Finance & Audit
Scrutiny Panel

Grand Jury Room, Town Hall

30 June 2008 at 6:00pm

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
30 June 2008 at 6:00pm

Members

Chairman : Councillor Lissimore.

Deputy Chairman . Councillor Willetts.
Councillors Bentley, Bouckley, Goss, Harris, Maclean,
Manning, Offen, Oxford and Sykes.

Substitute Members : Al 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 to 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.

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 1-6

To confirm as a correct record the minutes of the meeting held on 18
March 2008 and 15 May 2008.

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



10.

11.

12.

13.

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.

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.

Decisions taken under special urgency provisions

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

Work Programme
See report from the Scrutiny Officer
2008-09 Audit and Inspection Plan

Mr Paul King, District Auditor and Ms Tina Meyer of the Audit
Commission will attend the meeting for this item.

See report from the Audit Commission.

2007-08 Revenue Expenditure pre-audit outturn

See report from the Head of Financial Services

2007-08 Capital pre-audit outturn

33-46

47 - 62



14.

See report from the Head of Financial Services

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 1001 and Schedule 12A of the Local Government
Act 1972).






FINANCE AND AUDIT SCRUTINY PANEL
18 MARCH 2008

Present: - Councillors Barton, Dopson, Kraft, Levy, Lewis, G.
Oxford, Smith, T Sutton and Willetts.
Substitutions: - Councillor Turrell for Councillor Scott-Boutell

66. Minutes
The minutes of the meeting held on 26 February 2008 was agreed as a correct record.

67. Have Your Say

The Chairman read out a response from Mr. Bloomfield, in reference to the Decent Homes
Programme review in November 2007.

Mr. Bloomfield said “After having ‘My Say’ at the Finance and Audit Scrutiny meeting | would
like to publicly thank the Council officers involved in correcting the situation that had occurred.
| would especially like to thank Debbie Farthing for her help, kindness and advice. Also
mention must be given to Matthew Young, Daniel Allen and Scott Parker for their part in
resolving this. My new front door will be fitted this week. Anchor (staying put) have been a
tower of strength in making it possible to stay in my home of 40 years by arranging for me to
have a walk in shower. | would also like to thank Lesley, my Councillor, who, as | understand
some officers know, refuses to take no for an answer when she feels something is wrong”.

The Chairman requested that copies of the letter be circulated to named officers.
68. Items requested by Members of the Panel and other Members

In response to information on recyclable materials provided by the Head of Street and Leisure
Services to members of the panel, including the current income per tonne for each type of
recyclable material collected, Councillor Smith requested that when the review of the Waste to
Resources Draft Improvement Plan comes to the panel in the new Municipal Year, that
consideration be given to whether the Council are getting value for money in respect of
different contractors delivering and collecting materials, and whether income can be generated
from materials for which we currently do not receive income.

69. Referred Items under the Call in Procedure // Office Accommodation Strategy

To consider the decision of the Portfolio Holder for Resources of the 5 March 2008, ‘Office
Accommodation Strategy’, called in by five councillors on 12 March 2008.

This decision was called in by Councillor Hunt, supported by four Councillors for the following
reason, “To ensure that all options have been considered and that due weight has been given
to all material considerations”.

Councillor Hunt attended the meeting to present the case for the call-in.

Councillor Hunt gave a detailed response, his main points being that a positive result of



relocating staff away from the town centre was the relief that would be given to car congestion.
Councillor Hunt asked whether it was practical and cost effective to move staff to Rowan House
and the implications of additional office rent. Councillor Hunt said if Angel Court was so
impractical and uneconomic to run, why would any other organisation consider it a viable option
for use? Councillor Hunt expressed concern over the message this decision would give to
other town centre office businesses and retailers.

Councillor Taylor, Portfolio Holder for Resources attended the meeting and addressed the
panel. Councillor Taylor responded to the points raised by Councillor Hunt, saying this was a
normal operational decision properly delegated to the Executive, notified to all members as part
of the Constitutional process.

Councillor Taylor agreed with Councillor Hunt that the move away from the town centre would
contribute towards easing High Street traffic congestion.

Councillor Taylor said the decision to relocate was based on a wide variety of issues and
information including cost and risk, and was also very much linked to the Council’s 2007 IT
Strategy. The Executive, given the information provided by officers, now have a vision of what
the future office arrangements will look like and this suggests the present level of office floor
space will not be needed. The decision was based around funding the most effective way of
providing the required office space.

Councillor Taylor also said that in regards to the town centre, the needs of small office based
businesses and retailers was different to larger employers, and for the Council and other
commercial businesses such as solicitors and estate agents, the town centre was no longer a
prime sought after location. This was a trend noticeable across the whole of the country.

In response to Councillor Smith, Councillor Taylor said valuations had been obtained for Angel
Court in terms of sale, lease and long lease. It was possible that other public sector
organisations may wish to share the building and associated costs, and this option will shortly
be considered.

Councillor Taylor said staff have, and were to be further consulted and informed at various
stages within the whole process and options for the Greytown House Car Park will be
considered once the overall impact on parking is known.

The extent of the materials requirements planning (MRP) impact on the sale of Angel Court has
not yet been estimated, but will provide comparative data on capital disposal costs and rent
outlay costs.

Ms. Ann Wain, Executive Director, addressed the panel, explaining that additional rental office
space had not yet been considered, pending the outcome of the review of current office space
and the impact of new flexible working arrangements. At this time it was believed that
additional rental office space was not considered necessary.

In response to the questions on cost, Councillor Taylor said the revenue implications of this
decision would be approximately the same, stating that the revenue savings from the running
costs of Angel Court were mentioned in the report. Ms. Wain said the IT costs associated with
the move were already accounted for within the IT Strategy Budget and officers were
anticipating revenue savings as a result of the changes. Ms. Wain confirmed that research on
costs for an appropriate town centre location is currently underway.



In response to Councillor Oxford, Ms. Wain said given the current levels of desk occupancy at
Rowan House, it was anticipated that there would only need to be a further 15% reduction in
desk usage to meet the future requirement, given the new flexible working arrangements. It
was also anticipated that corporate scanning would provide a reduction in paper storage space.
Ms. Wain confirmed that a number of staff in Enterprise and Communities had commenced a
pilot scheme on home working and officers were currently looking at roles within the
organisation suitable for home working.

Councillor Kraft commented that he was encouraged by the work been undertaken in respect
of this project. Councillor Kraft was sympathetic to, and would support this decision.

In response to Councillor Turrell, Ms. Wain said there had been a significant change to the way
front line planning enquiries were dealt with at Angel Court. Customer Services Staff are now
dealing with a significantly greater proportion of planning enquiries and issues with less reliance
on support from planning staff, thereby enabling the planning staff to relocate away from the
town centre.

Councillor Sutton supported the comments of Councillor Kraft, adding that he would like to
propose that the panel receive further progress updates at strategic intervals in the project.

Councillor Taylor confirmed to Councillor Levy that it was imperative that the Council retained a
town centre presence, a distinct central location that enabled customers to visit.

In response to Councillor Willetts and Turrell, Councillor Taylor confirmed that the IT Strategy
was built on firm foundations and was confident the Strategy was wholly achievable. Councillor
Taylor also said he was confident that Angel Court could be disposed of, if this became an
outcome. In any event Angel Court will be marketed early so that a strategic decision can be
taken.

In summary, Councillor Hunt said scrutinising this decision had been a worthwhile exercise. He
and panel members had gained additional information from this review and everything
considered, he was assured by the comments of the Portfolio Holder and Executive Director.

Councillor Hunt summarised by thanking members and officers for the opportunity to examine
the decision in detail.

Councillor Taylor in summary confirmed that the panel would receive further updates as the
project progressed.

RESOLVED that the panel:
i) Confirmed the decision RES-032-007 ‘Office Accommodation Strategy’.
ii) Requested further updates of progress at strategic intervals in the project.

Councillor Lewis (in respect of being a Board Member of Age Concern) and
Councillor Dopson (in respect of working at a school that benefited from
Voluntary Welfare Grants) declared their personal interest in the following item.

