
Finance & Audit  
Scrut iny Panel  

G r a n d  J u r y  R o o m ,  T o w n  H a l lG r a n d  J u r y  R o o m ,  T o w n  H a l lG r a n d  J u r y  R o o m ,  T o w n  H a l l    

1 9  A u g u s t  2 0 0 8  a t  6 : 0 0 p m1 9  A u g u s t  2 0 0 8  a t  6 : 0 0 p m1 9  A u g u s t  2 0 0 8  a t  6 : 0 0 p m    

The Finance and Audit Scrutiny Panel deals with 
the  review of  service areas and associated budgets, 
and monitors the financial performance of the Council, 
and  the  operational  performance  of  the  Council.  The 
panel  scrutinises  the  Council's  audit  arrangements, 
including  the  annual  audit  letter  and  audit  plans,  and 
Portfolio  Holder  'Service'  decisions  reviewed  under 
the Call in procedure.



Information for Members of the Public 

Access to information and meetings 

You have the right to attend all meetings of the Council, its Committees and Cabinet. You also 
have the right to see the agenda, which is usually published 5 working days before the meeting, 
and minutes once they are published.  Dates of the meetings are available at 
www.colchester.gov.uk or from Democratic Services. 

Have Your Say! 

The Council values contributions from members of the public.  Under the Council's Have Your Say! 
policy you can ask questions or express a view to meetings, with the exception of Standards 
Committee meetings.  If you wish to speak at a meeting or wish to find out more, please pick up 
the leaflet called “Have Your Say” at Council offices and at www.colchester.gov.uk. 

Private Sessions 

Occasionally meetings will need to discuss issues in private.  This can only happen on a limited 
range of issues, which are set by law.  When a committee does so, you will be asked to leave the 
meeting. 

Mobile phones, pagers, cameras, audio recorders 

Please ensure that all mobile phones and pagers are turned off before the meeting begins and 
note that photography or audio recording is not permitted. 

Access 

There is wheelchair access to the Town Hall from West Stockwell Street.  There is an induction 
loop in all the meeting rooms.  If you need help with reading or understanding this document please 
take it to Angel Court Council offices, High Street, Colchester  or  telephone (01206) 282222 or 
textphone 18001 followed by the full number that you wish to call, and we will try to provide a 
reading service, translation or other formats you may need. 

Facilities 

Toilets are located on the second floor of the Town Hall, access via the lift.  A vending machine 
selling hot and cold drinks is located on the ground floor. 

Evacuation Procedures 

Evacuate the building using the nearest available exit.  Make your way to the assembly area in the 
car park in St Runwald Street behind the Town Hall.  Do not re-enter the building until the Town Hall 
staff advise you that it is safe to do so. 

Colchester Borough Council, Angel Court, High Street, Colchester 
telephone (01206) 282222 or  

textphone 18001 followed by the full number that you wish to call 
e-mail:  democratic.services@colchester.gov.uk 

www.colchester.gov.uk 



Terms of Reference 
 

Finance and Audit Scrutiny Panel 
 
• To review all existing service plans and associated budget provisions 

against options for alternative levels of service provision and the corporate 
policies of the Council, and make recommendations to the Cabinet 

 
• To have an overview of the Council's internal and external audit 

arrangements and in particular with regard to the annual audit plan, the 
audit work programme and progress reports, and to make 
recommendations to the Cabinet 

 
• To monitor the operational and financial performance of the Council, and to 

make recommendations to the Cabinet in relation to operational 
performance, financial outturns, revenue and capital expenditure monitors 

 
• To scrutinise the Audit Commission's annual audit letter 
 
• To scrutinise progress made on best value action plans 
 
• To scrutinise executive 'service' decisions made by Portfolio Holders and 

officers taking key decisions which have been made but not implemented 
referred to the Panel through the call-in procedure 

 
The panel may a) confirm the decision, which may then be 
implemented immediately, b) refer the decision back to the decision 
taker for further consideration setting out in writing the nature of its 
concerns, or c) refer the matter to full Council in the event that the 
Panel considers the decision to be contrary to the Policy Framework 
of the Council or contrary to, or not wholly in accordance with the 
Budget. 

 
 

 
 
 



COLCHESTER BOROUGH COUNCIL  

FINANCE & AUDIT SCRUTINY PANEL 
19 August 2008 at 6:00pm 

Agenda ­ Part A  
(open to the public including the media)  

  

 

Members of the public may wish to note that Agenda items 1 to 5 are normally brief 
and items 6 to 9 are standard items for which there may be no business to consider.

 

 

Members    
Chairman :  Councillor Lissimore. 
Deputy Chairman :  Councillor Willetts. 
    Councillors Bentley, Bouckley, Goss, Harris, Maclean, 

Manning, Offen, Oxford and Sykes. 

Substitute Members :  All members of the Council who are not Cabinet members or 
members of this Panel.

Pages 
 
1. Welcome and Announcements   

(a)     The Chairman to welcome members of the public and 
Councillors and to remind all speakers of the requirement for 
microphones to be used at all times.

(b)     At the Chairman's discretion, to announce information on:

l action in the event of an emergency; 
l mobile phones switched to off or to silent; 
l location of toilets; 
l introduction of members of the meeting.

 
2. Substitutions   

Members may arrange for a substitute councillor to attend a meeting 
on their behalf, subject to prior notice being given. The attendance of 
substitute councillors must be recorded.

 
3. Urgent Items   

To announce any items not on the agenda which the Chairman has 
agreed to consider because they are urgent and to give reasons for 



the urgency.
 
4. Declarations of Interest   

The Chairman to invite Councillors to declare individually any personal 
interests they may have in the items on the agenda.

If the personal interest arises because of a Councillor's membership 
of or position of control or management on:

l any body to which the Councillor has been appointed or 
nominated by the Council; or 

l another public body 

then the interest need only be declared if the Councillor intends to 
speak on that item.

If a Councillor declares a personal interest they must also consider 
whether they have a prejudicial interest. If they have a prejudicial 
interest they must leave the room for that item.

