Finance and Audit
Scrutiny Panel

Grand Jury Room, Town Hall
28 February 2012 at 6.00pm

The Finance and Audit Scrutiny Panel deals with

the review of service areasand associated budgets,
and monitors the financial performance of the
Council.The panel scrutinises the Council's audit
arrangements and risk management arrangements,
including the annual audit letter and audit plans, and
reviews Portfolio Holder 'Service' decisions referred to
the Panel 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 refer to Attending Meetings and “Have Your Say” 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 or switched to silent
before the meeting begins and note that photography or audio recording is not permitted.

Access

There is wheelchair access to the Town Hall from St Runwald 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 with lift access, if required, are located on each floor of the Town Hall. 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 you wish
to call
e-mail: democratic.services@colchester.gov.uk
www.colchester.gov.uk
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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 risk management arrangements, 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 financial performance of the Council, and to make
recommendations to the Cabinet in relation to financial outturns, revenue and
capital expenditure monitors

To scrutinise the Audit Commission's annual audit letter
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



COLCHESTER BOROUGH COUNCIL
FINANCE AND AUDIT SCRUTINY PANEL
28 February 2012 at 6:00pm

Members

Chairman : Councillor Sue Lissimore.

Deputy Chairman ; Councillor Will Quince.
Councillors Michael Lilley, Jon Manning, Gerard Oxford,
Mark Cory, Annie Feltham, Scott Greenhill, Pauline Hazell
and Justin Knight.

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

members of this Panel.

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.

Pages
1. Welcome and Announcements

(@) 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) Atthe Chairman's discretion, to announce information on:

« action in the event of an emergency;

« mobile phones switched off or to silent;
« location of toilets;

« 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 Iltems

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:

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

Minutes

To confirm as a correct record the minutes of the meetings held on the
following dates;

a. 23 November 2011

To confirm as a correct record the minutes of the meeting held on
23 November 2011.

The minutes have previously been deferred pending agreement by
the Chairman and Group Spokespersons to the wording of

an additional sentence at the commencement of minute

28, Treasury Management - Half Yearly report 2011-12.

The agreed wording added to the minutes is "Councillor Lissimore
asked the Panel Members not to use microphones during any
discussion on the confidential table within the following item".

b. 6 December 2011

13-17



10.

To confirm as a correct record the minutes of the meeting held on
6 December 2011.

These minutes were deferred at the last meeting pending an
amendment to words spoken by Mr. John Loxley under Have Your
Say for the item (Minute number 33) on the Completion of the
Decent Homes Programme Plus future investment in the Council's
Housing.

c. 24 January 2012

To confirm as a correct record the minutes of the meeting held on
24 January 2012.

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.

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.

Members of the panel may use agenda item 'a’ (all other
members will use agenda item 'b’) as the appropriate route for
referring a ‘local government matter’ in the context of the
Councillor Call for Action to the panel. Please refer to the
panel’s terms of reference for further procedural
arrangements.

Decisions taken under special urgency provisions

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

Referred items under the Call in Procedure

To consider any decisions taken under the Call in Procedure.

Certificate of Claims and Returns - annual report

18 - 22

23 - 38



11.

12.

13.

14.

See report from the Audit Commission.

Mr. Gary Belcher, Senior Audit Manager at the Audit Comission will
attend the meeting and present the report.

The Panel is asked to comment on, and note the report.

Financial Monitoring Report — April to December 2012

See report from the Head of Resource Management.

a. Appendix B
b. Appenices C-F

Capital Expenditure Monitor 2011-12

See report from the Head of Resource Management.

Work Programme

See report from the Scrutiny Officer.

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 100l
and Schedule 12A of the Local Government Act 1972).

39-44

45 - 48

49 - 58

59 -72

73-74






FINANCE AND AUDIT SCRUTINY PANEL
23 NOVEMBER 2011

Present:-  Councillor Sue Lissimore (Chairman)
Councillors Annie Feltham, Pauline Hazell,
Justin Knight, Jon Manning, Gerard Oxford and
Will Quince
Substitute Members :-  Councillor Lesley Scott-Boutell for Councillor Mark Cory
Councillor Martin Goss for Councillor Scott Greenhill
Councillor Julie Young for Councillor Michael Lilley

Also in Attendance :-  Councillor Elizabeth Blundell
Councillor Tina Dopson
Councillor Mike Hardy
Councillor Sonia Lewis
Councillor Beverley Oxford
Councillor Paul Smith
Councillor Anne Turrell

23. Minutes

The minutes of the meeting held on 18 October 2011 was confirmed as a correct
record.

Councillor Jon Manning (in respect of being acquainted with a '"Have Your Say'
speaker) declared a personal interest in the following item pursuant to the
provisions of Meetings General Procedure Rule 7(3)

24. Referred items under the Call in Procedure

Decision COM-004-11 Activity Centre services for people aged 50 and over

The Panel were asked to consider the decision COM-004-11 Activity Centre services
for people aged 50 and over, authorised by Councillor Tina Dopson, Portfolio Holder
for Communities and Diversity on 2 November 2011.

The decision was called-in by Councillor Sonia Lewis, supported by four other
Councillors, believing the decision had not taken account of the following principles,
Consideration of all the options available, Clarity of aims and desired outcomes and
having respect and regard for human rights.

Have Your Say - Members of the Public

Margaret Oakley, on behalf of the Activity Centre Members Committee (ACMC)
addressed the Panel, asking Councillor Tina Dopson to give assurances that the

existing community facility will be maintained aqd that all community users groups and



stakeholders remain an integral part of future governance arrangements.

Graham Warwick, on behalf of Iris Thompson, Treasurer to the Abbots Centre,
addressed the Panel, saying the ACMC would like to know; i) who will be responsible
for deciding what the service level agreement contains, ii) how long with the service
level agreement remain in place, iii) what guarantees will be in place to ensure they are
adhered to, iv) will existing staff be employed as they are essential to the smooth
running of the centre, and it is thanks to their experience, ideas, care, enthusiasm and
dedication that the centre is a safe and pleasurable place to be, v) assuming that the
building will be hired by non-members in order to raise money, our concern is that
without a dedicated, observant paid staff there is likely to be damage to member’s
property purchased over the years, and vi) can you guarantee that existing activities and
provision of food will be continued for five days a week.

Nicola Hopkins, a member of the Colne Stroke Communication Group, addressed the
Panel, saying she was very concerned by the decision to hand the lease for the Abbots
Centre to Colne Housing. It appears to have been an extremely secretive,
underhanded way that the decision was made by one Councillor, alone and with no
discussions amongst other councillors. Ms. Hopkins said it cannot be right for one
person to make decisions on behalf of a whole community, that it would be totally
arrogant for someone to think that. Ms. Hopkins felt that whilst people are not totally
happy with handing over the Abbots Road Centre to Colne Housing they did realise it
would be in their best interests to work constructively with them, seeing it as a way to
maintaining membership and allowing us the chance to participate fully in any future
dialogue. Ms. Hopkins did not agree with handing over a Council owned and
maintained facility to Colne Housing without any Service Level Agreement (SLA) in
place, tantamount to lunacy, that there is no guarantee that the Company can deliver
what will be asked of it, given nobody has specified what is needed. Regardless of
what Councillor Dopson has stated on consultation, Ms. Hopkins knew of a number of
user groups and organisations who were not consulted, for example, the Multiple
Sclerosis Society members, those who attend blood donor sessions and so she
believed members from the Lion Walk Centre, all amounting to a large number of
people. Ms. Hopkins said it was a shame that Debbie Young the manager at the
Abbots Road Centre was excluded from the dialogue that led to the decision being
made, an employee of 21 years, with a wealth of experience and ideas for future uses.
Ms. Hopkins provide the Scrutiny Officer with a list of questions to Councillor Tina
Dopson, as follows, i) Can an assurance be given that Abbots will continue to operate
as it is, with staff still employed for 5 days a week if Colne Housing manage the facility,
ii) If the existing services are maintained, will the member’s committee still have an
input into the running of the centre, iii) The Colne Stroke Communications Group have
been told that they will be invited to contribute to drawing up the SLA, will the invitation
come from the Council or Colne Housing, iv) When will the SLA be formulated and will
the SLA be long-term or up for renewal and re-tendered by a new company after a
year, and finally, v) What format will be used for getting new group’s views on running
Abbots, believing it should be a face to face consultation.