70. Voluntary Welfare Budget

Councillor Kimberley, Portfolio Holder for Neighbourhoods, Ms. Bridget Tighe, Community
Development Coordinator and Mr. Matt Sterling, Community Partnerships Manager all attended



the meeting for this item. The Chairman thanked Mr. Sterling for attending at short notice.

Ms. Tighe presented the report on Colchester Borough Council’s Voluntary Welfare Budget,
describing to the panel the three grant programmes which make up the total investment in
voluntary welfare, the timing and process for voluntary welfare applications and the selection
process.

Ms. Tighe and Mr. Sterling responded to questions from the panel.

In response to Councillor Smith, Mr. Sterling said that behind the Life Chances targets were
always a rate or percentage rather than a gross number. In terms of the period of funding, Mr.
Sterling said this was variable, with some Life Chance targets set over a long term, possibly a
three year period, though in ‘long term’ cases, special attention was given to directing residents
to body care programmes at Leisure World. In terms of childhood obesity, the work aims to
tackle the disadvantaged in the Borough and focuses on schools not wards or specific
geographic areas.

Ms. Tighe confirmed that the annual administrative support cost of the scheme was £1,500.00,
provided by the Colchester and Tendring Community Trust.

In response to Councillor Willetts concern that some small deprived pockets of the community
could be left without any project and development funding because the data was primarily
decided on macro areas as apposed to micro areas, Mr. Sterling said every effort was made to
use the smallest level of information before making any decision. Super Output Areas were
now identified within wards enabling officers to drill down for information within smaller deprived
areas and communities, e.g. in some cases, some data is provided by small primary schools.
Mr. Sterling said smaller areas of measurement are regularly being identified and every effort is
made to ensure the smaller deprived areas are identified.

In response to Councillor Sutton, Mr. Sterling said some targets e.g. Anti Social Behaviour,
were easy to identify, measure and benchmark, others were harder. For instance, with
childhood obesity, all local reception and year 6 children were weighed, with the measurement
giving an indication of where to focus efforts on promotional work. The effect of the
intervention is then measured by tracking individual people who participate in programmes.
Councillor Dopson, whilst applauding the work to determine data on childhood obesity, said
malnourishment should also be considered for targeting.

In response to Councillor Dopson, Mr. Sterling said this was the first year for project and
Development funding and Life Chances targets, and that until recently, the Revenue grant was
the primary source of funding, with grants linked to the Council’s Strategic Plan targets. Mr.
Sterling said grants were one small way of improving life chances, and was very much
dependent on the support provided by the voluntary sector. Ms. Tighe said that in respect of
outcomes, Revenue grants are linked to performance through a Service Level Agreement. In
the case of project and development funding, officers will visit projects seeking funding, will ask
how they will achieve outcomes and from this set targets. If something appears to be going
wrong with a project, Ms Tighe said the close monitoring ensures the problem is identified early
on. Officers will visit the project to agree a plan of corrective action, and to date, there has not
been a project where officers have regretted the funding. Mr. Sterling said close monitoring
was vital for project and development grants, as these were for one year only, and helped
projects to avoid reaching a crises point.

RESOLVED that the panel thanked officers for attending the meeting and considered and



noted the decision making process in allocating Colchester Borough Council’s voluntary welfare
grant funding.

71. Annual Governance Statement

Ms. Hayley McGrath, Audit and Risk Manager, presented the report on the Annual Governance
Statement.

RESOLVED that the panel noted the requirement to produce an Annual Governance
Statement and the role of the Accounts and Regulatory Committee in the process.



FINANCE & AUDIT SCRUTINY PANEL
14 MAY 2008

Councillors Kevin Bentley, John Bouckley, Martin Goss,
Dave Harris, Sue Lissimore, Jackie Maclean,

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

Appointment of Chairman

RESOLVED that Councillor Lissimore be appointed Chairman for the ensuing
Municipal Year.

Appointment of Deputy Chairman

RESOLVED that Councillor Willetts be appointed Deputy Chairman for the ensuing
Municipal Year.
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External audit is an essential element in the process of accountability for public
money and makes an important contribution to the stewardship of public resources
and the corporate governance of public services.

Audit in the public sector is underpinned by three fundamental principles.

e Auditors are appointed independently from the bodies being audited.

e The scope of auditors' work is extended to cover not only the audit of financial
statements but also value for money and the conduct of public business.

e Auditors may report aspects of their work widely to the public and other key
stakeholders.

The duties and powers of auditors appointed by the Audit Commission are set out in
the Audit Commission Act 1998, the Local Government Act 1999 and the
Commission's statutory Code of Audit Practice. Under the Code of Audit Practice,
appointed auditors are also required to comply with the current professional
standards issued by the independent Auditing Practices Board.

Appointed auditors act quite separately from the Commission and in meeting their
statutory responsibilities are required to exercise their professional judgement
independently of both the Commission and the audited body.

Status of our reports

The Statement of Responsibilities of Auditors and Audited Bodies issued by the
Audit Commission explains the respective responsibilities of auditors and of the
audited body. Reports prepared by appointed auditors are addressed to
non-executive directors/members or officers. They are prepared for the sole use of
the audited body. Auditors accept no responsibility to:

e any director/member or officer in their individual capacity; or
e any third party.

Copies of this report

If you require further copies of this report, or a copy in large print, in Braille,
on tape, or in a language other than English, please call 0844 798 7070.

© Audit Commission 2008

For further information on the work of the Commission please contact:

Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ
Tel: 020 7828 1212 Fax: 020 7976 6187 Textphone (minicom): 020 7630 0421
www.audit-commission.gov.uk
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Introduction

This plan sets out the audit and inspection work that we propose to undertake for
the 2008/09 financial year. The plan is based on the Audit Commission’s
risk-based approach to audit planning and the requirements of moving towards
Comprehensive Area Assessment (CAA). It reflects:

e audit and inspection work specified by the Audit Commission for 2008/09;
e current national risks relevant to your local circumstances; and
e your local risks and improvement priorities.

During 2008/09, the role of Relationship Manager will be replaced by the post of
Comprehensive Area Assessment Lead (CAAL). The CAAL will provide the focal
point for the Commission’s work in your local area, lead the CAA process, and
ensure that the combined inspection programme across all inspectorates is
tailored to the level and nature of risk for the area and its constituent public
bodies. The Commission has become the statutory gatekeeper of all inspection
activity involving local authorities.

As we have not yet completed our audit for 2007/08, the audit planning process
for 2008/09, including the risk assessment, will continue as the year progresses,
and the information and fees in this plan will be kept under review and updated as
necessary.

Colchester Borough Council
11



6 Audit and Inspection Plan | Responsibilities

Responsibilities

4 We comply with the statutory requirements governing our audit and inspection
work, in particular:

e the Audit Commission Act 1998;
e the Local Government Act 1999; and
e the Code of Audit Practice.

5 The Code of Audit Practice (the Code) defines auditors’ responsibilities in relation
to:

e the financial statements (including the annual governance statement); and

e the audited body’s arrangements for securing economy, efficiency and
effectiveness in its use of resources.

6 The Audit Commission’s Statement of Responsibilities of Auditors and of Audited
Bodies (from April 2008) sets out the respective responsibilities of the auditor and
the Council. The Audit Commission has issued a copy of the Statement to every
audited body.

7 The Statement summarises where the different responsibilities of auditors and of
the audited body begin and end and our audit work is undertaken in the context of
these responsibilities.

Colchester Borough Council
12
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Fees

The details of the structure of scale fees are set out in the Audit Commission’s
work programme and fee scales 2008/09. Scale fees are based on a number of
variables, including the type, size and location of the audited body.

The total indicative fee for the audit and inspection work included in this audit and
inspection plan for 2008/09 is for £120,890, which compares to the
actual/planned fee of £118,715 for 2007/08.

A summary of this is shown in the table below. The fee is determined by audit
risks identified, mandated work and basic assumptions. A detailed breakdown of
the audit and inspection fee is included in Appendix 2.

Table 1 Audit fee

Audit area Planned fee 2008/09 @ Planned fee 2007/08
Total audit fee 114,320 112,225

Total inspection fee 6,570 6,490

Certification of 41,000 (estimate) 41,000 (estimate)

claims and returns

The Audit Commission scale fee for Colchester Borough Council is £136,213.
The fee proposed for 2008/09 is minus 16 per cent compared to the scale fee and
Is within the normal level of variation specified by the Commission.