If a Councillor wishes to make representations on an item on which 
they have a prejudicial interest they may do so if members of the 
public are allowed to make representations. In such circumstances a 
Councillor must leave the room immediately once they have finished 
speaking.

An interest is considered to be prejudicial if a member of the public 
with knowledge of the relevant facts would reasonably regard it as so 
significant that it is likely to prejudice the Councillor’s judgement of the 
public interest. 

Councillors should consult paragraph 7 of the Meetings General 
Procedure Rules for further guidance.

 
5. Minutes   

To confirm as a correct record the minutes of the meeting held on 29 
July 2008.
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6. Have Your Say!   

(a)  The Chairman to invite members of the public to indicate if they 
wish to speak or present a petition at this meeting – either on an item 
on the agenda or on a general matter not on this agenda. You should 
indicate your wish to speak at this point if your name has not been 
noted by Council staff. 

(b)  The Chairman to invite contributions from members of the public 
who wish to Have Your Say! on a general matter not on this agenda.



 
7. Items requested by members of the Panel and other 

Members   

(a)  To evaluate requests by members of the Panel for an item 
relevant to the Panel’s functions to be considered. 

 

(b)  To evaluate requests by other members of the Council for an item 
relevant to the Panel’s functions to be considered. 

 
8. Referred items under the Call in Procedure   

To consider any Portfolio Holder decisions, taken under the Call in 
Procedure.  
The panel may a) confirm the decision, which may then be 
implemented immediately, b) confirm the decision back to the 
decision taker for further consideration setting out in writing the 
nature of its concerns, or c) refer the matter to full Council in the 
event that the panel considers the decision to be contrary to the 
Policy Framework of the Council or contrary to, or not wholly in 
accordance with the Budget.

 
 
9. Decisions taken under special urgency provisions   

To consider any Portfolio Holder decisions taken under the special 
urgency provisions.

 
10. Work Programme 2008­09    

See report from the Scrutiny Officer
 
11. Financial Monitor ­ Period April ­ June 2008    

See report from the Head of Resource Management
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12. Capital Expenditure Monitor 2008­09    

See report from the Head of Resource Management

17 ­ 29

   
 
13. Ethical Investments   

See report from the Head of Resource Management

30 ­ 36

 
14. Exclusion of the public   



 In accordance with Section 100A(4) of the Local Government Act 
1972 and in accordance with The Local Authorities (Executive 
Arrangements) (Access to Information) (England) Regulations 2000 
(as amended) to exclude the public, including the press, from the 
meeting so that any items containing exempt information (for example 
confidential personal, financial or legal advice), in Part B of this 
agenda (printed on yellow paper) can be decided. (Exempt information 
is defined in Section 100I and Schedule 12A of the Local Government 
Act 1972).





FINANCE & AUDIT SCRUTINY PANEL 
29 JULY 2008

Present :­  Councillor Sue Lissimore (Chairman) 
    Councillors Kevin Bentley, John Bouckley, Martin Goss, 

Jackie Maclean, Jon Manning, Nigel Offen, 
Gerard Oxford, Laura Sykes and Dennis Willetts

 
Substitute Member :­  Councillor Dave Ford for Councillor Dave Harris

10.  Minutes 

The minutes of the meetings held on 30 June 2008 was confirmed as a correct record, 
subject to the following amendments. The resolution to minute 9. Early Cessation of 
Decent Homes and Housing Repairs Contract to read as follows;

RESOLVED that the panel agreed to request the Head of Strategic Policy and 
Regeneration to present to an agreed forthcoming meeting of the Finance and Audit 
Scrutiny Panel or a non public meeting in private session, the meeting and meeting 
date to be agreed by the panel, a report to review the Decent Homes and Housing 
Repairs Contract, including an investigation into how it went wrong and why there were 
limited financial controls in place, and the outstanding works, with an invitation to attend 
going to the Chairman of Colchester Borough Homes and current and previous Chief 
Executive’s of Colchester Borough Homes.  
 

11.  Have Your Say! 

Mrs Paula Whitney attended the meeting and addressed the panel.

Mindful of a Review of Recycling options appraisal to be undertaken by the Policy 
Review and Development Panel on 20 August 2008, Mrs Whitney asked that the panel 
seek financial clarification on the prices paid to the Council for recyclate. Mrs Whitney 
said a recent recyclable cost analysis provided at the beginning of this year indicated 
that the prices being paid to the Council were poor.

Mrs Whitney confirmed to the panel that the Essex Waste Strategy was approved, on a 
named voted, by Essex County Council on 15 July 2008, a strategy that supported a 
Mechanical Biological Treatment Plant (MBT), and would, over a period of 25­28 years 
cost Essex Council Tax payers £8,000 . Mrs Whitney said she hoped the current 
administration would continue to oppose this option, and strive to find innovative new 
ways of improving local recycling rates, such as more intensive kerbside collections.

Councillor Willetts requested that the panel received a value for money cost appraisal 
on the sale of recyclate (waste stream revenue).

Mr. Judd, Scrutiny Officer confirmed that Councillor Willetts request would be passed 
to the officers to feed into the report on the Review of Recycling, to be scrutinised by 
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this panel following the review by the Policy Review and Development Panel.

12.  Items requested by members of the Panel and other Members 

Councillor Maclean, in light of the recent decision by the Portfolio Holder for Resources 
and Business, on the Council’s new Insurance arrangements, asked the Portfolio 
Holder to respond on whether he believed this would give the Council the best deal and 
value for money.

RESOLVED that the panel agreed to invite the Portfolio Holder for Resources and 
Business to respond to this request.
 

Councillor Sue Lissimore (in respect of being a former member of the Board of 
Colchester Borough Homes) declared a personal interest in the following item 
pursuant to the provisions of Meetings General Procedure Rule 7(3)   

13.  Work Programme 2008­09 

Councillor Lissimore, whilst accepting that the 2nd, 3rd and 4th items listed as 
Outstanding items for future scrutiny (reference to Decent Homes Contract, Housing 
Repairs Contract and Housing Revenue Account) would come to the panel at a date 
beyond the meeting date of 19 August 2008, but a date to be agreed by the panel, 
requested that the first item, on the Interim Letter of Intent and the Addendum to the 
Management Agreement should be heard at the meeting of the 19 August 2008, with 
an invitation going to the Chairman and Chief Executive of Colchester Borough Homes.