Nicky Bailey addressed the Panel, saying the Council did not genuinely seek people’s
views on alternative arrangements for formulating its proposals and issuing its letter of

15 July informing members of the intended cessation of operation at Abbots. The
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consultation undertaken was limited to assessment of the impact of the proposals, not
to examining alternatives to the proposed cessation of operation. The wording of this
letter and subsequent questionnaire was unequivocally clear, and the consultation was
limited to registered members of the activity centres and did not include existing user
groups. Ms. Bailey said in formulating proposals, the Council had not genuinely
examined alternatives to the cessation of operation, including, how many members
might be attracted, should the age limit be abolished and widened to include younger
people, should it become a community centre, what other services could pay and use
Abbots and whether current members are prepared to pay increased membership or
usage fees. Membership by usage was around 370, larger than the 277 registered
members quoted in reports and by the press. Ms. Bailey said the Council have
assumed that the centre will always operate at a loss despite the Head of Life
Opportunities stating in the report that extensive efforts have been made to increase
membership, though there is no evidence to support this. Ms. Bailey believed there
was evidence to the contrary, and that given the saving achieved by the cessation of
the operation is only £34,000 and consideration to increasing income would contribute
towards the shortfall. Ms. Bailey said there was no information about Abbots Activity
Centre on the Council’'s website. The decision to change the Centre’s operator in
advance of a proper consultation process had resulted in no opportunity being
provided for current members to give their views, a process that was not honest, open
or impartial. The Council now intends to undertake a consultation after the contract is
awarded, therefore, nobody will know what the level of service will be, with a third party
invited to choose that level for itself.

Elaine Rogers, Colne Communication Group Coordinator addressed the Panel, saying
that although the Colne Communication Group might not be entirely happy with the
direction that the council is taking Abbots, we do recognise that Colne Housing is a
serious player with considerable experience in working alongside the Council. The
Group wished to work constructively with them in achieving the best outcome for us as
a user and for the centre as a whole. A sensitively handled transition period will be
crucial to maintaining membership and we consider it essential that we participate fully
in any dialogue. Ms. Rogers agreed with all the points raised and questions asked by
Nicky Bailey and Nicola Hopkins, that her research confirms that all comments are
valid. Ms. Rogers felt that as Portfolio Holder, Councillor Dopson’s management of
changes has been secretive and without regard for others opinions, that on the one
hand we read about the wonderful groups for the elderly that Councillor Dopson is
setting up, but on the other, we hear of groups having financial difficulties because of a
lack in numbers and still more that have closed down. Yet she initially considered
closing a thriving centre without a feasibility study or comprehensive consultation. But
for Councillor Lewis’ reassurance recently that she has every faith in Colne Housing, |
would not trust their ability and Councillor Dopson’s procedure did not instil confidence.
Ms. Rogers felt a baseline Service Level Agreement draft specifying expectations was
obligatory, and expected bids received to be well above this and if none met the
requirements specified she expected the process to be re-advertised and repeated.
An especially stressful experience for members was finding that they could not ask
Debbie Young questions, they could no longer confide in her and seek advice. She has
been the mainstay at Abbots for some twenty plus years; she would make an excellent
consultant in guiding the initiatives for the elderly. She and her staff are dedicated,
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always giving beyond expectation and have achieved much over the years. Ms. Rogers
hoped they will be given the opportunity to make recommendations regarding their
future, should they so wish and trust that the council would be open to considering them
as possibilities.

Alan Thomas, a volunteer for the Colne Communication Group, addressed the Panel,
saying Abbots, a purpose built activity centre was run by a group of hard working staff
led by Debbie Young, and the premises and its facilities are ideal for the needs of his
group, and he would ideally like to see this arrangement carry on as it is, and the recent
petition of 5,000 signatories endorsed this view. Mr. Thomas was not happy with the
decision taken, but hoped he and others would have the opportunity to work
constructively with the Colne Housing Group in achieving the best outcome for our user
group and for the Centre as a whole. Mr. Thomas also asked questions to the Portfolio
Holder for Communities and Diversity, namely i) Will there be opportunities for the
current staff to continue in their current roles, ii) will the existing services be maintained,
i) Will the request for responding to the formulation of the SLA come from the Council
or Colne Housing, iv) what is the timescale for completing the SLA, and v) what form of
consultation will take place to receive comments from all user groups.

Andy Abbott addressed the Panel, referring the Panel to a report in this week’s Daily
Gazette, and the plight of the Evergreen Homes Charity, with their activities in danger of
ceasing. This situation highlighted the grave dangers for the Abbots Centre if it was
itself to run on a charitable basis. Mr. Abbott believed that changing from a Council run
activity to one run on a charitable basis was a breach of the current member’s human
rights.

Nick Chilvers addressed the Panel, saying that the aims and objectives of the decision
that was to be taken should have been determined before the decision was taken, and
that would formulate the SLA. The Council appeared to be going down the road of
letting out a contract and then determining a SLA for the preferred service provider. Mr.
Chilvers said reluctantly we are where we are, asking who will undertaking the
consultation process with members and user groups. He suggested there should not
be any further questionnaires as members had lost interest in this form. Mr. Chilvers
suggested that if the consultation was carried out by Colne Housing, as it appeared
senior management at Life Opportunities had stepped back from the process and had
given it little thought, Cone Housing should visit the centre to have face to face contact
with members and user groups, and the process needed to start soon

Have Your Say - Councillors

Councillor Hardy addressed the Panel saying from the outset the decision taking
process has been flawed, with the decision driven by a compelling need to balance the
Budget.

Councillor Blundell addressed the Panel saying she felt the role of the Council in
determining the process that led to the decision was confused and disjointed. A lack of
a proper consultation, with the views of stakeholders not properly considered had led to
the failure to consider all the options available. The only choice appeared to be that of
‘closure’, with no consideration given to how ideas and options could make the centre
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viable and thereby allow it to continue as before. Councillor Blundell said many
members had contributed to facilities and fittings within the centre that are an important
part of the fabric of the building and have made the centre such a success. Councillor
Blundell said this decision had been pushed through with haste with the notion that
current members should make alternative arrangements. Councillor Blundell asked the
Portfolio Holder to reconsider the decision taken and undertake a thorough consultation
before making a final decision.

Councillor Harrington addressed the Panel saying the debate around this decision at
Full Council on 18 October lost its way. What the signatories to the petition wanted to
see was a continuation of the services provided. Some of the petitioners are
vulnerable older people, unable to cope without help and assistance, and their
sentiment remained clear, that they want to keep open the centre in its present form.
Councillor Harrington said it was unclear as to what services will be provided in the
future, that the arrangements had been entered into back to front, with the need for an
SLA to be provided from the outset. Members and user groups were not given an
opportunity to provide alternative solutions such as consideration to an increase in fees
and charges, and Councillors such as Councillor Lewis, worthy people to express an
opinion were not given the opportunity to participate in the process. Councillor
Harrington urged the Panel to refer the decision back to the Portfolio Holder for further
consideration and to include Councillor Lewis and Debbie Young, the Centre Manager
in any future discussions.

Presentation of the Call in

Councillor Lewis addressed the Panel to explain the reasons for the call in.

Councillor Lewis said the Abbots Activity Centre was dear to her heart, a centre that
she was personally involved with from the outset some thirty years ago. Councillor
Lewis thanked the previous speakers for their comments of Debbie Young the current
centre manager. Whilst understanding the issues around the running costs of the
centre, she said had the Council spoken more widely to interested members and
groups, she was sure that they could have put forward a business plan. Whilst part of
the decision was to invest £15,000 of saving from the decision into the Lion Walk
Centre, Councillor Lewis said the two activity centres should not be compared, they
both offered a different range of facilities. Councillor Lewis also believed the footfall to
the Abbots Centre was in the region of 800 per week, a very high usage rate, and an
important factor when measuring retail outlet success.

Councillor Lewis said she did hold Colne Housing in high regard and has assured
everyone they are a group that do sterling work within the local community.

With Colne Housing as the future service provider, Councillor Lewis said it was
imperative that they and the Council involve all members and user groups in the future
process. Councillor Lewis said if the decision was confirmed, she hoped that a group
of cross party councillors would also be involved in the process. Councillor Lewis said
Colne Housing did not as far as she was aware, have any experience in voluntary health
and social care and there needed to be assurances that this important aspect of work
was continued.