In setting the fee, we have assumed that:

e the level of risk in relation to the audit of the financial statements is not
significantly different to that identified for 2007/08;

e internal audit undertakes appropriate work on all systems; and

e good quality working papers and records will be provided to support the
financial statements in accordance with a timetable to be agreed with officers.

Further details of the assumptions are outlined in Appendix 2.

The Audit Commission has the power to determine the fee above or below the
scale fee where it considers that substantially more or less work is required than
envisaged by the scale fee. The Audit Commission may, therefore, adjust the
scale fee to reflect the actual work that needs to be carried out to meet the
auditor’s statutory responsibilities, on the basis of the auditor’s assessment of risk
and complexity at a particular body.

Colchester Borough Council
13
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8 Audit and Inspection Plan | Fees

It is a matter for the auditor to determine the work necessary to complete the
audit and, subject to approval by the Audit Commission, to seek to agree an
appropriate variation to the scale fee with the Council. The Audit Commission
expects normally to vary the scale fee by no more than 30 per cent (upwards or
downwards). This fee then becomes payable.

Specific actions Colchester Borough Council
could take to reduce its audit fees

The Audit Commission requires its auditors to inform a council of specific actions
it could take to reduce its audit fees. We have worked closely with the Council to
identify areas for reducing work and we now consider that the options for further
reductions are minimal (given that the fee is 16 per cent below the Audit
Commission scale fee).

Process for agreeing any changes in audit fees

As set out in paragraph 4, we expect that the initial risk assessment may change
as the year progress. Where this is the case, we will discuss this in the first
instance with the Chief Executive and Head of Financial Services. We will then
prepare a report outlining the reasons why the fee needs to change for discussion
with the Finance and Audit Scrutiny Panel. Supplements to the plan will be issued
to record any revisions to the risk and the impact on the fee.

Colchester Borough Council
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Auditor’s report on the financial
statements

The appointed auditor is required to issue an audit report giving an:

e opinion on whether the financial statements present fairly the financial
position of the Council as at 31 March 2009; and

e conclusion on whether the Council has put in place proper arrangements to
secure economy, efficiency and effectiveness in its use of resources.

Financial statements

We have not undertaken a risk assessment for our audit of the financial
statements as many of the specific risks which may become apparent after we
have completed our 2007/08 audit. A separate opinion plan for the audit of the
financial statements will be issued by April 2009.

At this stage we are aware of the following risks that are likely to impact on our
audit of the financial statements.

e Proposed changes to the CIPFA Statement of Recommended Practice
(SoRP), in particular the need for disclosure of movements in the revaluation
reserve and the risk that the financial statements will not be compliant with
the 2008 SoRP.

e There is ongoing significant investment in capital projects, especially the new
Community stadium and the first site: new site development. Large capital
projects present the risk that expenditure is not adequately controlled and
may not be properly reflected in the financial statements. Accounting
requirements for associated companies is likely to be complex in nature.

e There is a risk of ongoing issues regarding the arrangements in place with
Inspace and Colchester Borough Homes. There is a risk that transactions
may not be properly reflected in the financial statements.

VFM conclusion

In reaching our conclusion, we will review evidence that is relevant to the
Council’'s performance management and financial management arrangements.

The key risks highlighted from the planning and details of planned work to
mitigate the risks are outlined in Appendix 3.

Colchester Borough Council
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10 Audit and Inspection Plan | Use of resources 2007/08

Use of resources 2007/08

22 This audit plan covers the last year of the current regime for Use of Resources
assessment as part of the CPA framework. The work required to arrive at the
2007/08 Use of Resources assessment is fully aligned to that required to arrive
the auditor's 2007/08 Value for Money conclusion.

23 Appendix 1 outlines the criteria and scoring.

24 The initial risk assessment for use of resources work is shown in Appendix 3.
This will be updated through our continuous planning process as the year
progresses.

Colchester Borough Council
16
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Mandated work
25 As part of the audit, the mandated work programme comprises:

e data quality; and
e whole of government accounts.
Appendix 1 highlights the work to be undertaken.

Colchester Borough Council
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CPA and inspection

From April 2009, the Audit Commission, jointly with the other public service
inspectorates, will be implementing Comprehensive Area Assessment (CAA).
Therefore, 2008/09 is the last year in which corporate assessments and
programme service inspections will be undertaken as part of the CPA framework.

The Audit Commission’s CPA and inspection activity is underpinned by the
principle of targeting our work where it will have the greatest effect, based upon
assessments of risk and performance.

The Council’'s CPA category is, therefore, a key driver in the Commission’s
inspection planning process.

| have applied the principles set out in the CPA framework, ‘CPA — District
Council Framework From 2006’, recognising the key strengths and areas for
improvement in the Council’s performance.

Strengths in the Council’s performance include:

e implementing significant regeneration projects;

e inclusion and provision of facilities for people with disabilities; and
e recycling and composting.

Areas for improvement in the Council’s performance include:

e planning;

e time taken to re-let housing;

e levels of sickness absence.

On the basis of the planning process, | have identified where inspection activity
will be focused for 2008/09 as follows.

Table 2 Summary of inspection activity

Inspection activity Reason/impact
Relationship Manager To act as the Commission’s primary point of
(RM)/CAAL role contact with the Council and the interface at

the local level between the Commission and
the other inspectorates, government offices
and other key stakeholders.

Direction of Travel (DoT) An annual assessment, carried out by the RM,

assessment of how well the Council is securing continuous
improvement. The DoT statement will be
reported in the Annual Audit and Inspection
Letter. The DoT assessment summary will be
published on the Commission’s website.

Colchester Borough Council
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Advice and assistance

Under paragraph 9 of Schedule 2A of the Audit Commission Act 1998 we have
powers to provide 'advice and assistance' (A&A) to another public body where
this is requested.

If you wish the Commission to provide additional services under these powers,
please contact Dorothy Welsh, our regional lead on A&A, via d-welsh@audit-
commission.gov.uk.

Colchester Borough Council
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The audit and inspection team

35 The key members of the audit and inspection team for the 2008/09 audit are
shown in the table below.

Table 3 Audit and inspection team

Name Contact details Responsibilities

lan Davidson I-davidson@audit- The primary point of contact with
Comprehensive Area = commission.gov.uk | the Council and the interface at
Assessment Lead 0844 798 5841 the local level between the

Commission and the other
inspectorates, government
offices and other key
stakeholders.

Paul King paul-king@audit- Responsible for the overall
District Auditor commission.gov.uk  delivery of the audit including the
0844 798 5811 guality of outputs, signing the

opinion and conclusion, and
liaison with the Chief Executive
and the Accounts and
Regulatory Committee.

Tina Meyer t-meyer@audit- Manages and co-ordinates the
Audit Manager commission.gov.uk | different elements of the audit
0844 798 3059 work. Key point of contact for the

Head of Financial Services.

Quality of service

36 We are committed to providing you with a high quality service. If you are in any
way dissatisfied, or would like to discuss how we can improve our service, please
contact me in the first instance. Alternatively you may wish to contact the Eastern
Head of Operations, Susan Fenwick.

37 If we are unable to satisfy your concerns, you have the right to make a formal
complaint to the Audit Commission. The complaints procedure is set out in the
leaflet ‘Something to Complain About’, which is available from the Commission’s
website or on request.

Colchester Borough Council
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Planned outputs

38 Reports will be discussed and agreed with the appropriate officers before being
issued to the Accounts and Regulatory Committee.

Table 4 Planned outputs

Planned output Indicative date
Use of resources report 2007/08 October 2008
Opinion Audit Plan December 2008
Interim audit memorandum (if required) June 2009
Annual governance report September 2009

Auditor’s report giving an opinion on the financial = September 2009
statements and value for money conclusion

Final accounts memorandum November 2009

Annual Audit and Inspection Letter TBC

Colchester Borough Council
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Appendix 1 — Elements of our work

Financial statements

1 We will carry out our audit of the financial statements in accordance with
International Standards on Auditing (UK and Ireland) issued by the Auditing
Practices Board (APB).