Councillor Bentley, whilst supporting Councillor Lissimore’s request to review the 
Interim Letter of Intent and the Addendum to the Management Agreement at the 
meeting of the 19 August 2008, said that the other items on the Decent Homes 
Contract, Housing Repairs Contract and Housing Revenue Account should come to the 
Panel before the September meeting. Councillor Bentley said that the Councillors have 
a duty to Colchester Borough Homes tenants to ensure this review is undertaken as 
soon as possible, and whilst accepting Councillor Oxford’s point that the 16 September 
date seemed reasonable given the recent restructure and holiday period, requested 
that an extra meeting is arranged between the 19 August and 16 September to carry 
out this review.

Councillor Offen said that given the current state of the site for the new Visual Arts 
Facility, Firstsite Newsite, could the Panel review the financial arrangements, to include 
the changes to the contract, of Firstsite Newsite as a separate item at the meeting on 
21 October 2008.

RESOLVED that the panel agreed:
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i) To an extra meeting in late August / early September, at a date to be confirmed, to 
review the outstanding items on the Decent Homes Contract, Housing Repairs Contract 
and Housing Revenue Account, plus the arrangements for continuing the existing 
Decent Homes Programme, and to request that the Chairman and Chief Executive of 
Colchester Borough Homes and Colchester Borough Council officers attend to present 
the evidence.

ii) That a separate item on the Financial Arrangements for Firsite Newsite and including 
the changes to the contract is reviewed at the meeting on 21 October 2008.
 

14.  2007­08 Risk Management Summary 

Ms. Hayley McGrath, Audit and Risk Manager presented the report on the 2007­08 Risk 
Management Summary, explaining that under the recently agreed reporting 
arrangements, the annual review of the Risk Management Strategy and the year end 
review of Risk Management would be reported to Cabinet and the Finance and Audit 
Scrutiny Panel.

Ms. McGrath confirmed that the risk process was thoroughly assessed during the year 
and concluded that the basic process for managing risk was sound there was a need to 
further develop the process and to fully implement the actions outlined in the strategy. 
Ms. McGrath confirmed that further development was now being addressed, that 
included the items listed in the Work Plan for 2008­09.

In response to Councillor Ford, Ms. McGrath said that member training and 
development required in reference to developing a risk register specifically for 
members would provide for daytime and evening slots.

Councillor Bentley voiced concern that the Chief Executive, whilst endorsing the 
Strategy, was not listed within the Ownership process. Councillor Offen endorsed 
Councillor Bentley’s concern, saying he believed the strategy would not work without 
the Chief Executive championing ownership.

Councillor Goss asked whether, at each meeting, the panel could receive an update on 
the current five top risks, in addition to the quarterly Strategic Risk Register update. 
Councillor Goss said if risks are mitigated, they shouldn’t necessarily appear monthly 
and this would thereby avoid diluting their importance.

Councillor Bentley concurred with Councillor Goss, suggesting a noted monthly item, 
early in the agenda, with the Portfolio Holder for Resources and Business in attendance 
to respond. In response Ms. McGrath agreed to provide a draft version of the top five 
risks to the October meeting.

In response to Councillor Willetts, Ms. McGrath said the level and detail of reporting 
risk is to some extent governed by budget provision and the type of affordable system 
used. Colchester’s reports are simplified, but new reports will in table form identify the 
impact of risk and whether it is a high, medium or low risk.
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RESOLVED that the panel:

i) Noted the proposed risk management strategy for 2008­09, the risk management 
work undertaken in 2007­08 and the work plan for 2008­09.

ii) Agreed that the Head of Resource Management would provide to a noted monthly 
item giving an update on the current five top risks, with the Portfolio Holder for 
Resources and Business invited to attend to respond, the first draft to be presented to 
the October meeting.

15.  Annual Report on Treasury Management 

Mr. Sean Plummer, Finance Manager, presented the Treasury Management – Annual 
Report 2007­08. He explained that in respect of the Council’s 2007­08 debt and 
borrowing arrangements £3,500,000 of loans against an original borrowing requirement 
of £10,230,000 were raised and that a further £4,000,000 was arranged at the end of 
the financial year but was not received until after the year under review. In respect of 
the Council’s internal investments an average rate of return of 5.89% had been 
achieved which was 0.31% higher than the comparative index. In conclusion, Mr. 
Plummer said that the Council’s treasury management arrangements were supported 
by the provision of external treasury advice. 

In response to Councillor Bentley, Mr. Plummer said the Council only make 
investments to banks, building society’s and financial institutions, not in stocks and 
shares and therefore it was not realistically possible to know how specifically Council 
funds are used and therefore whether they are used for inappropriate ethical streams. 
Mr. Plummer confirmed the Council does have a policy on what or with whom they do 
and do not invest money, but this does not cover ethical considerations.

In response to Councillor Bouckley, Mr. Plummer said the Council’s short term 
balances are retained within a lower rate holding account, and invested in what is 
referred to as High Interest for Short Term Investments, usually for overnight 
investments

Members congratulated officers on the report and excellent performance on treasury 
management.

RESOLVED that the Panel:

i) Noted the activities and performance relating to Treasury Management in 2007­08.
ii) Noted the performance of the Council’s treasury management advisors 
iii) Requested that the Finance Manager prepare a note to the Panel on ethical 
investments, to include what other local authorities do and whether the Council should 
consider the formulation of a policy.
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Finance and Audit Scrutiny Panel 

Item 

11   

 30 June 2008 

  
Report of Head of Resource Managment Author Steve Heath 

 282335 
 

Title Financial Monitoring Report – April to June 2008 

Wards 
affected 

Not applicable 

 

The Panel is invited to review the financial performance of all 
General Fund services and the Housing Revenue Account for the 

first three months of 2008/09 

 
1. Action required 
 
1.1 The panel is asked to note the financial performance of General Fund Services and the 

Housing Revenue Account (HRA) in the first quarter of 2008/09. 
 