Councillor Lewis challenged the validity of the process, questioning whether
appropriate site visits were undertaken, the consultation process was adequate and
whether all options such as a trust organisation had been considered.

In response to Councillor J Young, Councillor Lewis said that whilst she had said she
held Colne Housing in high regard, without knowing the details of other submissions
she was unable to say whether it was advantageous to commence with Colne Housing
sooner than later. Councillor Lewis also believed that it would be possible through a
trust status to make Abbots Centre run on a sound financial footing without subsidy.

Councillor Manning agreed that the current manager of the centre, Debbie Young, was
very important to the future consultation process, and asked how long a cross party
group would take to draw a conclusion on what is best. Councillor Lewis said on the
assumption that a proper consultation process would be undertaken a conclusion could
be reached within 3 months.

In response to Councillor Quince, Councillor Lewis said it had been implied that by
calling in this decision she had been mischievous. Councillor Lewis said this was not
the case, born out by the level of correspondence she had received, and if nothing else
was achieved by the call in, Colne Housing had at least heard the feelings of people
which had to be good.

Councillor Lewis responded to Councillor J Young, by saying she did think there was
advantages to the Abbots Activity Centre becoming a community centre, but would
prefer that the centre was given trust status in its current form. This could potentially
draw in grant funding and this was a serious option that needed consideration.

Portfolio Holder Response

Councillor Dopson addressed the Panel, responding to Councillor Lewis and the
previous speakers.

Councillor Dopson said Councillor Lewis believed the decision did not take account of
three principles of decision making set out in article 13.02 of the Constitution and as
stated in paragraph 3.2 of the Scrutiny Officer's covering report, and she wished to give
assurances to Councillor Lewis and the visiting public that this had not been the case.

Councillor Dopson said the process used by Portfolio Holders when determining the
outcomes of a decision were procedurally consistent and did not include dodgy
practices. The process to others may not seem transparent, but members and officers
are not working in an organisation where decision makers are working independently,
making decisions solely off their own back.

Councillor Dopson said a SLA will be agreed, using the evidence drawn from a proper
full consultation process with full engagement with all stakeholders. Councillor Dopson
agreed totally with Mr. Chilvers who said the consultation should include face to face
engagement with all small and large user groups, and assured the Colne
Communication Group will be the first stakeholder to be consulted.
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Councillor Dopson said the full consultation would provide the evidence from which the
SLA would be determined, and this would form the second decision to be taken.
Councillor Dopson wanted to reassure those present that she and other Portfolio
Holders work under the same governance procedures as all previous portfolio holders
under the Council’s current Cabinet arrangements, and the process used is
transparent.

No matter what decisions are taken, Councillor Dopson said Abbots was always going
to remain open and confirmed the consultation process would be face to face, not
through email or questionnaire. Councillor Dopson confirmed that she would respond
to all speakers in writing.

In response to Councillors Lissimore and G. Oxford, Councillor Dopson said
engagement and consultation would take place as soon as possible and would form a
further Portfolio Holder report to be signed off and subject to call-in. Councillor
Dopson said if it was preferred she would be happy to have the report pre-scrutinised
by the Panel before being formally approved.

Responding to Councillor Manning, Councillor Dopson said the consultation process
would be expected to be completed by the end of January 2012, but whilst it was
important to complete this process as soon as possible it would not be rushed. It was
also confirmed that Colne Housing had a proven track record and there was no
concerns about the organisation’s resources or finances. In response to Councillor
Hazell, Councillor Dopson said the SLA and lease agreement will be determined
following the consultation with current and future stakeholders.

Councillor Dopson confirmed to Councillor Oxford that the process leading to the
current decision was carried out in line with the process used for all the Council’s
decision making.

Councillor Oxford said he would as part of the Panel’s final resolution propose that the
Panel agree to the pre-scrutiny of the future report and decision of the new SLA and
lease with Colne Housing Society Limited.

Responding to Councillor Quince on the timing of the process, Councillor Dopson said
in terms of engagement with organisations, workshops were offered to those that had
expressed an interest in leasing and managing Abbots. Councillor Dopson did not
have any concerns with the voluntary organisations the Council is engaging with as they
provide a vast amount of knowledge and experience. Advertisements were placed for
the first two weeks in September inviting expressions of interest from organisations that
would be interested in leasing and managing Abbots prior to the organised workshop.
At this time no feasibility study was undertaken as this was about considering the initial
proposal from the Council. Councillor Dopson said any interested organisation could
express an interest though Colne Housing is only one of four organisations that did so,
and of those Colne Housing did have a very good track record with the right expertise.
Councillor Dopson said another applicant expressing an interest was an individual who
did not have any experience, but was concerned over a possibly closure. Councillor
Dopson confirmed that all those expressing an interest, organisations and individuals
alike, are scored against the same Equality Impact Assessment criteria. Councillor
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Oxford confirmed later in the discussions that he had enormous respect for Councillor
Lewis. Councillor Oxford said that when attending the Abbots Centre Annual General

Meeting , members attending the meeting had been advised that they could if they so

wished, formulate an expression of interest.

Councillor Dopson said a task and finish group could undertake to review the process,
but did not think this was a sensible approach and preferred that the full consultation
process and agreement of a SLA and lease with Colne Housing was completed as
soon as possible to allow Colne Housing the opportunity to put the Centre on a more
sustainable footing. Councillor Manning later said he believed a task and finish group
was not the best way forward and expressed preference for the current process to
continue and for the future decisions to be taken to be subject to pre-scrutiny by this
Panel.

Councillor J Young said she would second the proposal made by Councillor Oxford.

Councillor Dopson confirmed to Councillor Goss that if the negotiations over the SLA
and lease are not amicable, the Council will not continue with the process. Colne
Housing are however very supportive of what the Council wishes to put in place. In
regards to the question concerning notification of the current position, the four
remaining expressions of interest had been informed that they had been unsuccessful.

In Summary

Councillor Lewis gave her closing remarks, saying she had been actively involved with
the Abbots Centre since it had opened. Councillor Lewis believed everything put
forward by her and the previous speakers was linked to the principles of decision
making for which she believed the decision had not taken account of. Councillor Lewis
said a petition of 5,000 signatories only confirmed to her that her actions had been
justified. Councillor Lewis concluded by saying that if this decision was confirmed, she
hoped any future decision on the SLA and lease agreement would be offered to the
panel for pre-scrutiny.

Councillor Dopson gave her closing remarks, saying she believed that her decision had
taken account of all the principles of decision making as set out in Article 13.02 of the
Constitution, and this had been evidenced. Councillor Dopson said facts, not opinions,
had a place in the decision making process. Councillor Dopson gave an assurance
that all members and stakeholders of the Abbots Centre will be consulted face to face
as part of the SLA and lease agreement process, with the contents of the SLA
reflected by the outcomes of the process, and an Equality Impact Assessment will be
produced alongside the SLA. Councillor Dopson concluded by saying she did not think
the decision taken was in violation of human rights issues.

Conclusion

Mr. Judd, Scrutiny Officer confirmed to the panel that pre-scrutinising any future
decision would be the one opportunity for scrutiny. Mr. Judd said the Panel would, like
a call in hearing, be able to confirm the decision or refer the decision back to the
Portfolio Holder. In the case of a referral, if the Portfolio Holder did not agree with the
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26.

Panel’s proposals the decision would be referred to the Cabinet to determine the
matter.

Mr. Judd said the timing of any future scrutiny would be done in agreement with the
Portfolio Holder and Chairman, either at a scheduled or extra meeting whichever is the
most convenient for all, though consideration will be given to moving the date of a
current meeting so as to avoid an extra meeting.

RESOLVED that the Panel:

i) Confirmed the decision COM-04-11 Activity Centre Services for people aged
50 and over (UNANIMOUS).

i) Requested that the Portfolio Holder for Communities and Diversity allow the
Panel to pre-scrutinise the future decision on the service level agreement and lease
with Colne Housing Society Ltd to operate the Abbots Centre as a community facility.

1st and 2nd Quarter Risk Management progress report

Mrs Hayley McGrath, Risk and Resilience Manager, presented the report detailing the
6-monthly position on Risk Management progress.

Ms. McGrath explained the key messages, that there has been an increase in the
number of insurable risks occurring, which has resulted in additional insurance
premiums being charged and the key risk for quarters one and two continued to be the
potential impact of future central government decisions to reduce public funding,
including that of partners.