2 The appointed auditor is required to issue an opinion on whether the financial
statements present fairly, in accordance with applicable laws and regulations and
the Statement of Recommended Practice on Local Authority Accounting in the
United Kingdom 2008, the financial position of the Council as at 31 March 2009
and its income and expenditure for the year.

3 The appointed auditor is also required to review whether the Annual Governance
Statement has been presented in accordance with relevant requirements, and to
report if it does not meet these requirements or if the Annual Governance
Statement is misleading or inconsistent with our knowledge of the Council.

Value for money conclusion

4 The Code requires the auditor to issue a conclusion on whether the Council has
put in place proper arrangements for securing economy, efficiency and
effectiveness in its use of resources. This is known as the value for money
conclusion. The Code also requires the auditor to have regard to a standard set
of relevant criteria, issued by the Audit Commission, in arriving at our conclusion.

5 In meeting this responsibility, we will review evidence that is relevant to the
Council’s corporate performance management and financial management
arrangements. Where relevant work has been undertaken by other regulators, we
will normally place reliance on their reported results to inform our work.

6 We will also follow up our work from previous years to assess progress in
implementing agreed recommendations.

Colchester Borough Council
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Use of resources assessment 2007/08

7 The Use of Resources themes and KLOEs are outlined below.

8 We will arrive at a score of 1 to 4, based on underlying key lines of enquiry, for
each of the following themes.

Theme Description

Financial reporting e Preparation of financial statements
e External reporting

Financial management ' o  Medium-term financial strategy
e Budget monitoring
e Asset management

Financial standing e Managing spending within available
resources
Internal control e Risk management

e System of internal control
e Probity and propriety
Value for money e Achieving value for money

e Managing and improving value for money

9 We will report details of the scores and judgements made to the Council. The
scores will be accompanied, where appropriate, by recommendations of what the
Council needs to do to improve.

10 The auditor’s scores are reported to the Commission and are used as the basis
for its overall use of resources judgement for the purposes of the CPA.

Use of resources assessment 2008/09

11 The Commission has now consulted on its proposals for the 2008/09 Use of
Resources assessment. It proposes that the work required to arrive at the
2008/09 use of resources assessment is fully aligned with that required to arrive
at the auditor's 2008/09 value for money conclusion. However, the fee for the
2008/09 use of resources assessment has not been included in this plan but will
instead feature in the 2009/10 plan.

Colchester Borough Council
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18 Audit and Inspection Plan | Appendix 1 — Elements of our work

The Commission proposes that the assessment will be based upon the evidence
from three themes:

e managing money;
e managing the business; and
e managing other resources.

The Commission proposes that Data Quality will become an element of the Use
of Resources framework from 2008/09.

Data quality 2007/08

This plan covers the 2007/08 data quality work. This is based on a three-stage
approach covering:

e Stage 1 — management arrangements;
e Stage 2 — analytical review; and

e Stage 3 - risk-based data quality spot checks of a sample of 2007/08
performance indicators.

Work will be focused on the 2007/08 overall arrangements for data quality,
particularly on the responsibility of the Council to manage the quality of its data
including data from partners where relevant.

Our fee estimate reflects an assessment of risk in relation to the Council’s data
guality arrangements and performance indicators. This risk assessment may
change depending on our assessment of your overall management arrangements
at stage 1 and we will update our plan accordingly, including any impact on the
fee.

Whole of government accounts

We will be required to review and report on your WGA consolidation pack in
accordance with the approach agreed with HM Treasury and the National Audit
Office.

National Fraud Initiative

From 2008/09 work relating to the National Fraud Initiative will be carried out
directly by the Commission under its new data matching powers under the
Serious Crime Act 2007. The Commission will be consulting audited bodies on
the work programme and fee scales for the National Fraud Initiative later this
year.

Colchester Borough Council
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Certification of grant claims and returns
19  We will continue to certify the Council’s claims and returns on the following basis.

e Claims below £100,000 will not be subject to certification.

e Claims between £100,000 and £500,000 will be subject to a reduced,
light-touch certification.

e Claims over £500,000 will be subject to a certification approach relevant to
the auditor's assessment of the control environment and management
preparation of claims. A robust control environment would lead to a reduced
certification approach for these claims.

Colchester Borough Council
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Appendix 2 — Basis for fee

1 The Audit Commission is committed to targeting its work where it will have the
greatest effect, based upon assessments of risk and performance. This means
planning work to address areas of risk relevant to our audit responsibilities and
reflecting this in the audit fees. It also means making sure that our work is
coordinated with the work of other regulators, and that our work helps you to
improve.

2 The risk assessment process starts with the identification of the significant
financial and operational risks applying at the Council with reference to:

e our cumulative knowledge of the Council,

e planning guidance issued by the Audit Commission;

e the specific results of previous and ongoing audit work;

e interviews with Council officers;

e liaison with internal audit; and

e the results of other review agencies’ work where relevant.

Assumptions
3 In setting the fee, we have assumed that:

e the level of risk in relation to the audit of the financial statements is not
significantly different from that identified for 2007/08;

e you will inform us of significant developments impacting on our audit;
e internal audit meets the appropriate professional standards;

e internal audit undertakes appropriate work on all systems that provide
material figures in the financial statements sufficient that we can place
reliance for the purposes of our audit;

e good quality working papers and records will be provided to support the
financial statements in accordance with a timetable to be agreed with officers;

e requested information will be provided within agreed timescales; and
e prompt responses will be provided to draft reports; and

e additional work will not be required to address questions or objections raised
by local government electors.

4 Where these assumptions are not met, | will be required to undertake additional
work which is likely to result in an increased audit fee. The fee for the audit of the
financial statements will be re-visited when we issue the opinion audit plan.

Colchester Borough Council
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Changes to the plan will be agreed with you. These may be required if:

e new residual audit risks emerge;

e additional work is required by the Audit Commission or other regulators; or

e additional work is required as a result of changes in legislation, professional
standards or as a result of changes in financial reporting.

Below is a detailed breakdown of the audit and inspection fee for 2008/09.

The fee (plus VAT) will be charged in 12 equal instalments from April 2008 to

March 2009.

Table 5 Detailed audit and inspection fee

Audit area Planned fee 2008/09 Planned fee 2007/08
Audit

Financial statements

Use of Resources
2007/08

Data Quality 2007/08

Whole of government
accounts

National Fraud
Initiative

Total audit fee

Inspection

Relationship
management

Direction of Travel
Service inspection
Corporate inspection
Total inspection fee

Total audit and
inspection fee

Certification of claims
and returns

79,098
22,455

9,504
3,263

Invoiced separately

114,320

3,285

3,285

6,570
120,890

41,000 (estimate)

27

78,890
20,700

9,373
2,637

625

112,225

3,245

3,245

6,490
118,715

41,000 (estimate)

Colchester Borough Council
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Appendix 4 — Independence and
objectivity

1 We are not aware of any relationships that may affect the independence and
objectivity of the District Auditor and the audit staff, which we are required by
auditing and ethical standards to communicate to you.

2 We comply with the ethical standards issued by the APB and with the
Commission’s requirements in respect of independence and objectivity as
summarised below.

3 Auditors appointed by the Audit Commission are required to comply with the
Commission’s Code of Audit Practice and Standing Guidance for Auditors, which
defines the terms of the appointment. When auditing the financial statements,
auditors are also required to comply with auditing standards and ethical
standards issued by the Auditing Practices Board (APB).

4 The main requirements of the Code of Audit Practice, Standing Guidance for
Auditors and the standards are summarised below.

5 International Standard on Auditing (UK and Ireland) 260 (Communication of audit
matters with those charged with governance) requires that the appointed auditor:

e discloses in writing all relationships that may bear on the auditor’s objectivity
and independence, the related safeguards put in place to protect against
these threats and the total amount of fee that the auditor has charged the
client; and

e confirms in writing that the APB’s ethical standards are complied with and
that, in the auditor’s professional judgement, they are independent and their
objectivity is not compromised.

6 The standard defines ‘those charged with governance’ as ‘those persons
entrusted with the supervision, control and direction of an entity’. In your case, the
appropriate addressee of communications from the auditor to those charged with
governance is the Accounts and Regulatory Committee. The auditor reserves the
right, however, to communicate directly with the Council on matters which are
considered to be of sufficient importance.