2. Reason for scrutiny 
 
2.1 Monitoring of financial performance is important to ensure that: 

 Service expenditure remains within cash-limited budgets. 

 Potential variances at year-end are identified early so that remedial action can be 
taken to recover the position or ‘recycle’ any surplus budgets. 

 Performance targets are being met. 
 
2.2 This report also gives the panel the opportunity to hold Service Managers and Portfolio 

Holders accountable for their budgets. 
 
3. Background 
 
3.1 This report reviews the Council’s overall position based on profiled income and 

expenditure for the three months to 30 June 2008, and also shows an early projection of 
the outturn figures for the full year. All the information presented in respect of General 
Fund Services shows the position based on net ‘direct costs’. The review of the Housing 
Revenue Account is different in that it shows all costs, both direct and indirect. 

 
3.2 The projected outturn for the General Fund is currently a net underspend of £123k 

(2.7%). The position against profiled budgets to Period 3 shows a net underspend of 
£399k. The Housing Revenue Account is currently showing a projected net underspend 
of £207k, and an underspend of £378k against profile. 

 
3.3 Explanation of the main variances is given below. The position to date is largely due to 

expenditure or income falling into different periods from the budget, accruals and other 
technical adjustments. The projected outturn for the year is mainly as a result of 
additional income and does not reflect reduced expenditure on Services. 

 
3.4 Both Appendices A & B to the report include traffic light indicators. The thresholds are as 

follows: 
Green – Variance less than £50k and 5% of budget 

Amber – Variance greater than £50k OR 5% of budget 
Red – Variance greater than £50k AND 5% of budget 5



 
4. General Fund – Position to 30 June 2008 
 
4.1 Appendix A summarises the Council-wide position by expenditure group and by Service 

Group. The net position shows a variance against profiled budget for General Fund 
Services (excluding benefits) of £853k (favourable). This comprises total expenditure 
being £589k (4.1%) lower than expected, and additional income totalling £264k (4.33%). 
Appendix B provides a more detailed view, breaking this information down by individual 
Service Groups. 

 
4.2 A number of factors have led to the above position against profiled budgets. The main 

variances are as follows (F=favourable; A=adverse): 
Expenditure 

 Employees. £58k (F), due to vacancies. However, the budget also includes a savings 
target of £515k relating to staff turnover. 

 Premises. £244k (F), mainly relating to repairs & maintenance, and utilities costs. 

 Supplies & Services. £107k (F), includes budget relating to grant income that may 
not be received, as well as a number of smaller variances. 

 Third Party Payments. £88k (F), relating to the timing of grant payments. 

 Transfer Payments. £108k (F), relating to concessionary fares bus tickets. 
Income 

 Government Grant. £203k (F), relating to Museums Hub grant income. 

 Other Grants & Reimbursements. £99k (F), includes income for the SOS bus and 
additional grant income, which are offset by outstanding debtor accruals for grant 
claims. 

 Customer & Client Receipts. £40k (A), Includes under recoveries against land 
charges, licensing, car parking and PCN income, which are reduced by over 
recoveries against Sport & Leisure, Court Fees and Land Rental. 

 
4.3 Benefits payments are shown ‘below the line’ in Appendix A to avoid distorting the 

reported position for Service Groups. It is currently projected that this area will be on 
budget at year end, when the final subsidy claim is paid. 

 
4.4 The adverse variance to date against Technical Items relates to the corporate savings 

targets totalling £860k that were built into the 2008/09 budget. Progress against these 
savings targets will be reported to the panel during the year. The 08/09 targets are as 
follows:  

 Support Services Review – £48k. The majority of this target should be delivered 
through the full-year effect of process savings resulting from the E-Procurement 
project. 

 Procurement Savings – £227k. This area is regularly reviewed and a number of 
further items have been identified. A £13k contribution has been made so far this 
financial year.  

 Salary Budgets – £515k. This will be reviewed regularly by Heads of Service following 
the recent re-structure. A contribution of £11k has been made so far this financial 
year.  

 Income Generation – £70k. This mainly relates to income from roundabout 
sponsorship. 

 
5. Outturn Forecast / Risk Areas 
 
5.1 It is difficult at this stage of the financial year to give an accurate outturn forecast based 

on actual expenditure and income as compared with profiled budgets. Detailed work is 
ongoing regarding salaries forecasting, as well as projecting the outturn position for all 
other significant budget areas. The following Service Groups are currently projecting 
variances at year-end: 

6



 Environmental and Protective Services project an under recovery of income of £75k 
within Development Control. The main factor behind this variance is the downturn in 
the economy and in particular the construction industry. 

 Life Opportunities is projected to be overspent by a net £75k at year-end. This relates 
to Bed and Breakfast costs and is due to the number of single person households 
running at an average of 20 compared to 12 assumed within the budget. Prevention 
work is being undertaken to provide alternative options to prevent single people 
having to go into B&B accommodation. 

 Resource Management project an under recovery of £85k within Estates 
Management. This is because the lease of Plot 700 at the Business Park has fallen 
through, and the projected receipt will not now be received.   

 Street Services is currently projected to be overspent by £42k at the year-end as a 
result of an unbudgeted rental charge for Butt Road car park. 

 
5.2 The Central Loans and Investment Account (CLIA) comprises the Council’s borrowing 

costs and investment income. The current forecast is that the net interest position will be 
circa £400k better than the budget. This forecast is primarily as a result of improved 
investment returns, partly caused by the on-going credit crunch factors, and also through 
securing low rate new borrowing. Forecasting net interest involves making a number of 
assumptions in respect of cashflow and interest rate projections and as such the overall 
forecast must be treated with caution at this stage in the year. 