Ms. McGrath gave an overview of the work undertaken during the period, including the
risk strategies and registers that have been developed for the joint services.

Ms. McGrath explained that the risk matrix as shown in appendix 2 of the report had
been amended following recent discussions. The explained changes had resulted in
no risks moving into ‘High Risk’, though one risk, the inability to deliver the budget
strategy in the current economic climate (6¢), had moved from high to medium risk.

In response to Councillor Feltham, Ms. McGrath said despite the current economic
climate, the number of high risks remains low. The risk register recognised that the
probability of risk is quite high, but the plans in place to mitigate the risks means the
impact is not as great.

RESOLVED that the Panel considered and commented on the risk management
activity between April and September 2011, and noted the Strategic Risk Register.

Financial Monitoring report April - September 2011

Mr. Sean Plummer, Finance Manager, presented the report detailing the 6-monthly
9
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28.

position on the Financial Monitor, requesting the Panel to note the financial
performance of General Fund Services and the Housing Revenue Account.

Mr. Plummer explained the General Fund position as at period 3 was showing a
potential overspend of £673k. Following the budget process review of the 11/12
budget position, the current forecast outturn is a net overspend of £262k. This net
overspend shows a significant reduction does take account of the contingency of
£400k allocated by the Cabinet, given the budget risks for the year.

Mr. Plummer drew member’s attention to appendix D of the report, setting out all
savings that have now moved to the delivered category, and appendix E that sets out
the risk assessment of the savings in progress.

In response to Councillor Manning concerning the savings in progress and the
comments made for the development of Aqua Springs offers and facilities to generate
additional customer income, Mr. Plummer said the comments set out the factors that
can affect income.

Councillor Smith, Portfolio Holder for Resources and ICT said he commended the hard
work and diligence of officers in providing a Budget that is by and large being
achieved.

RESOLVED that the Panel considered and noted the financial performance of the
General Fund Services and the Housing Revenue Account in the first six months of
2011-12.

Capital Expenditure Monitor 2011-12

Mr. Sean Plummer, Finance Manager, presented the report detailing the progress
against all capital schemes in the first six months of 2011/12.

Mr. Plummer drew members attention to paragraph 4.2 of the report that noted forecast
spending for 2011/12 as £17.4m, and paragraph 4.4 of the report that summarised the
projected variances against current schemes.

RESOLVED that the Panel considered and noted the level of capital spending during
2011/12 and forecasts for future years.

Treasury Management - Half Yearly report 2011-12

The Panel/Committee resolved under Section 100A(4) of the Local Government
Act 1972 and the Local Authorities (Executive Arrangements) (Access to
Information) (England) Regulations 2000 (as amended) to exclude the public
from the meeting for the following item as it involved the likely disclosure of
exempt information as defined in paragraph 3 of Part 1 of Schedule 12A to the
Local Government Act 1972.

10
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Councillor Lissimore asked the Panel Members not to use microphones during any
discussion on the confidential table within the following item.

Treasury Management - Half yearly report 2011/12

Mr. Sean Plummer, Finance Manager, presented the report detailing the Treasury
Management performance for the first six months of 2011/12.

Mr. Plummer spoke about the Housing Revenue Account reforms as mentioned in
paragraph 5.2 of the report, informing members that more detail on the new financing
arrangements would be coming in the near future.

Mr. Plummer said the Council held £21.7m of investments as at 30 September 2011
and the investment yield for the first 6 months of the year is 0.72%.

Mr. Plummer drew members attention to paragraph 8.2 of the report that explained the
current situation in regards to the lcelandic Investments, and giving details on priority
creditor status for test cases and non test cases. Colchester was a non test case, and
as such payments to those creditors will be held in independent accounts.

Mr. Plummer explained that these payments did not amount to ‘new money’, and had
been accounted for in the Council’s accounts. Previous accounts had built in the
investments at a payback rate of 94.85%, a figure that had been based on advice from
CIPFA, though the current advice suggests the actual repayment percentage will be
98%.

Mr. Plummer confirmed to Councillor Lissimore that the investments are retained in an
investment bearing account attracting an interest payment on top of the repayment
figure.

In response to Councillor Quince, Mr. Plummer confirmed that there had been two
Icelandic Bank investments made that were short term (3-months) in duration, fixed
term deposits for a fixed set of time, to be paid on maturity. Councillor Smith, Portfolio
Holder for Resources and ICT said of the £10m of investments made at the
commencement of this Administration, £6m of these have been repaid, with the
outstanding Icelandic Investments of £4m to be repaid in accordance with the process
set out in the report.

Responding to Councillor Feltham, Mr. Plummer explained that the ‘Red’ (6-months)
and ‘Orange’ (12 months) notifications against investments as set out in Appendix B of
the report formed part of the process for determining who the Council invest with. The
categories, which determine the length of investment, form part of the policy for
treasury management as agreed by Council.

RESOLVED that the Panel considered and noted the activities relating to treasury
management for the first six months of 2011/12, and the expected impact of the
Housing Revenue Account reform measures on the Prudential Indicators and capital
and treasury plans.

11
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29. Work Programme

RESOLVED that the Panel noted the current Work Programme.

12
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FINANCE AND AUDIT SCRUTINY PANEL
6 DECEMBER 2011

Present:-  Councillor Sue Lissimore (Chairman)
Councillors Mark Cory, Annie Feltham, Pauline Hazell,
Justin Knight, Michael Lilley, Jon Manning,
Gerard Oxford and Will Quince
Substitute Member:-  Councillor Theresa Higgins
for Councillor Scott Greenhill

Also in Attendance :-  Councillor Kevin Bentley
Councillor Nigel Chapman
Councillor Paul Smith

30. Minutes

31.

The confirmation of the minutes of the meeting held on the 23 November was deferred
until the next meeting.

Annual Audit Letter

Ms. Debbie Hanson, District Auditor, Audit Commission, attended the meeting and
presented the Annual Audit Letter (AAL) and Audit Committee Update.

The update provided the Panel with a report on the progress in delivering the Audit
Commission responsibilities as the external auditor, and the externalisation of the audit
practice.

Ms. Hanson explained that the AAL is presented to the Panel each year. The Key
Messages as detailed on page 3 of the report, an unqualified audit opinion and proper
arrangements in place to secure value for money was very positive and a reflection of
the efforts made by the Council. In terms of value for money, Ms Hanson confirmed
that the Council’s proper arrangements secured financial resilience.

Whilst the Council had financial resilience there remained continual challenges, but
through the Fundamental Service Review (FSR) process, the Council had shown itself
to be innovative in respect of the way functions and services within, for example Street
Services and Revenues and Benefits, are being delivered and there are further FSRs
planned.

Ms. Hanson said there will be further challenges ahead such as the housing revenue
reform and the self financing of the Housing Revenue Account, and welfare reform.

Ms. Hanson also introduced the Audit Committee Update report that provided
members on the progress in delivering the Audit Commission’s responsibilities as the
external auditor. The Audit Commission expected to begin work on updating planning,
systems documentation and walkthrough of systems for the 2011/12 audit in January
2012 and will bring her audit opinion plan to the meeting on 24 January 2012.

1
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32.

Responding to Councillor Manning, Ms. Hanson said whilst the Council was affected by
the collapse of the Icelandic banks, the current expectations are that much of these
investments will be recovered. This was a very specific case. Whereas, there is
uncertainty about how Standard & Poor’s warning of a mass downgrade of euro zone
countries will resolve the euro crises. Locally, it would create a significant risk on
borrowing, especially for the financing of the Housing Revenue Account.

Mr. Plummer, Finance Manager, explained that the Treasury Management Investment
Strategy will be presented to the Panel at the meeting on 24 January 2012 was the
opportunity for the Panel to note the Treasury Management Policy and credit ratings,
and would include an outline of the new housing finance reforms.

Ms. Hanson responded to Councillor Manning, explaining that in regards to the variance
on fees for 2010/11, the Audit Commission did not usually expect reductions in fees as
they are usually set by way of reference to previous years. No variance to the fee
represented a good job.

Ms. Hanson confirmed to Councillor Manning that whilst the report was in colour, it did
have alternative symbols to qualify the findings, and was happy in future years to have
the report presented in black and white.