7 The Commission’s Code of Audit Practice has an overriding general requirement
that appointed auditors carry out their work independently and objectively, and
ensure that they do not act in any way that might give rise to, or could reasonably
be perceived to give rise to, a conflict of interest. In particular, appointed auditors
and their staff should avoid entering into any official, professional or personal
relationships which may, or could reasonably be perceived to, cause them
inappropriately or unjustifiably to limit the scope, extent or rigour of their work or
impair the objectivity of their judgement.

Colchester Borough Council
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8 The Standing Guidance for Auditors includes a number of specific rules. The key
rules relevant to this audit appointment are as follows.

Appointed auditors should not perform additional work for an audited body
(i.e. work over and above the minimum required to meet their statutory
responsibilities) if it would compromise their independence or might give rise
to a reasonable perception that their independence could be compromised.
Where the audited body invites the auditor to carry out risk-based work in a
particular area that cannot otherwise be justified as necessary to support the
auditor’s opinion and conclusions, it should be clearly differentiated within the
Audit and Inspection Plan as being ‘additional work’ and charged for
separately from the normal audit fee.

Auditors should not accept engagements that involve commenting on the
performance of other auditors appointed by the Commission on Commission
work without first consulting the Commission.

The District Auditor responsible for the audit should, in all but the most
exceptional circumstances, be changed at least once every five years.

The District Auditor and senior members of the audit team are prevented from
taking part in political activity on behalf of a political party, or special interest
group, whose activities relate directly to the functions of local government or
NHS bodies in general, or to a particular local government or NHS body.

The District Auditor and members of the audit team must abide by the
Commission’s policy on gifts, hospitality and entertainment.

Colchester Borough Council
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Appendix 5 — Working together

Meetings

1 The audit and inspection team will maintain knowledge of your issues to inform
audit and inspection through regular liaison with key officers.

2 Our proposal for meetings is as follows.

Table 6 Proposed meetings with officers/Members

Council officers Audit Commission Timing Purpose

staff
Chief Executive District Auditor (DA) As required General update plus:
Executive Directors Audit Manager (AM) e April - Audit and

Inspection Plan

e June - accounts
progress and VM

Directors Comprehensive Area | Periodically General update
Assessment Lead
(CAAL)
Head of Financial AM and Team Leader @ Quarterly Update on audit and
Services (TL) opinion issues
Internal Audit AM and TL Quarterly Update on audit
Manager progress and issues
Finance and Audit DA and AM, with TL As required Formal reporting of:
Scrutiny as appropriate e Audit and
Panel/Accounts and Inspection Plan;
Regula}tory e Annual
Committee governance report;

e Annual Audit and
Inspection Letter;
and

e otherissues as
appropriate.

Sustainability

3 The Audit Commission is committed to promoting sustainability in our working
practices and we will actively consider opportunities to reduce our impact on the
environment. This will include:

e reducing paper flow by encouraging you to submit documentation and
working papers electronically;

e use of video and telephone conferencing for meetings as appropriate; and
e reducing travel.

Colchester Borough Council
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Item
@ Finance and Audit Scrutiny Panel

COLCHESTER 30 June 2008
Report of Head of Financial Services Author Steve Heath
™ 282335
Title Pre-Audit Revenue Outturn 2007/08
Wards Not applicable
affected

1.1

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 in
2007/08

Action required

The panel is asked to note the financial performance of General Fund Services and the
Housing Revenue Account (HRA) during 2007/08.

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

The Panel last considered the revenue budget position on 26 February 2008. This
showed a projected underspend of £601k against the General Fund. The report also
detailed a projected underspend of £280k against the Housing Revenue Account.

Work is ongoing to complete the accounts for 2007/08 and this report has been prepared
using provisional figures, which may be subject to some changes and are still subject to
external audit.

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.

General Fund

Appendix A summarises the Council-wide position by expenditure group. It shows a net
underspend / additional income of £1.679m against the General Fund before carry
forwards, £690k of which relates to Service Groups (excluding benefits). This represents
a variance of 1.75% against net budget after carry forwards have been taken into
account. Appendix B provides a more detailed view of the performance of individual
Service Groups. Both reports include traffic light indicators. The thresholds are as
follows: 33




4.2

4.3

4.4

4.5

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

Appendix C shows the major variances and provides comment on the extent to which
action has been taken in the 2008/09 budget.

The table below summarises the outturn position for each Service, the effect of the
approved requests for carry forward into 2008/09, and a breakdown of the outturn
position against the main Non Service areas. It also shows a total net underspend for the
Council of £173k after proposed contributions to reserves and provisions.

On the basis of these results the uncommitted General Fund balance would be £1.89m
as at 31 March 2008. This compares to the estimate made when the 2008/09 budget
was set of £1.722m, which was slightly higher than the minimum recommended balance
of £1.7m.

Annual Actual Net Less Revised
Budget Exp. Variance C/Fwd Variance
Service Area £000 £000 £000 £000 £000
Corporate & Democratic Core 288 278 (10) (10)
ICT 2104 1908 (196) (34) (162)
Executive Management Team 811 774 (37) (11) (26)
Corporate Services 4310 4208 (102) (102)
Customer Service Centre 1015 1012 (3) (3)
Enterprise, Communities & Renaissance 151 107 (44) (14) (30)
Financial Services (excl. Benefits) 5483 5506 23 (20) 43
Housing & Environmental Policy 2526 2421 (105) (99) (6)
Planning, Protection & Licensing 1553 1540 (13) (26) 13
Street and Leisure Services 7122 6919 (203) (48) (155)
Subtotal Services 25,363 24,673 (690) (251) (439)
Benefits Payments and Subsidy (1,226) (1,292) (66) (66)
C.L.LA. (710) (1,599) (889) (889)
LABGI (124) (502) (378) (378)
Corporate Savings Targets (334) 0 334 334
Other Corporate (19,155) (19,145) 10 10
Subtotal Non-service Areas (21,549) (22,538) (989) 0 (989)
Contribution to reserves & provisions 1,255
Overall Position (1,679) (251) (173)

The above table shows approved carry forward requests totalling £251k. These relate to
the following:

e £19k for a fixed-term project manager post within ICT, following delays in recruiting
into the post.

£15k relating to one-off funding from the PDG to the GIS team for a Gazetteer post.
£3k to pay for WWW sessions that were originally due to take place in 2007/08.

£8k to fund a Resident Perception Audit, which is due to be complete in July 2008.
£9k for IT equipment for the flexible working pilot in Enterprise & Communities, which
was delayed due to slippage in the timings for the VOIP telephony system.

£5k from Safer Communities representing the Council’s contribution to the SOS bus.
£17k LHA grant funding for the seconded officer to complete and evaluate the project.
£2.5k for IT monitors ordered from a budget that was reduced for 2008/09.

£44k PDG funding for a nature conservation study that will be complete in December
2008.

e £51.5k relating to the recovery of income from staff car parking charges, including

£32k unspent income from 2006/07.
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4.6

5.1

5.2

5.3

e £3k relating to diversity project work and the assessment of Level 3 of the Equality
Standard.

e £13k PDG funding due to delays in recruitment.

e £13k in relation to the Smoke Free Grant due to a change in Personnel.

e £48k relating to the Joint Museum Service. Up to £100k of budget underspend will be
carried forward under the joint committee arrangements.

The 2008/09 budget was set on the assumption that £450k of the net budget favourable

variance would be identified to support the prudent minimum level of reserves. In

addition, the following proposed contributions to reserves and provisions totalling £805k

will be considered by Cabinet on 9 July 2008:

e £250k contribution to the Repairs and Renewals reserve, towards the cost of the five-
year buildings maintenance programme.

e £130k contribution to the Regeneration Reserve.

e £100k towards extended hours for the Concessionary Fares scheme.

e £100k to fund economic development initiatives and contribute towards the refit of the
SOS bus.

e £100k contribution to the capital expenditure reserve for opportunity purchases.

e £70k to fund one off costs to enable services to deliver efficiencies and generate
income.

e £55k to fund ongoing work and existing commitments such as Diversity work, tree
replacement, Strategic Plan consultation, and sustainability projects.