 
5.3 The 2008/09 Revenue Budget report that was approved by Council in February 2008 

detailed potentially significant risk areas that had been identified during the budget 
process. In addition, Heads of Service have identified a number of both positive and 
negative risk areas. These take into account the actual expenditure and income position 
to 30 June 2008, known variances and forecast changes to 31 March 2009. The current 
position for the most significant areas is detailed in Appendix C. These are all being 
closely monitored. 

 
5.4 Future monitoring statements to the Panel will provide more certainty as the year 

progresses. The next monitoring statement will be for the six months to 30 September 
2008, and will be reported to the Panel on 18 November. 

 
6. Housing Revenue Account 
 
6.1 The Housing Revenue Account (HRA) is a complex account which is ring-fenced and 

affected by a number of variable factors. Appendix D shows that at the end of June 
2008, the HRA is underspent by £378k compared to the budget for the same period. This 
is primarily due to lower expenditure on Repairs and Maintenance for the year to date 
and higher rental income than anticipated. However, it should be noted that it is 
anticipated the year to date underspend will reduce as the financial year progresses. The 
main factors contributing to the variance to date are detailed in the following paragraphs. 

 
6.2 A significant amount of Repairs and Maintenance expenditure is responsive, therefore 

variations can occur throughout the year dependant on activity. Furthermore, a large part 
of the budget is for works to void properties. It should be noted that not all of the costs 
have been received relating to the service for the period April to June 2008. It is 
anticipated that these will continue to come through during Quarter 2, which will impact 
upon the reported under-spend to date. 

 
6.3 Rental income from dwellings is the major source of income to the HRA. During the 

budget setting process, assumptions are made on the number of reductions in the 
Housing stock through Right to Buy sales and the loss of rental income resulting from 
empty properties. These assumptions are prudent as any shortfall in income receivable 
during the year would have to be met from the HRA balance. There has been a reduction 
in the number of properties being sold over the last few years, which is a reflection of 
increasing house prices and affordability for tenants. 7



 
6.4 Any expenditure on the Housing Capital Programme (HIP) that exceeds the total 

resources available from the Major Repairs Allowance (MRA) for the year has to be met 
from the HRA in the form of a revenue contribution to capital (RCCO). As the actual 
financing requirement of the outturn capital programme is not known until the end of year 
position is established, it can have an impact on the HRA outturn that is difficult to 
forecast at this stage of the year. 

 
7. Strategic Plan references 
 
7.1 The priorities within the Strategic Plan are reflected in the Medium Term Financial 

Forecast. This makes assumptions regarding government grant and Council Tax income, 
and identifies where necessary savings will be found in order to achieve a balanced 
budget. The 2008/09 revenue budget was prepared in accordance with the Strategic 
Plan’s priorities, in the context of the Council facing growing financial pressures. Budget 
monitoring enables the financial performance against these priorities to be assessed. 

 
8. Financial implications 
 
8.1 As set out above. 
 
9. Risk management implications 
 
9.1 Risk management is used throughout the budget cycle, and this is reflected in the 

strategic risk register. The 2008/09 revenue budget report that was approved by Council 
in February 2008 detailed a number of potentially significant risk areas that had been 
identified during the budget process. In addition, Heads of Service identify a number of 
both positive and negative risk areas during the year.  

 
10.  Other Standard References 
 
10.1 Having considered consultation, publicity, equality, diversity and human rights, 

community safety, and health and safety implications, there are none that are significant 
to the matters in this report. 

 
Background Papers 
None 
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APPENDIX C 
Key Risk Areas 

Service / Item Current Position / Comment 

Corporate Management 

Facilities There is a risk that the income for functions will be under recovered 
at the end of the year due to the lift project restricting access to 
some function areas. 

IT software licences   Ordnance Survey licences have been identified as a likely area of 
overspend this year. However, this has not yet been quantified. 

Environmental & Protective Services 

Planning income Extra income expected from Discharge of Conditions and Planning 
Fees are already well below the estimated budget. This also relies 
on buoyancy of housing market to sustain income levels. 

Building Control income Relies on housing market to sustain income levels. 

Life Opportunities 

Bed and Breakfast Given the constant pressure facing the use of B&B accommodation, 
this is an area that will need to be managed and monitored carefully 
to ensure that the year-end outturn is contained within the budget. 

Grounds Maintenance Calculation of contract variation index (GM87) identifies increase in 
contract value of £88k in excess of anticipated figure. It is hoped that 
this will be managed within the service through discussion with 
contractor and lowering of the contract standard. 

Sport & Leisure Risk of energy bills increasing in the second part of the financial 
year. This depends on the rate achieved when the energy contract is 
renewed. 

Strategic Policy & Regeneration 

Coastal Initiatives Debtor for £27k remains outstanding from 2005/06. The parties 
involved are currently coming to an agreement about the repayment 
of this loan. 

Street Services 

Car Parking Income The revised fees and charges for Parking Services were 
implemented with effect from 1 June 2008.  The effect of this change 
and the impact of the renaissance programme will continue to be 
monitored closely. 

PCN Income Risk that the revised charges for Penalty Charge Notices introduced 
by the Traffic Management Act may mean that income budgets will 
not be achieved as the face value of PCN’s has been changed.  The 
effect of the legislative change is being closely monitored. 

Parking Services It is likely that the Council will receive a rental charge for Butt Road 
car park.  This charge was not budgeted because the car park is to 
be transferred to the Council as part of a Section 106 agreement.  
However, the trigger point for the release of the land is not likely to 
be reached in the current financial year.  Discussions are ongoing to 
establish the likely liability but at present the projected outturn shows 
an estimated pressure for the year of £42k. There is also a risk that 
the charges could be applied retrospectively (from 1 June 2006) at 
an additional cost of approximately £78k. 