In response to Councillor Cory, Ms. Hanson confirmed that the Audit Commission in its
present form was to be disbanded, but qualified this by saying it did have another
obligation to fulfil, the appointment of other external auditors. Ms. Hanson confirmed
the details of the externalisation of the Audit Practice as detailed on page 4 of the Audit
Committee Update report.

RESOLVED that the Panel considered and noted the contents of the 2010/11 Annual
Audit Letter and the contents of the Audit Committee Update.

Annual Governance Statement

Mrs Hayley McGrath, Risk and Resilience Manager, presented the interim review of the
Annual Governance Statement Action Plan.

Ms. McGrath mentioned the key messages, that there has been progress against all of
the issues identified in the action plan (the Action Plan had previously been reported to
the Accounts and Regulatory Committee as part of the Annual Governance Statement
2010/11) and the audit of the final accounts for 2010/11 did not raise any concerns with
the Annual Governance Statement or the action plan. Accordingly the statement was
published for inspection.

Ms. McGrath brought the Council’s joint services (Colchester and Ipswich Museum
Service and the North Essex Parking Partnership) governance statements (appendix 2
of the covering report) to the attention of members.

Appendix 1 of the report showed those individual internal control issues relating to
2010/11. Ms. McGrath explained that there was confidence that item 1, “Contract
2
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Procedures”, would be resolved by the end of 2011/12.

The issues for item 2 on "Homelessness” had now been resolved, with Ms. McGrath
confirming to Councillor T. Higgins that the recommendations by the internal auditors on
systems and processes had been implemented. On item 3, “Managing the Risk of
Fraud”, a lot of the action work had now been undertaken, and item 4, “IT Disaster
Recovery”, Ms. McGrath had been given assurances that the actions had been
implemented.

RESOLVED that the Panel considered and noted the work undertaken to implement
the current Annual Governance Statement Action Plan.

Councillor Annie Feltham (in respect of being a 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)

33. Completion of the Decent Homes Programme Plus future investment in the
Council's Housing

Have Your Say

Mr. John Loxley addressed the Panel saying whilst he was aware that properties could
pass the decency standard without all attributes being updated, he believed if any major
interior items such as kitchen and bathroom are deficient, a property should not be
considered to be a 'decent home'. Mr. Loxley was aware of a tenant where an

old bathroom had not been improved and did not consider this to be a decent home.

Councillor Lissimore informed Mr. Loxley that he would in due course be responded to
in regards to his query.

General Discussions

Ms. Lindsay Barker, Head of Strategic Policy and Regeneration, Mr. John Rock,
Contracts Risk and Service Manager and Mr. Mark Wright, Director of Property
Services at Colchester Borough Homes attended the meeting for this item.

The Finance and Audit Scrutiny Panel has received regular updates on the Capital
Improvement Programme (Decent Homes Programme) for the past two years, and Ms.
Barker introduced the report previously presented to the Cabinet meeting on 30
November 2011 that informed members of the completion of this programme. This
report also notified the Cabinet of the proposed strategy for a five year Housing
Investment Programme.

Ms. Barker said this was a very good news story with the Council achieving decency a

year earlier than planned, later explaining with this job now done it was an opportunity
for the Council to look positively to the future.
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34.

In response to Mr.Loxley, Mr. Wright confirmed that all properties had attained a
decency standard. Mr. Wright said not all the separate interior elements within a
property have to pass the standard, and this had been explained in paragraph 5.4 of the
report.

Mr. Wright said whereas a bathroom in a property may be life expired (old) and in poor
condition and therefore fail the decent homes standard, because all of the other
qualifying elements in the property i.e. Kitchen, heating etc are neither old nor in poor
condition the property itself passes the Decency standard.

Mr. Wright confirmed that almost all of the bathrooms in the housing stock appear in the
backlog under the Investment plan simply as they are life expired and the financing of
these refurbishments will be met through the 5 year Housing Investment Programme
(HIP).

Mr. Rock said the original Gold Standard refurbishment went beyond the decency
standard and in the early days of the Decent Homes Programme the Gold Standard
provided for new kitchens and bathrooms.

It was confirmed to Councillor Manning that of the £3,041,172 not spent against the
Decent Homes Budget, this included the work that has been refused, valued at
£706,600. This work remained outstanding, to be carried out when tenancies change.
The net underspend was £2,334,572.

Ms. Barker responded to Councillor Manning saying the 5 year HIP was part of an
overall 30 year investment model, established to support the Housing Revenue
Account business planning process that will provide good quality accommodation,
maintaining the value of all assets. There was a great deal of confidence that the HIP
would be completed within the timescales, picking up all outstanding works.

Councillor Quince believed this was most definitely a good news story, a substantial
way to where the Council needs to be.

Mr. Rock confirmed to Councillor Cory that the 5 year HIP will pick up on all those
elements not previously completed e.g. replacement of old bathroom or kitchen.

Councillor Smith, Portfolio Holder for Resources and ICT said the new investment
model including the 5 year HIP will allow Colchester to set their own standards, good
news and very much part of the localism agenda. Councillor Smith expressed favour in
this new approach.

RESOLVED that the Panel considered and noted the Cabinet report on the completion
of the Decent Homes Programme and future investment in the Council’s housing.

Half yearly Internal Audit Assurance report

Ms. Hayley McGrath, Risk and Resilience Manager, presented the report providing a
half yearly update on the Internal Audit Assurance report for 2011/12.

4
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35.

Ms. McGrath mentioned the key messages within the report, i) that the Council has
continued to provide an effective internal audit service during the first half of the
2011/12 financial year, ii) the Housing and Council Tax Benefit audit received a ‘Full’
assurance rating. This area also received full assurance ratings in 2010/11 & 2008/09,
iii) that assurance ratings for Waste Management, Booking of Public Premises and
CCTV audits have improved from ‘Limited’ to ‘Substantial’, iv) the Managing the Risk of
Fraud audit received a ‘Limited’ assurance rating. This was the first audit of this area, v)
there has been 2 priority 1, 54 priority 2 and 8 priority 3 recommendations made and all
recommendations have been accepted by management, and vi) there continues to be
good progress made in implementing and verifying outstanding recommendations

Having reviewed the outstanding recommendations as shown in paragraph 8.2 of the
report, Ms. McGrath confirmed there was now only 1 of the 19 recommendations
overdue, with the number of recommendations not due rising from 53 to 55, and the
number of recommendations awaiting verification by the internal auditors rising from 45
to 61.

Ms. McGrath confirmed to Councillor Lissimore that the recommendations in relation to
the audit 623 “Cemetery and Crematorium” are about ensuring the synchronisation of
the dual system updates.

RESOLVED that the Panel commented on and noted the 2012/13 Internal Audit Work
Programme, the internal audit activity for the period April — September 2011 and the
performance of internal audit by reference to national best practice benchmarks.

Work Programme

Mr. Robert Judd, Scrutiny Officer confirmed to the Panel that the item on the Financial
and Parking Aspects of Park and Ride has been deferred and provisionally scheduled
for the meeting on 27 March 2012, pending the completion of the modelling work
commissioned by Essex County Council.

RESOLVED that the panel noted the revised Work Programme.
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FINANCE AND AUDIT SCRUTINY PANEL
24 JANUARY 2012

36.

37.

38.

Present:-  Councillor Sue Lissimore (Chairman)
Councillors Mark Cory, Annie Feltham, Scott Greendhill,
Justin Knight, Michael Lilley, Jon Manning,
Gerard Oxford and Will Quince
Substitute Member:-  Councillor Mike Hardy for Councillor Pauline Hazell

Also in Attendance :-  Councillor Tina Dopson
Councillor Paul Smith
Councillor Tim Young

Minutes

The approval of the minutes of the meetings held on 23 November 2011and 6
December 2011 were deferred to the next meeting.

Audit Opinion Plan 2011-12

Ms. Debbie Hanson, District Auditor, Audit Commission and Mr. Gary Belcher, Audit
Manager attended the meeting for this and the following item.

Ms. Hanson presented the Audit Opinion Plan 2011-12 to the Panel, providing a report
on the work of the Audit Commission towards the 2011/12 audit, with the plan based on
the Audit Commission’s risk-based approach to audit planning.

Ms. Hanson drew Members attention to the significant risks identified in the papers,
those of Heritage Assets, the new IT System, HRA reform and the Visual Arts Facility
(firstsite), and the testing strategy adopted by the Commission.