Non Service Areas

In addition to Service budgets it is necessary to review the corporate and technical items
in the budget. The following paragraphs detail the most significant of these in terms of
budget variances.

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

costs and investment income and has a net income budget of £710k. The CLIA budget is

difficult to predict and can be affected by several factors. The majority of the Council’s
debt is on fixed rates reflecting the longer-term nature of the borrowing decisions.

Investments are generally made for shorter periods and therefore returns can be more

variable. This mix is generally more beneficial when interest rates are high or increasing.

It is important to add that the exposure to interest rate movements is regularly monitored

to minimise risks to changes in returns. During the year, additional net income of £750k

was forecast. The final expected position is higher with an additional £889k shown.

There are a number of reasons for this net gain:

e Increases in the bank base rates have been higher than was expected when the
budget was set. In addition to this, there was a growing expectation during the year
that rates would rise to even higher levels, which drove interest rates on offer higher,
providing the Council with opportunities to improve investment returns. Furthermore,
turmoil in the financial markets caused an increase in investment rates, particularly in
the 3-6 month area. This provided further opportunities to improve returns.

e The level of cash balances was higher than was expected. This is due to a number of
factors including the Council’'s borrowing activity, funds added to reserves at the end
of 06/07, the variances against 07/08 budgets, capital spending being slower than
expected, and total revenue balances being higher than last year.

e The Council’s investment strategy was amended from April 2007. This involved
withdrawing £18m from the external fund manager, and managing the cash ‘in-house’.
Some of this has been invested for longer periods to help provide greater certainty of
investment returns into the next financial year. The remainder was used to take
increased advantage of the economic environment explained earlier.

The Panel will receive the Annual Report on Treasury Management, including a review of
investment and borrowing performance, 38 the next meeting.



5.4

5.5

6.1

6.2

The Local Authority Business Growth Incentive (LABGI) grant is provided to reward
business growth, and returns to Councils a share of additional business rate revenue
generated by economic growth above a certain threshold within the borough. The budget
assumed that the Council would receive income of £124k. During the year the Council
was awarded an additional £213k in relation to the first two years of the scheme. The
2007/08 grant was announced on 2 April 2008. The allocation for the Council totalled
£289k, which included further readjustments for years 1 & 2 of the scheme. This means
that the budget has been exceeded by £378k. No LABGI payment will be received in
08/09 but a replacement scheme will be implemented in 09/10.

The 2007/08 budget included corporate savings targets totalling £985k. The outturn
position shows a shortfall against these targets of £334k.This is largely due to timing
issues, and this has been reflected in the 2008/09 budget. The targets were as follows:

e Support Services Review — Savings of £40k were achieved in relation to the
decision not to continue using an external fund manager for the Council’s
investments, and reduced fleet costs as a result of outsourcing the cleaning contract.
The 2008/09 target is for a further £48k.

e Procurement Savings — Total savings of £140k identified including telephone line
rental, mobile phone tariffs, desktop support costs, new car park ticket machines and
a rebate from the Procurement Hub. The action plan identifies further savings, which
have been taken into account in the 2008/09 target of £227k.

e Salary Budgets — £439k of salary underspends were identified by Heads of Service
as being able to contribute towards this target. It can be seen by the variance
remaining against Services’ Employee budgets that this target has, in fact, been
exceeded. The 2008/09 target is £515k.

e Income Generation — Gross sales reached £71k with a total of 10 roundabouts
sponsored. The set up costs (producing and erecting signs) have been higher than
expected, therefore the Council's share of the sales has been less than anticipated at
£22k. There is a further £10k from the Council's IT provider. There is an income target
of £70k for 2008/09.

Target Actual Variance
Outline of Saving £°000 £000 £000
Support services review 90 40 50
Procurement savings 225 140 85
Salary budgets 500 439 61
Advertising income 170 32 138
TOTAL 985 651 334

Housing Revenue Account

Appendix D sets out the pre-audit revenue outturn for the Housing Revenue Account
(HRA).

The outturn position is showing a net deficit of £1.259m compared to a budgeted deficit
of £347k for the year, an adverse variance of £912k. The outturn variance has primarily
arisen as a result of the level of expenditure on Repairs and Maintenance charged direct
to the HRA, which has been reported in the periodic monitoring reports during the year.
Furthermore additional revenue contributions have been made from balances to fund
HRA capital expenditure. These increased uses of balances are in line with the report to
Cabinet on 21 May 2008. It should be noted that a proportion of the HRA balance had
already been committed to meet this expenditure and therefore the contribution from
balances has been released. In addition, we received more rental income due to fewer
Right to Buy sales and void properties than assumed within the budget, along with the
fact that 2007/08 was a 53 rental week year but only 52 weeks were reflected in the
budget. 36



6.3

6.4

6.5

7.1

8.1

9.1

10.

10.1

The position as shown in Appendix D is as follows:

£000 £000
Budgeted deficit for the year 347
Pre audit provisional outturn deficit 1,259
Use of balances to fund capital 1,100 2,359
Variance 2,012
(Funded by a contribution from balances)

The HRA balance at 31 March 2008 is £1.498m. However, £1.192m of this balance is
currently committed to future years in order to fund revenue expenditure committed to
during 2007/08, together with future contributions to the Housing Investment Programme
(Capital). This leaves the uncommitted HRA balance at £306k. The recommended
minimum level of balances is £600k and therefore it is planned to take corrective action
which will restore the HRA balance to at least the recommended prudent level.

The HRA is a “ring-fenced” account which means that any underspend or overspend in a
given year must be retained within the HRA. The effect of the 2007/08 outturn position
will need to be reflected within the Medium Term Financial Forecast (MTFF) for the HRA
to establish the level of resources for future years. This would usually be reviewed as
part of the forthcoming budget process for 2009/10, but given the level of uncommitted
HRA balances, a review will be undertaken sooner.

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 2007/08 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 2007/08 revenue budget report that was approved by Council
in February 2007 detailed a number of potentially significant risk areas that had been
identified during the budget process. In addition, Heads of Service identified 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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Analysis of Major Variances 2007/08

APPENDIX C

(Under) /
Over One-off /

Service / Item £000 Recurring | Comment

ICT Services

IT Costs (116) One-off £31k overspend on software licences and

(Key Risk Area) computer equipment. The GIS/LLPG and Street
Naming and Numbering services were transferred
during the year from Corporate Services.
The £128k underspend on Serco and support
costs are due to timing with delayed
implementation leading to the costs being incurred
later than planned.

Telephony (42) One-off £51k underspend on calls. A reduction on the cost

Costs of calls under the contract was negotiated during
the year. This has been factored into next year’s
budget and the telephony costs are likely to
increase with the deployment of Voice Over
Internet Protocol telephony during 2008/9.
£15k underspend on rental
£24Kk overspend on equipment (relates to CBH)

Corporate Services

Employee (59) One-off Variance mainly due to staff turnover in Legal

Expenditure Services, electoral registration payments to
canvassers, and Functions and Hallkeepers’
overtime.

Electricity at (60) One-off £60k was accrued in 06/07 for electricity costs.

Rowan House More recent estimates have put the annual cost as
being in the region of £20k. £30k has been
accrued this year relating to 07/08 and an
outstanding element of 06/07.

NNDR Refunds (835) | Recurring | A number of refunds relating to previous years
were made against Council properties following a
review of rateable values. This should have a
small favourable impact in 08/09 as the refunds
were made after the budget had been set.

Rowan House 34 One-off Variance occurred as a stepped increase in the

Landlord service charge was not taken into account in the

Service 07/08 budget. This should not re-occur in 08/09.

Charges

Democratic 45 One-off This particularly relates to the printing of agendas.

Services Measures have been taken to reduce the number

Printing costs of copies produced, and the pricing structure has

(Key Risk Area) been re-assessed. 08/09 budgets have been
increased to mitigate this pressure.

Legal Fees 32| Recurring | Relates to a reduction in the number of Section

(Key Risk Area) 106 agreements coming through. Possibly
recurring due to a downturn in the housing market.