Waste review Income of £100k from Essex County Council (ECC) to support 
recycling trials, and additional income from recycling credits of 
£172k was built into the 08/09 budget.  There is a risk that the 
income from ECC may no longer be forthcoming. Expenditure 
totalling £192k was built into the budget as a result, which has now 
been frozen.  This leaves a figure of £80,000 which will need to be 
covered by an increase in recycling credits.  However, initial figures 
for the first quarter indicate that we are achieving the requisite 
increase in recycling to match the extra income figure set. 
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Finance and Audit Scrutiny Panel 

Item 

   

 19 August 2008 

  
Report of Head of Resource Management Author Graham Coleman 

 282741 
Title Capital Expenditure Monitor 2008/09 

Wards 
affected 

N/A 

 
 

This report details all capital expenditure during 2008/09 to June 2008 

 
1. Decisions Required 
 
1.1 To note the level of capital spending during 2008/09 and forecasts for future years. 
 
2. Reasons for Decisions 
 
2.1 Monitoring capital spending is important to ensure:- 
 

 Spending on projects is within agreed scheme budgets. 
 The overall programme is delivered within budget. 

 
2.2 This report also gives the Panel the opportunity to hold Service Managers and Portfolio 

Holders accountable for their budgets. 
 

3. Alternative Options 
 
3.1 None are suggested. 
 
4. Background  
 
4.1 This report sets out details of spending for the financial year 2008/09 (April 2008 to 

June 2008) and revised forecasts for future years.    
 
4.2 This report includes new capital funding and changes to the capital programme as 

revised by Cabinet on 12 March 2008, 21 May 2008 and 9 July 2008. 
 
4.3 This report includes capital expenditure in respect of the Housing Investment 

Programme, including expenditure on the Council’s housing stock.   
 
5. 2008/09 Review 
 
5.1 In the first 3 months of this year capital spending totalled £5.71 million.  This represents 

18.7% of the total programme.  The programme includes a number of major schemes 
where spending is planned across more than one year. It should be noted that the total 
programme was not expected to be fully spent in 2008/09 and that spending is broadly in 
line with expectations. 
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5.2 In total, forecast spending for this year is £23.0 million. The remainder of the programme 

is planned for 2009/10 and future years.  The table below sets this out by service area:- 
 

Summary Current Total 
Programme        

 
 

£'000 

2008/09 
 Expenditure 

for year                 
 

£'000 

Expected 
Expenditure 

2008/09 
 

£'000 

Expected 
Expenditure 
2009/10 and 
Future years 

£'000 

Corporate Management 2,807.2 143.1 2,639.7 167.5 

EMT 273.0 12.4 173.0 100.0 

Resource Management 1,501.4 186.6 1,474.4 27.0 

Street Services 854.2 244.9 852.3 0.0 

Environmental & Protective Services 323.2 0.9 293.2 30.0 

Strategic Policy & Regeneration 15,648.1 4,163.6 12,545.8 3,102.3 

Life Opportunities 2,613.2 256.6 1,616.7 996.5 

Completed Schemes 15.0 16.9 16.9 0.0 

Total – General Fund Services 24,035.3 5,025.0 19,612.0 4,423.3 

     
Housing Revenue Account 4,964.4 627.0 2,673.4 2,291.0 

      

Total Capital Programme 28,999.7 5,652.0 22,285.4 6,714.3 

Housing Schemes Dependent on 
Specific Grants 

 
1,537.5 

                      
54.8 

                      
720.0 

                         
817.5 

Grand Total  30,537.2 5,706.8 23,005.4 7,531.8 

 
5.3 Appendix A sets out details of spending and forecasts on all schemes.  Comments are 

provided on the schemes progress and future forecasts.  The schedule includes budgets 
for all approved and funded schemes and some existing projects that, whilst approved, 
are not yet available to spend until resources are secured to enable funding to be 
released.  These amounts are shown in the unfunded columns and reflect the Capital 
Programme approved by Council on 20 February 2008, and revised on 12 March 2008, 
21 May 2008, and 9 July 2008. 

 
5.4 Since the last FASP meeting capital schemes have been reorganised within Appendix A 

to reflect the new council service structure. 
 
5.5 Appendix A does not include the most recently awarded Growth Point monies as funding 

agreements have yet to be signed. The Haven Gateway Partnership has attracted 
£16.3m of CLG funding over 3 years for capital schemes.  Colchester Borough Council 
has been provisionally awarded circa £4.5m of this funding over three years.  £1.5m has 
been confirmed for the first financial year 2008/09 with years 2 and 3 only provisional. 
Funding agreements are due imminently.  Once these have been approved, up to £1.5m 
can be added to the Capital programme and will consist of the following: 

 

 

Confirmed, 
awaiting funding 

agreements Provisional  

Project  2008/09 2009/10 2010/11 Total 

 £’000 £’000 £’000 £’000 

Colchester and Tendring Land Use Model 400   400 

Town Centre Improvements (construction) 100 700  800 

St Botolph's Public Realm (Phases)  400 300 300 1,000 

Hythe Station Improvements 600   600 

University BIC   1,000 1,000 

Hythe Scrapyards remediation  500 200 700 

Total £1,500 £1,500 £1,500 £4,500 
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5.6 The following paragraphs provide comments on some of the major projects included in 

the capital programme. Further details on the progress of the schemes are provided in 
Appendix A. 
 
Firstsite 
This report and appendices reflect the current approved funding levels for this project. 
There have been a series of meetings with our project and cost managers and Rafael 
Viñoly Architects regarding how we move forward with the contractors, Banner Holdings. 
A meeting was held to put a proposal to Banner, so that all could agree the best way to 
resolve the construction problems as quickly as possible with the minimum cost. The 
offer would have seen work recommence in order to deliver an externally 
complete building before April next year, which could be done within the funding that we 
have available for this project. Unfortunately that offer has been rejected. The offer 
remains on the table but efforts are now being concentrated on exploring other options. 
There are likely to be cost implications of any delays, although the extent to which the 
Council will be liable is still to be determined. The project continues to be reviewed in 
conjunction with our funding partners. Once an agreed approach is determined the 
figures will be amended accordingly.  
 
Community Stadium 
Practical completion has taken place in respect of the Community Stadium building which 
was achieved on programme and the Football Club is now in occupation. Generally costs 
have been contained within 1% of the original tender but the Council has chosen to 
increase its investment by the addition of sustainability measures and improved public 
transport facilities. Overall costs have therefore increased. Cabinet approved the 
additional funding up to £410k in July 2008. 
 