Councillor Manning thanked officers for producing the Audit Commission reports in
black and white.

RESOLVED that the Panel considered and noted the contents of the Audit
Commission’s Plan 2011/12.

Audit Commission Progress Report

Mr. Belcher presented the Audit Committee Update, the purpose of which is to provide
the Finance and Audit Scrutiny Panel with a report on the progress in delivering the
Commission’s responsibilities as the Council’s external auditor.

Ms. Hanson confirmed to Councillor Lissimore that the key considerations for members
as listed in the report are standard questions that can sometimes generate a response
from clients. There had recently been a fraud gase involving fraudsters seeking to
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change the banking details of Council’s customers, and where successful it would end
in a financial loss to the Council. In this case, the ‘Fraud Prevention Checklist’ helps
Council’s address potential weaknesses.

RESOLVED that the Panel considered and noted the Audit Commission’s Audit
Committee Update.

2012/13 Budget Strategy

Mr. Sean Plummer, Finance Manager, explained that this was an opportunity for the
Panel to consider collectively, the attached Cabinet reports on the 2012/13 Revenue
Budget, Capital Programme and Medium Term Financial Forecast, the Housing
Revenue Account Estimates 2012/13 that had a significant impact on the Council’s
finances, the Housing Investment Programme (HIP) 2012/13 and the Treasury
Management Strategy 2012/13 giving practical implications on borrowing. All these
reports are inextricably linked as part of the overall budget process, and all forming the
overall decision to be taken by the Cabinet at tomorrow evening’s Cabinet meeting.

Mr. Plummer presented the Cabinet report that provided an update on the 2012/13
Revenue Budget, Capital Programme and Medium Term Financial Forecast, prepared
in accordance with a process and timetable agreed at Cabinet and endorsed by the
Strategic Overview and Scrutiny Panel.

Mr. Plummer said it is proposed that the Council’s element of the Council Tax be frozen
for 2012/13, and this would be achieved against a background of significant reductions
in core government grant funding and other cost pressures, and without the use of
additional reserves to balance the budget.

The Current Year’s Financial Position is the forecast outturn is expected to be a small
overspend of less than £200k. This forecast shows an improvement on the position
reported during the year and reflects work undertaken to identify budget savings in
year.

The 2012/13 Revenue Cost Pressures in appendix B, set out revenue cost pressures,
over the 2011/12 base, of £1,621k which has been identified during the budget
process. The 2012/13 Growth Items were set out in appendix C, totalling £696k which
are recommended for inclusion in the budget. Appendix D identified the 2012/13
Revenue Saving / Increased Income, totalling £1.696m, less than that required for the
11/12 budget but remaining a significant sum.

Mr. Plummer said the provisional Local Government Finance Settlement, announced in
Parliament on 8 December 2011, is £8,671k. This represents a decrease on the
adjusted 2011/12 grant of £833k or 8.8%. As been the case for the last four years the
grant has been reduced by the system of damping or floors. The floor methodology,
designed to ensure that no authority receives a cut greater than a given level, shows
that for Colchester the cost of damping is £1.165m.

Councillor Lissimore thanked officers for their hard work in providing a report that given
2
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the complexity, was relatively easy to read.

Mr. Plummer confirmed to Councillor Manning that the Budget would result in no impact
on Parish Council grants. The grants to Parish Councils, £102,000 for 2012/13 has
already been agreed and had not changed from 2011/12.

In response to Councillor Manning, Mr. Plummer said whilst it was proposed to have a
‘no increase’ in the Council’s element of Council Tax, the expected budgets from
Essex County Council for e.g. fire and police services, would not be known until
February.

Responding to Councillor Cory, who believed the Budget had been determined through
a systematic, balanced approach, rather than what appeared to be a ‘salami slicing’
approach by many other public bodies, Mr. Plummer said the Budget has been
achieved through the budget strategy process that had delivered efficiency savings,
e.g. a new IT Contract and identifying opportunities to increase income, a point
emphasised earlier by the Audit Commission. Councillor Smith, Portfolio Holder for
Resources and Heritage said a lot of work had gone into identifying savings through the
Fundamental Services Review process. Work on the current Budget commenced
back in February 2010, a long-term planned process that questioned the way the
Council delivers its services and whether there was a more efficient way. For example,
60% of Housing Benefit claim forms are now completed on-line, a system that avoids
forms being incorrectly completed or mandatory information not being provided, that in
the days of manual form filling, would have created many delays to the process. In
response to Councillor Lissimore, Councillor Smith acknowledged that there are many
vulnerable people without the IT skills needed to undertake on-line claims, and the
increase in efficiencies because of this new way of working, enabled staff to give more
time to vulnerable people either to help them complete the information on-line or at the
Angel Court reception.

In response to Councillor Quince, Councillor Smith confirmed that under the grant
floors system, Colchester’s grant was reduced by £1.165m, the fifth largest reduction
of all district councils. Despite the reduction in Government funding, the Council was to
produce a balanced budget with no change to the Council Tax rate.

RESOLVED that the Panel considered and noted the 2012/13 Revenue Budget,
Capital Programme and Medium Term Financial Forecast.

Councillor Annie Feltham (in respect of being a 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)

40. Housing Revenue Account Estimates and Housing Investment Programme

Mr. Darren Brown, Housing Accountant, presented the Cabinet report that provided an
update on the Housing Revenue Accounts (HRA) Estimates 2012/13, to be considered

by Cabinet on 25 January 2012.
3
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Mr. Brown said the estimates reflected the changes in HRA reform (self-financing), that
radically alters the funding of Council Housing, and included house rents set within
Communities and Local Government (CLG) guidelines, therefore set by reference to
Government national policy.

RESOLVED that the Panel considered and noted the Housing Revenue Account
Estimates 2012/13.

Councillor Annie Feltham (in respect of being a 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)

41.

Housing Investment Programme (HIP) 2012-13

Mr. Darren Brown, Housing Accountant, presented the Cabinet report that provided an
update on the Housing Investment Programme (HIP) 2012/13, representing a
substantial increase in investment from 2011/12 under the last year of the HRA
Subsidy system. The report would be considered by Cabinet on 25 January 2012.

RESOLVED that the Panel considered and noted the Housing Investment Programme
(HIP) 2012/13.

Councillor Annie Feltham (in respect of being a 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)

42. Treasury Management Investment Strategy

Mr. Steve Heath, Finance Manager presented the Cabinet report that provided an
update on the Treasury Management Strategy Statement to be considered by Cabinet
on 25 January 2012.

The strategy for 2012/13 was largely unchanged, with a bank rate of half a per cent
forecast for the remainder of the year. The investment policy was one of low risk,
emphasising the priority of security and liquidity, with the Council only using approved
counterparties from countries with the highest credit rating of ‘AAA’, together with those
from the UK.

In response to Councillor Manning, Mr. Heath said the outlook for bank rates was very
low so there was no impact of a narrowing investment market by not investing with e.g.
‘AA’ rated France. The Council has recently entered into ‘AAA’ rated investments in
many market funds.
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Councillor Smith drew member’s attention to paragraph 5.4 of the HRA Reform
Borrowing report that mentioned the Council’s ambitions to undertake significant
investment in the housing stock. This could include additional borrowing up and it was
proposed that the new borrowing should consist of a range of loans over the 25 to 50
year period, which should result in an even spread of maturities once the existing debt
has been taken into account. This approach will still enable pooled HRA debt to be
repaid providing that there is sufficient capacity available. It will also ensure that the
Council takes full advantage of the opportunity to lock-in to historically low rates of debt,
whilst providing long term flexibility. Councillor Smith welcomed Member’s views on
this strategy.

To exit the current HRA system Colchester will have to pay the Government £74.338m,
to be financed by new Council borrowing. Councillor Smith agreed with Councillor
Quince’s analogy that it would be like paying a giant mortgage against the housing
assets. And assuming the business plan is correct, aligning borrowing to the business
plan, as illustrated in the debt profile within the report, is the lowest risk option as the
borrowing will exactly match the requirements, and there will be complete certainty
regarding the interest charges to the HRA. Councillor Smith did not envisage a time
when all debt will have been paid off, that there will always be some level of debt
against the housing assets, though this would be the ultimate aim.