Land Charges (44) One-off The delayed introduction of HIPs led to more

Income

official searches than was anticipated. This is an
area that should break-even and will continue to
be closely monitored, particularly in relation to the
downturn in the housing market.

20
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APPENDIX C

(Under) /
Over One-off /

Service / Item £000 Recurring | Comment

Enterprise, Communities & Renaissance

Initiative (41) One-off Underspend on Enterprise Development grant

Funding payments — adjusted for in 2008/09 budget. Also
one-off underspend on IT costs

Rental Income 66 One-off This is comprised of the following items:

(Key Risk Area) - Culver Centre rent reconciliation resulted in a
year end invoice for £104k leading to an under
recovery of £72k

- 3&5 The Centre had fewer costs to recharge
leaving an under recovery of £27k

- Charter Court year end rent reconciliation
resulted in additional income of £34k

Financial Services

Financial 20 One-off Additional costs for Marketplace (Corporate

Management IT purchase ordering system). Built into 08/09

Costs budget.

Concessionary (1006) One-off Lower than expected payments to bus companies

Fares due to favourable appeal outcomes.

(Key Risk Area) Also grant received for issue of smart cards, but
due to efficient production net expenditure was
lower.

Cost pressure built into 08/09 budget to cover the
additional costs of the current scheme and the
expansion to a national scheme. Grant to be
received in 08/09 to help with the cost of National
scheme.

Insurance 88 One-off Additional premiums not included in 07/08 budget,

premiums also higher than expected premiums. Built into
08/09 budget to be recharged as non direct cost.

Benefits (66) One-off Underspend on DHP and Local Schemes, 100%

(Key Risk Area) LA Error subsidy achieved not budgeted for, built

into 08/09 budget. Under recovery on Housing
Benefit Overpayments.

Housing & Environmental Policy

Bed & 75| Recurring | Net Bed & Breakfast costs are overspent, which is

Breakfast in line with the predicted outturn for the year. This

(Key Risk Area) was due to the number of single person
households averaging 20 at any one time rather
than the budgeted figure of 12 households. In
2008/09 further homelessness prevention work is
being undertaken to reduce this expenditure.

Travel Plan (51) | Recurring | Relates to unspent Travel Plan income. Carry
Forward requested.

PDG (44) One-off Relates to unspent Planning Delivery Grant
income. Seasonal work with Carry Forward
requested.

ODPM Grant (15) One-off Additional Grant income received to contribute

towards the cost of a Homelessness Visiting
Officer.

Planning, Protection & Licensing

Planning
Income
(Key Risk Area)

(93)

Recurring

Over-recovery of income from Planning Fees.
Mainly offset by increased legal and consultancy
expenditure (below).




APPENDIX C

(Under) /
Over One-off /

Service / Item £000 Recurring | Comment

Planning 66 One-off Legal over-spend is attributable to the loss of an

Consultancy & in-house solicitor specialising in planning legal

Legal costs agreements. This was paid for externally (direct

(Key Risk Area) budget). Several appeals with solicitors’ costs or
large compensation payments have occurred
during the year.

Head of Service 42 One-off Consultancy & hospitality costs incurred due the
PP&L Service Review

Street & Leisure Services

Employee costs (361) One-off Employee savings across the service, used to
mitigate budget pressures — in trading areas lower
than anticipated expenditure tends to be
accompanied by and equivalent reduction in
earned income. The year-end saving is in addition
to the contributions to the corporate savings
target.

Energy costs (133) One-off Saving predominantly gas and electricity charges
at Colchester Leisure World.

NNDR charges (154) One-off The majority of the saving relates to a refund on

(Key Risk Area) Colchester Leisure World NNDR charges paid in
previous financial years.

Vehicle hire 142 One-off A vehicle-procurement exercise was undertaken at

(Key Risk Area) the end of 2007/08 to replace vehicles hired from
external firms.

Museums (61) One-off Income received by Museum Service, including

grants reimbursement of project and conservation works.

(Key Risk Area)

Trade waste 66 One-off Mainly tipping charges payable to Essex County

tipping charges Council. Partly due to January, February and
March 2007 charges being posted to 2007/2008
(amounting to £32k).

Parking (80) One-off Unbudgeted income for the provision of parking

enforcement enforcement services at Forest Heath — depending

(Key Risk Area) of the nature of any subsequent agreements this
arrangement will feature in the future as a trading
where income and expenditure can be balanced

Recycling (73) One-off Income from Essex County Council for each tonne

credits of recycling diverted from landfill. The 2008/09
budget assumes more income from recycling
credits. Budget adjusted for 2008/09

Telecare grant (37) One-off Grant income from Essex County Council for the

(Key Risk Area) development of the Telecare Service in
Community Alarms. Part of the grant will be spent
in 2008/09.

Sport & Leisure 221 One-off See relationship with employee costs. Largest

income
(Key Risk Area)

adverse variances are beauty therapy (£69k), bar
& catering (£56k), wet side courses (£39k), pools
(£35k), West End Tennis (£22k) and Local Sports
Centres (£21k). Favourable variances against
Charter Hall Events (£51k) and Lifestyle Passports
(£42K).
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APPENDIX C

(Under) /
Over One-off /

Service / Item £000 Recurring | Comment

Museum 93 One-off Largest adverse variances are Castle Museum

income (£34k) and Colchester Retail (£33k).

(Key Risk Area)

Parking Income 516 | Recurring | The budget for 2008/09 has been adjusted, but

(Key Risk Area) some pressure remains on the targets for car
parking income. The adverse variance against
budgeted income relates to car park receipts
(£278k), Penalty Charge Notices (£145k) and
season ticket income (£93k).

Domestic (72) | Recurring | May be a continuing issue. Higher than budgeted

Refuse income sales of consumables (£125k) and lower than
budgeted income from fees (£50k).

Technical Items

CLIA (883) One-off This is primarily due to increases in interest rates

(Key Risk Area) and higher levels of cash balances, together with
changes to the Council’s investment strategy. The
08/09 budget has increased the target for returns
by £300k following a review of the investment
strategy.

LABGI (379) One-off The LABGI grant is provided to reward business

(Key Risk Area) growth and is based on the level of growth in
rateable value within the Borough in 2007. The
07/08 LABGI grant was announced on 2 April
2008. The Council has also received additional
amounts relating to a recalculation of the first two
years of the scheme. No LABGI payment will be
received in 08/09 but a replacement scheme will
be implemented in 09/10.

Corporate 334 One-off This relates to the shortfall against corporate

Savings savings targets, which is broken down as follows:

Targets e £50k Support Service Review
e £85k Procurement
e £61k Salary Savings. However there was a

further underspend on salaries which could
have met this target.

e £138k Income Generation
For 08/09 budget targets have been adjusted:
income generation reduced by £100k;
Procurement increased by £100k. The Support
Service Review and Salary targets remain in the
budget.

Regeneration (140) One-off Relates to the balance of an amount released from

Reserve the regeneration reserve, which will be returned to

balances as agreed with the Leader and PFH
Resources.
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Budget Summary - Provisional Outturn 2007/08

APPENDIX A

Budget Monitoring Summary -
Provisional Outturn 2007/08

Provisional Outturn Position

Annual Budget

Actual Outturn

Variance (fav)/adv

Account Description Note £'000 £'000
By Subjective Group
Employees 25,515 25,000 (515) amber
Premises Related 8,167 7,761 (406) amber
Transport Related 1,567 1,692 125
Supplies & Services 11,779 11,594 (185) amber
Third Party Payments 2,100 1,988 (112)
Transfer Payments 2,039 2,041 2
Capital Financing Costs 6 3 (3 amber
Subtotal Expenditure 51,173 50,079 (1,094) amber
Government Grant (1,866) (1,747) 119 -
Other Grants & Reimbursements (3,448) (3,845) (397)
Customer & Client Receipts (19,002) (18,275) 727 amber
Income-Interest (23) (27) (4) amber
Inter Account Transfers (1,471) (1,512) (41) green
Subtotal Income (25,810) (25,406) 404 amber
Total General Fund Services A 25,363 24,673 (690) amber
By Service Group
Corporate & Democratic Core 288 278 (20)
ICT 2,104 1,908 (196)
Executive Management Team 811 774 (37)
Corporate Services 4,310 4,208 (202) amber
Customer Service Centre 1,015 1,012 (3) [ green
Enterprise, Communities & Renaissance 151 107 (44) amber
Financial Services (excl. Benefits) 5,483 5,506 23
Housing & Environmental Policy 2,526 2,421 (105) amber
Planning, Protection & Licensing 1,553 1,540 (23)
Street and Leisure Services 7,122 6,919 (203) amber
Subtotal General Fund Services A 25,363 24,673 (690) amber
Benefits - Payments and Subsidy B (1,226) (1,292) (cc)
Corporate/Technical Items C (20,323) (21,246) (923) amber
TOTAL NET 3,814 2,135 (1,679)
Housing Revenue Account D 347 2,359 2,012 [

Notes

A Detailed notes relating to the performance of General Fund Services are included in the notes to Appendix B.