Decent Homes and Upgrades 
This report and appendices reflect the current approved funding levels made available 
for the Housing Investment Programme (HIP), a major part of which relates to Decent 
Homes. In September 2003 the Council committed to achieving the Decent Homes 
standard in its homes by the end of December 2007. It is now accepted that this date will 
not be met, but the aim is to complete the programme before the 2010 deadline. The 
Council has directed CBH to review and determine the timescale and cost to complete 
the programme, and this is underway. Discussions have been held with the Portfolio 
Holders for Resources and Neighbourhoods to agree how the expenditure for 2008/09 
can be used but acknowledging the fact that most of this programme is likely to fall into 
2009/10 and part of 2010/11.  Work this year will be limited and the focus will be on 
establishing the scope of the programme and identifying and appointing new contractors. 
 

5.7 A number of schemes have been completed, and small under/overspends have been 
identified. These are detailed in Appendix A, but there is no net impact on the overall 
funding of the capital programme.  

 
5.8 A review of the whole capital programme, including new resources, will be submitted to 

Cabinet on 10 September 2008. 
 
6. Other Standard References 
 Having considered consultation, publicity, equality, diversity and human rights, 

community safety, health and safety and risk management implications, there are none 
that are significant to the matters in this report. 

 
Background Papers 
None 
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COLCHESTER BOROUGH COUNCIL 
FINANCE AND AUDIT SCRUTINY PANEL 

19 August 2008 at 6pm 

 
Members 
Chairman:  Councillor Sue Lissimore 
Deputy Chairman:  Councillor Dennis Willetts 

Councillors Bentley, Bouckley, Goss, Harris, Maclean, 
Manning, G. Oxford, Offen and Sykes 

 
Substitute Members:  All members of the Council who are not Cabinet members or 

members of this Panel 
  

  SUPPLEMENTARY AGENDA - Part A 
 (open to the public including the media) 
 
 

 

13. Treasury Management – Ethical Investments 
 

 See report from the Head of Resource Management (page  ). 
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Finance & Audit Scrutiny Panel 

Item 

13   

 19 August 2008 

  
Report of Head of Resource Management Author Sean Plummer 

282347 
Title Treasury Management – Ethical Investments 

Wards 
affected 

Not applicable 

 

This report concerns whether the Council should consider 
ethical issues as part of treasury management policies and 

procedures. 

 
 
1. Decision Required 
 
1.1 To consider whether in light of the information presented in this report that the Council 

should continue to not have an ethical policy for investment of surplus cash. 
 
1.2 To recommend that this Panel reviews the Council‟s “lending list” prior to consideration of 

the approval of the Annual Treasury Management and Investment Strategy.    
 
2. Reasons for Decision 
 
2.1 At the last meeting of this Panel a review of the Council‟s treasury management activities 

was reported. The Panel asked that a note be prepared for the Panel on ethical 
investments, to include what other local authorities do and whether the Council should 
consider the formulation of a policy.  

 
2.2 This note sets out a response to these questions and the issue of ethical investments 

and concludes that for the reasons stated within this report it would not be appropriate to 
have or apply an ethical policy in respect of our investments of surplus cash.  

 
2.3 It is though proposed that as part of the process of agreeing the Council‟s Annual 

Treasury Management and Investment Strategy this Panel receives details of the 
Council‟s lending list to review and consider whether any organisations should be 
removed and this can in turn be considered by Cabinet and Full Council.     

  
3. Alternative Options 
 
3.1 This note sets out reasons why introducing a prescriptive ethical policy is not possible.   
 
4. Supporting Information 
 
4.1. We have consulted with our advisors on treasury management, Sector, and a copy of 

their and officers comments is attached at Appendix A. The key points to note from this 
are:- 

 

 We are not aware of other authorities who have a prescriptive ethical policy for the 
placing of surplus cash. 
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 Determining and being clear about what constitutes a prescriptive ethical 
investment can be subjective and as such could vary between authorities. 

 

 Whilst it may be theoretically possible to identify a limited number of organisations 
that have an ethical policy that might match our ethical values there is the issue of 
lending between banks. 

 

 If we were to use ethical factors in determining our investment policy it would be 
likely to mean a significantly reduced list of organisations that we were able to 
invest with. This could impact on our approach to managing risk through 
diversification of investments and use of credit ratings.  

 

 An ethical policy would be likely to impact on our ability to achieve best value from 
our investments.      

  
4.2. The Portfolio Holder for Resources has considered the Panel‟s question and the view by 

Sector and has endorsed our current approach. However, it is proposed that members of 
the Panel should have an opportunity to review the organisations who meet our policy 
criteria for investment, known as our “Lending List”. This review would be based on any 
ethical issues the Panel may wish to raise.        

 
4.3. Cabinet and Council agree the Annual Treasury Management Strategy and Annual 

Investment Strategy as part of the annual revenue budget proposals. This Panel already 
scrutinise the budget proposal at a meeting in January and it is proposed that a copy of 
the Council‟s lending list is provided to the Panel to consider and recommend to Cabinet 
whether there are organisations that should be removed from the list.        

 
5. Proposals 
 
5.1 Based on the issues raised within this report it is proposed that the Council continues to 

not have a prescriptive ethical policy in respect of investment of surplus cash. 
 
5.2 This Panel should annually review the Council‟s lending list as part of the approval 

process for the Treasury Management Strategy and Investment strategy.      
 
6. Financial implications 
 
6.1 This report sets out that if an ethical policy was able to be introduced it would probably 

result in a reduced number of potential counterparties who the Council could invest with 
and as such we would expect that this would reduce investment returns and increase risk 
through reduced diversification.       

 
7. Risk Management Implications 
 
7.1. Risk Management is essential to effective treasury management. The Council‟s Treasury 

Management Statement contains a section on treasury Risk Management (TMP1). 
 
7.2. TMP1 covers the following areas of risk all of which are considered as part of our 

treasury management activities: 

 Liquidity. 