Councillor Cory said he fully supported the Treasury Management Strategy that
included proposals for new borrowing in respect of the HRA reform settlement, to be
approved by Cabinet tomorrow evening. Councillor Manning also endorsed the
strategy, believing it to be the best for Colchester’s residents.

Councillor Smith said because the loan is not paid off immediately, future funds will
enable the Council to manage the property base with investments in property stock, a
long term win-win situation for the Council and tenants and an added bonus of the
creation of local jobs in the building and associated industries.

RESOLVED that the Panel considered and endorsed the Treasury Management
Strategy Statement.

Work Programme

RESOLVED that the Panel noted the current Work Programme.
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ltem
@ Finance and Audit Scrutiny Panel 11

COEHESTER
— 28 February 2012
Report of Head of Resource Managment Author  Sean Plummer
282347
Title Financial Monitoring Report — April to December 2012
Wards Not applicable
affected

2.1

2.2

3.1

3.2

3.3

4.1

The Panel is invited to review the financial performance of all
General Fund services and the Housing Revenue Account for the
first nine months of 2011/12

Action required

The panel is asked to note the financial performance of General Fund Services and the
Housing Revenue Account (HRA) in the first nine months of 2011/12.

Reason for scrutiny

Monitoring of financial performance is important to ensure that:

e Service expenditure remains within cash-limited budgets.

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

e Performance targets are being met.

This report also gives the panel the opportunity to hold Service Managers and Portfolio
Holders accountable for their budgets.

Background and Summary Position

This report reviews the Council’'s overall position based on profiled income and
expenditure for the nine months to 31 December 2011, and also shows a 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.

The projected outturn for the General Fund is currently a net overspend of £242k The
Housing Revenue Account forecast outturn position is an overspend of £163Kk.

The General Fund position at Period 6 was showing a potential overspend of £262k,
therefore an improved forecast is now expected.

General Fund — Position to 31 December 2011

Service Budgets

Appendix A summarises the Council position by expenditure group and by Service
Group. The net position shows a variance against profiled budget for General Fund
Services (excluding benefits) of £918k (favourable). This comprises total expenditure
being £1,002k lower than expected and less income than expected totalling £84k.
Appendix B provides a more detailed view, breaking this information down by individual
Service Groups.
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4.2. 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

4.3. Benefits payments are not shown 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.

5. Outturn Forecast / Risk Areas

5.1 This is the second review this year of the 11/12 budget position and the current forecast
outturn is net overspend of £242k. This takes account of the contingency allocated by
Cabinet of £400k which was agreed given the budget risks for this year.

£000
Service budgets 546 | See paras. 5.2 — 5.7 and Appendix C
Technical Iltems 96 | See paras. 5.8 - 5.9
Potential net overspend 642
Contingency (400) | As agreed by Cabinet.
Potential call on balances 242
Service Budgets

5.2 The following table sets out the forecast outturn for all service areas with outturn
variances. This shows a net forecast overspend of £546k. As the table shows the key
variances are in respect of forecast shortfalls in income

Service Forecast outturn
Expenditure Income Net
£000 £'000 £000
Corporate Management 65 43 108
CSC (18) 20 2
Executive Management Team (29) 0 (29)
Environmental & Protective Services (83) 105 22
Life Opportunities (184) (180) (364)
Resource Management (incl. CDC) 75 (87) (12)
SP&R (23) (10) (33)
Street Services (11) 708 697
Corporate budgets items 155 155
Total all services (53) 599 546

5.3 Appendix C sets out details of all forecast variances against service budgets at the year-
end totalling £546k.

5.4  When FASP scrutinised the 11/12 budget it was agreed that the Panel would receive a
quarterly report showing progress against the various budget savings or increased
income included in the budget. The 11/12 budget included £3.6m of savings or additional
income. Senior Management Team continues to review all savings to assess which have
been implemented and progress towards delivery.

5.5 When the Panel reviewed the list of savings it was agreed that details of previously

reported delivered savings would not be shown again. For those items that have not yet
been fully delivered an assessment hagreviously been made of the risks to delivery,



using a simple red / amber / green classification. However, given that the end of the
financial year is under two months away it is now considered more appropriate to assess
the extent to which savings have been achieved.

5.6 Appendix D sets out all savings that have now moved to the delivered category and
Appendix E sets out the remaining savings showing whether these have been partly or
achieved or not. The table below summarises the updated position showing that now
over £3.13m (88%) of savings have been delivered.

Quarter 1 Review | Quarter 2 Review | Quarter 3 Review
£'000 % £'000 % £000 % | %
Complete 1,781,650 | 50 | 2,619,150 | 73 | 3,024,900 | 85
In progress* 1,754,250 | 49 916,750 26 88
Partly delivered 96,000 3
Not delivered (part) 202,000 5 12
Not delivered (full) 30,000 | 1 30,000 1 243,000 7
Total 3,565,900 | 100 | 3,565,900 | 100
* items in progress were risk assessed as follows
Green 463,500 | 13 | 286,000 8
Amber 947,750 | 26 | 275,750 8
Red 343,000 | 10 | 355,000 10
Sub total 1,754,250 | 49 | 916,750 26

5.7. There are a number of points that should be made when considering the savings
position:-

(1) Although £0.4m of the savings are reported as being “not delivered” in a number
of instances services have identified other in year actions to minimise or even
negate the impact of this on the outturn.

(i) The impact on the 12/13 budget of non delivered savings has been considered as
part of the 12/13 budget proposals

(i)  The level of savings not delivered is £0.4m which is in line with the contingency
allocated

Corporate / Technical Items — Interest earnings

5.8. The budget includes a number of corporate and technical budget areas including the net
interest budget. It has been reported to the Panel that net interest earnings are forecast
to fall below budget given that interest rates remain at historically low levels. As such, the
forecast outturn for the year remains based on a £300k shortfall.

5.9. As has been reported previously there are a number of savings that have been identified
to offset this as shown in the following table:-

Item Saving | Comment

£'000

Net interest earnings 300 See para. 5.10

Single Regeneration (52) Relates to provision to repay a grant that is no longer required

Budget
Pensions cost (39) Revised assessment of carried forward budget
Food Waste trial (45) Trial now estimated to be delivered within a reduced budget.

Electricity Wayleaves (70)

96

Summary position

5.10. The forecast outturn shows a potential net overspend of £242k. This primarily reflects

forecast shortfalls in various income budgets with the most significant being car parks
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5.11.

6.1

6.2

6.3

6.4

6.5

6.6

and net interest earnings. It should be noted that adjustments in respect of both these
items has been made in the 2012/13 budget proposals.

A review of the balances position has been reported to Cabinet as part of the 2012/13
budget. This included the assumption that there was a potential general fund outturn
position of under £200k. Whilst the current forecast shown in this report is slightly higher
than this it is considered that the final outturn figure will be within the range used for
budget purposes. The final outturn will be reported to this Panel at the end of June.

Housing Revenue Account

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 December
2011, the HRA is underspent by £712k compared to the budget for the same period. This
is primarily due to lower expenditure on Premises costs (E543k), Supplies & Services
costs (£143k) and Support Service costs (E65K). Furthermore, we have received £70k
less income than anticipated. The current projected outturn for the HRA is that it will be
over budget by £163k. This comprises a £96k under-recovery of income, and an
estimated £67k of costs in 2011/12 associated with various projects. The main factors
contributing to the variance to date are detailed in the following paragraphs.

There is a general underspend across most Supplies and Services budgets, but most
significantly on Legal & Consultancy costs (£35k) and IT costs (E34Kk).

Premises related costs are showing an underspend of £543k as at the end of December
2011. Overall, there is a net underspend of £380k on Repairs and Maintenance. The
repairs budget reflects the re-profiling provided by CBH. The largest cause of this
position is we have charged £305k of the external overview contract to the housing
capital programme, whilst the original budget allocation was held within the revenue
account. The remainder of the underspend on R&M to date relates to the timing of
expenditure on the external decorating programme and the gas servicing contract, along
with repairs and maintenance of pumping stations, Homeless Persons Units and other
delegated areas. There are underspends of £85k on Grounds Maintenance budgets
which relate to the timing of expenditure. There is an underspend of £76k on Ultility and
Water costs.

Support service costs are underspent by £65k at the end of December. The HRA
receives recharges from a number of services and given the level of expenditure
currently experienced within these areas as at December 2011, there is a resultant
impact upon the HRA for recharges from these services.