 Interest rates. 

 Exchange rates. 

 Inflation. 
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 Credit and counterparty. 

 Refinancing. 

 Legal and regulatory. 

 Fraud, error and corruption, and contingency management. 

 Markets. 
 
7.3. As this report sets out introducing an ethical policy would mean having to review our 

approach to these risks.    
 
8. Other Standard References 
 
8.1 There are no direct Strategic Plan, Consultation, Publicity, Human Rights, Community 

Safety, or Health and Safety implications as a result of this report. 
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Appendix A 

 
Many local authorities with responsibilities for pension funds have considered the extent to 
which ethical investment criteria should influence the placement or withdrawal of investments 
and some authorities have adopted such investment criteria.  
 
It is also becoming increasingly common for local authorities to question whether ethical criteria 
could be employed with reference to investing surplus cash balances of the authority itself.  
However, there are major difficulties with this and, as far as we, and our consultants are aware, 
no local authority has adopted an ethical investment policy for the placing of surplus cash.  The 
main obstacles are the obligations on every local authority to: -  
 

a) Implement the CIPFA Code of Practice on Treasury Management 
b) Investment Guidance 2004 by the DCLG 
c) Achieve best value. 

 
Ethical investment has potentially as many different definitions as the people who are 
concerned to ask the question.  In other words, the first step in progressing an ethical 
investment policy is for an authority to provide a CLEAR definition of precisely what it is aiming 
at and the criteria by which the policy will be put into effect. 
 
What Are Ethical Investments? 
Ethical investment means placing funds and selecting investments in a manner that reflects an 
Authority‟s ethical values. Generally, two sets of criteria are drawn up – negative and positive 
values whereby investments are to be avoided or encouraged. Examples could therefore be: 
 

Positive                                                       Negative 
Positive Environmental Policy   Pollution Convictions 
Community Involvement    Poor Human Rights Record 
Equal Opportunities     Nuclear Power 

 
This is a contentious and subjective area as negative criteria for one authority may be positive 
for another. For example in an area where jobs and investment are dependant upon a military 
presence, or the existence of a nuclear power plant, it could be argued that these should be 
supported by the authority. 
 
Ethical investments for local authority cash surpluses 
The topic of ethical investment is very common in the field of pension funds where the fund 
manager has a very wide range of permitted investments e.g. domestic and international 
equities, bonds, corporate paper and property, derivatives, unlisted securities, currencies, unit 
trusts.    
 
Since the advent of new government guidance on investing in 2004, local authorities have had 
scope to consider as wide a range of potential investments as they consider appropriate with 
the proper management of risk so as to ensure that council taxpayers do not suffer from 
adverse performance or actual losses of cash.  The most commonly used form of investing is 
the placing of cash deposits with authorised institutions,  
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Practical problems to adopting an ethical investment policy for cash surpluses 
 
1. Inter bank lending 
It is theoretically possible for an authority to select approved counterparties to place cash 
deposits with which have a specific policy on ethical investments, assuming of course that both 
parties have similar views on what is ethically sound. However, it is common practice for banks 
with cash surpluses to lend to other banks with a cash requirement. Therefore although the 
authority has placed their funds with an institution that meets its requirements, it is perfectly 
possible that their funds are being used by another institution for activities that are not 
approved.  Some banks do have policies that prohibit the direct lending of funds to companies 
and governments of dubious ethical nature yet inter-bank lending does occur and so funds may 
be utilised indirectly.   
 
2.  Diversification 
There are very few banks which have a strong ethical stance, the Cooperative Bank being the 
main one.  Would the Council consider it to be reasonable to have 100% of its risk exposure in 
the banking sector placed with just one counterparty?  If it was, how would it reconcile this with 
observing the recommendations of the C.I.P.F.A. Code of Practice on Treasury Management 
(1996) to avoid over concentration of investments (page 38, para 4.5.1) and the general 
requirement of the Code to ensure proper management of risk by adopting suitable credit 
criteria to select counterparties with high creditworthiness?  The DCLG‟s investment guidance 
2004 also requires all specified investments to have high credit ratings and if an authority 
chooses to adopt investment opportunities which do not have high credit ratings, then these 
have to be classified as being non specified and their use justified in the annual treasury 
management strategy report. 
 
3.  Use of credit ratings 
If the authority found that there are banks which were acceptable to its ethical investment 
policy, but had credit ratings which clearly warned that investments would not be financially 
secure if placed with them, which policy would take precedence?   
 
4.  Explaining losses on ethical investments to the public 
If an ethical policy were to take precedence over the use of credit ratings to choose 
counterparties with the highest credit worthiness, and an ethical bank were to get into financial 
trouble which placed the investment at risk, how would the members explain their decision to 
adopt an ethical investment policy to council tax payers? 
 
5.  Best value 
Councils are required to achieve best value and this is subject to inspection and CPA 
performance assessment.  How would members justify a policy which took cash away from 
being placed with institutions offering higher rates of return than those available from „ethical‟ 
counterparties?  
 
6.  Council tax 
Would a majority of council tax payers support paying a higher council tax charge due to a 
poorer return on ethical investments, or a lower level of service if council tax cannot be raised 
above a set ceiling? 
 
7.  Legal Issues Concerned With Placing Ethical Investments 
Every decision taken by a Council should comply with the Wednesbury Principles i.e. when 
making decisions, local authorities should do the following: - 
 

a) Have regard to all relevant matters which the authority is bound to consider. 
b) Exclude from its considerations matters which are irrelevant.  
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c) Not come to a decision that is “so unreasonable that no reasonable Authority could have 

ever come to it.” 
 
The Council therefore owes a duty to the taxpayer to deploy the financial resources available to 
it to the best advantage – a point made by Lord Diplock in the case of Bromley LBC v Greater 
London Council (1982). This clearly indicates an obligation to obtain the best possible financial 
return from investments which may be available, but offers the Council discretion to choose how 
those investments can be made. The authority clearly must not reach an investment decision so 
unreasonable that no reasonable authority could have made.  
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