There is a £70k under-recovery of income at the end of December 2011. This has
primarily arisen as a result of less income from supporting people charges, which reflects
the Portfolio Holders agreement to partially negate charges whilst the implementation of
the new sheltered housing service is undertaken, following the reduction in funding from
Essex County Council. It is currently predicted that there will be an under-recovery of
income of £96k at the year-end, reflecting the full effect of the supporting people charges
negation as well as an anticipation of less tenant’s service charge and garage rental
income than assumed within the budget. However, the overall under-recovery of income
for the year will be influenced mainly by the level of void properties and garages for the
remainder of the financial year

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. Howgr\éer, it is currently anticipated that the £305k of



6.7

7.1

8.1

9.1

10.

10.1

external overview costs mentioned in paragraph 6.3 above will be funded by an
additional RCCO (revenue contribution to capital), resulting in an overall neutral effect on
the revenue outturn position for these costs.

It should be noted that the uncommitted HRA balance is currently above the minimum
recommended prudent level. This therefore could be used to meet the forecast outturn
overspend on the HRA should it materialise.

Strategic Plan references

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 2011/12 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.

Financial implications

As set out above.

Risk management implications

Risk management is used throughout the budget cycle, and this is reflected in the
strategic risk register. The 2011/12 revenue budget report that was approved by Council
in February 2011 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.

Other Standard References

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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Item
%% Finance and Audit Scrutiny Panel 12

COLCHESTER 28 February 2012

—
Report of Head of Resource Management Author  Graham Coleman
B 282741
Title Capital Expenditure Monitor 2011/12
Wards Not applicable
affected

11

2.1

2.2

3.1

3.2

3.3

4.1

The Panel is invited to review the progress against all capital schemes in
the first nine months of 2011/12

Action Required
To note the level of capital spending during 2011/12 and forecasts for future years.
Reason for scrutiny

Monitoring capital spending is important to ensure:
. Spending on projects is within agreed scheme budgets.
. The overall programme is delivered within budget.

This report also gives the Panel the opportunity to hold Service Managers and Portfolio
Holders accountable for their budgets.

Background

This report sets out details of spending for the financial year 2011/12 (April to December)
and revised forecasts for future years.

The report includes new capital funding and changes to the capital programme as
revised by Cabinet on 13 July 2011 and 7 September 2011, and by Council on 20 July
2011.

The report includes capital expenditure in respect of the Housing Investment
Programme, including expenditure on the Council’s housing stock.

2011/12 review

In the first nine months of this year capital spending totalled £9.1 million. This represents
37.7% of the total programme, and 58.1% of the projected spend for 2011/12. New
funding has been added to the capital programme including £51.7k from additional
Government grant for Mandatory Disabled Facilities Grants and £105k in external
funding in respect of the Transcoast project. Also included are further contributions from
other external parties and Section 106 monies. It should be noted that the programme
includes a number of major schemes where spending is planned across more than one
year. Budget managers have re-profiled their forecasts for expenditure in line with
expectations for 2011/12 and beyond.
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4.2  Forecast spending for 2011/12 is £15.6 million, with the remainder of the programme
planned for 2012/13 and 2013/14 and beyond. The table below shows this by service

area:
Current 2011/12 Expected Expected
Total Expenditure | Expenditure Expenditure

Summary Programme for year 2011/12 2012/13 &

2013/14 &
beyond

£'000 £'000 £'000 £'000

Corporate Management 795.7 122.5 251.8 543.9
EMT 79.2 20.9 79.2 0.0
Resource Management 59.6 21.4 43.2 41.4
Street Services 182.2 0.0 74.9 107.3
Environmental & Protective Services 4,785.4 156.6 316.4 4,469.0
Strategic Policy & Regeneration 7,613.5 4,350.9 6,718.4 1,100.1
Life Opportunities 2,768.4 1,023.7 1,447.1 1,321.3
Completed Schemes — current 175.8 152.0 182.7 0.0
Completed Schemes — not reported 37.1 36.2 36.2 0.0
Finance Leases 81.4 81.4 81.4 0.0
Total — General Fund Services 16,578.3 5,965.6 9,231.3 7,583.0
Housing Revenue Account 7,486.3 3,102.4 6,364.1 1,122.2
Total Capital Programme 24,064.6 9,068.0 15,595.4 8,705.2

4.3 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 16 February 2011, and revised by Cabinet on 13
July 2011 and 7 September 2011, and by Council on 20 July 2011.

4.4 The table below summarises projected variances against current schemes. The Al2
Junction scheme will require further funding of around £205k, Site Disposals Costs
require further funding of at least £25k and there are minor variations on completed

schemes.
Scheme Over/ (Under)
£'000
A12 Junction 205.0
Site Disposal Costs 25.0
Other minor variations 6.0
Total Net Overspend 236.0

4.5 This sum will be referred to Cabinet in March. Cabinet will also consider an up to date
forecast of capital receipts.

5. Strategic Plan references
5.1 The Council's Capital Programme is aligned to the Strategic Plan.
6. Financial implications

6.1 As set out above.
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7.1

8.1

Risk management implications

Risk management issues are considered as part of all capital projects.

Other Standard References

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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Item
Finance and Audit Scrutiny Panel 13

COLCHESTER
— 28 February 2012
Report of Scrutiny Officer Author Robert Judd
Tel. 282274
Title Work Programme 2011-12

Wards affected Not applicable

This report sets out the 2011-12 Work Programme for the Finance and Audit
Scrutiny Panel and Accounts and Regulatory Committee

1. Action Required
1.1 The Panel is asked to consider and comment on the 2011-12 work programme.
2. Reason for Action
2.1 This function forms part of the Panel's Terms of Reference in the Constitution.
3. Changes / Amendments
3.1 No changes or amendments to the Work Programme.
4. Work Programme
28 June 2011
Annual review of the Governance Framework and 2010-11 Statement (A&R)
Annual Statement of Accounts
Stanway Community Governance Review (A&R)
2010-11 Revenue Expenditure Monitoring Report (FASP)
2010-11 Capital Expenditure Monitoring Report (FASP)

2010-11 Internal Audit Report (FASP)
Future of Local Public Audit — a consultation (FASP)

Nogokhwh =

26 July 2011

. Annual Report on Treasury Management

2010-11 Risk Management Summary & Strategy Review

2010/11 Year end review of Capital Improvement Programme (DHP)
Draft Annual Statement of Accounts (A&R) )(+ briefing)

Notification of the review of Polling Places and Districts (4-yearly)(A&R)

abhwn =

23 August 2011
1. 2011-12 Revenue Expenditure Monitoring Report, period April to June
2. 2011-12 Capital Expenditure Monitoring Report, period April to June

27 September 2011

1. Annual Statement of Accounts — Annual Governance Report (A&R)
Internal briefing — 6pm, Thursday 22 September 2011

2. Polling Places and Districts Proposals (A&R)

3. Office Accommodation / Flexible Working (FASP)
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18 October 2011
1. Polling Places and Districts Proposals (A&R)
2. Rec. for Community Governance Review Stanway Parish Council (A&R)
3. Report Publication of Audited Statement of Accounts
(electronic copies to Members of the Committee) (A&R)
4. Annual Business Continuity Year-end

23 November 2011

1. CALL-IN — Activity Centre Services for people over 50 years of age

2. Risk Management, period April to September

3. 2011-12 Revenue Expenditure Monitoring Report, period April to September
4. 2011-12 Capital Expenditure Monitoring Report, period April to September
5. Treasury Management — 6-monthly update

6 December 2011 (extra meeting)

1. Annual Audit Letter (AC)(A&R)

2. Interim Annual Governance Statement review (A&R)

3. 2011-12 6-monthly review - Capital Improvement Programme (DHP)
4. 2011-12 Internal Audit Monitor, period April to September

24 January 2012

1. Myland Community Governance Review (A&R)

2. Audit Opinion Plan (AC)

3. Audit Commission Progress report (AC)

4. 2012-13 Revenue Budget

5. Treasury Management - Investment Strategy

6. Housing Revenue Account Estimates and Housing Investment Programme

28 February 2012

1. 2011-12 Revenue Expenditure Monitoring Report, period April to December
2. 2011-12 Capital Expenditure Monitoring Report, period April to December
3. Certificate of Claims and Returns (AC)

27 March 2012

1. Annual Governance Statement Process
2. Financial and parking aspects of Park and Ride
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