B The projected outturn includes underspends relating to DHP and LA error, as well as an under recovery of overpayments.

C Variance includes additional investment income and LABGI grant, the balance of monies released from the regeneration reserve
and a shortfall against the corporate savings targets.

D Variance consists of additional expenditure on repairs & maintenance, and revenue contributions to fund capital expenditure. This
is partially offset by internal recharges, and higher than anticipated levels of rental income and HRA subsidy.

42




sque  eque  seque  ssqwe  isque  eque [NUSSIBEN seque  [USSINEBSEENNNUSSIONN

(¥60'T) (908) 0zt (z9) 29 (s8) € (zot) (D) (2L1) (o1) aoueLeA
6,005 198'€2 098'c Zvs'e 5259 129'C 0/0'T STT'S €6T'T 800'C 8.2 uwIN)INO [enay
€LT'TS €192 ovl's vzo's €9t'9 90.'C €/0'T 112'S ¥02'T G8T'C 882 186png [enuuy

JHNLIANIdX3 V101

sque e useib  uself  ueaib  uemld  uoai  sque  saib  usell  uselb

(€) - - - - - - (g) - - - 4 QoueleA
< R R - - - - I - - - uinnNQ [enloy
9 R - - - - - 9 - - - 19bpng jenuuy

ONIONVNIH 1V1IdvO

4 - - - 4 - - - - - - Qouele)
T0'C - - - T0'C - - - - - - uININQO [enoy
6€0°'C - - - 6€0°C - - - - - - 196png [enuuy
SININAVd d34SNVHL
I cove  coue  USSERNNNUSSSIMNNUSSSNN oque [NUSSEBNN cowe  [USSIENN
(etT) (v6) (eT) (q) - (1) - (q) - 9 - 3 aoueleA
886'T 199'T 4] 19 4 S8 - /.8 - 9 - uiniunQ [eny
00T'2 T9L'T S9 cL 144 98 - 6 - - - 186png enuuy
AldVd AdIHL
eque  oque  [CHNNNNNSI cowe NSNS s s
(g81) (9TT) 2Lt (eTT) zL (€9) € Ly () (o.71) (o1) a aouelen
¥6S'TT Zv8'e S69 961 T6S'T Z10'T 80T eov'T 1°14 8T.'T 8¢ uinunQ [eny
6.L'TT 856'S €¢S 609 6TS'T G/0'T SOT 9Ge'T 85 888'T 88¢ 186png renuuy

S30IAY3S % S3I1ddNS

EEPSINNNNESENN cowe  sque  que  Jeque  seque  soqwe  ssque  [USSIONUSSIBN

43

SzT 09T (€2) (q) 14 (1) (1 (om) T - - 2 aouelie)
269'T IS8T 98 og VT ST - €¢ 8 4 - uinunQ [eny
19G'T ¥Se'T 60T ge 0T 9T T €e L 4 - 186png renuuy
140dSNVvdL
que S cowe S  sque Jaque laque Jagque laque lsque  [NGSSIGNN
(90v) (96€) (€) €L ) (49) 4 (¢2) S T - g aduelieA
T9.'. 8G¢'S e G69 S G6T 4 9/G'T S T - uinunQ [endy
1918 ¥59'S LC 229 L 60¢ - 819'T - - - 186png renuuy
S3SINTHd
jque  eque  salb el o ueaib usab soque  useib  useb  useib
(519) (09€) (eT) (ze) rT) (9) () (69) (om) (1) - \ aouelieA
000'Se 98G'TT €00'c vse'e 0S8 YIe'T 096 €20 6L 18¢ - uinuno [eny
G15'Ge o6'TT 910 98¢'e 798¢ 02e'T 196 280°¢ 6EL S6¢ - 186png [enuuy
S33A0TdNT
JANLIANIdIX3
000.7 000.7 000.7 000.7 000.7 000.7 000.7 000.7 000.7 000.7 000.7 910N uonduoasaq 1unoddY
[eloL 371S 1%dd da®H dNIH d%04 2SO dd02 1N 121 0d0

80//00Z UJIN1INQ [RUOISIAOI - S92IAIBS ||V J0) 1loday Buuioluop 186png

4 XIdN3IddV



sque  seque  USSINN scowe [USSBNN cque [USSBNN eue  [USSINNEEBSEENNUSSIONN

(069) (€02) (eT) (sot) €C ((272] € (zot) (2€) (96T) (om)
€19'v2 616'9 ovS'T 12v'e 905'S 10T Z10'T 802'y vl 806'T 8.2
€9¢e'se zeT'L £55'T 925'C €sb's 15T ST0'T 0TE'Y 118 ¥0T'C 88z

oque  seque SISO USS O USS OSSN seqwe soqwe  [USSIBNN

14014 €09 (eeT) (€2) (6€) 187 - - (92) (6T) -
(9ov'sz)  (8ve'9T)  (02€'2) (T2T'D) (610'T) (r158'2) (89) (206) (6TV) (ooT1) -
(ot8's2) (1s5°21) (z81'2) (860°'T) (086) (555'2) (89) (206) (e6€) (18) -
~ueaib  ueasb  ueasb  usaib  usalb  uealb  ueasb  usalb  uwsalb  usasb  usasb

(Tv) (tv) - - - - - - - - -
(z15'7) (z15'7) - - - - - . - . B}
(T29'T) (T29'T) - - - - - - - B .

QoueleA
uinnNO [enloy
19bpng jenuuy

13N Iv1OL

QoueleA
uinnNO [enloy
19bpng jenuuy

JNODNI 1V1OL

aoueleA
uinpNQ [enloy
186png enuuy

SNVHL INNOJJV Y3LNI
oque  [USSBIIINUSSENN cqwe  [USSBIIINUSSBIIINSSON oqwe  [IUSSBNUSSBINuSSbI
() - - € - - - (1) - - - C aouelen
(L2) - - () - - - (81) - - - uInNpINO [enay
(€2) - - (9) - - - 1) - - - 196png renuuy
1S3HILNI-IINODNI
soque SISO cque  ssque  [USSIDNIINUSSIONININUSSION cowe  [USSIONN
12. €28 (e11) (1) (8¢) 99 - T - (T1T) - I aoueLeA
(s2z'81) (862'2T) (€66'T) (912) (z19) (622'T) (o1) (928) - (s8) - uwININQO [en1oy
(zoo'st)  (tzT'eT)  (088'T) (s12) (rLv) (s¥8'T) (91) (228) - (r2) - 186png renuuy
S1do3d IN3ITD ® LSND
DS cowe  [NUSSORNNNGSSONN cque [USSBINNNUSSGNN eque  eque  [USSINN
(26¢€) (eTe) (02) () (1) (52) - - (92) (® - H aoueLeA
(sv8'€) (z8z'2) (zz€) (8g2) (0€) (627) (zv) (e1) (611) (sT) - uInuINO [enay
(8vv'e) (696'T) (20€) (vea) (62) (¥sv) (zv) (e1) (e6€) ) - 196png renuuy
SINVYO ¥3HLO
DOUPSINPSINN  uce  seqwe  uoald  uoalb  ueaid  uoad  uoalb  ueald  usal
6TT v€T - (sT) - - - - - - - 12) aoueLeA
(Lv2'7) (958) - (8sT) (LLv) (952) - - - - - uININQO [en1oy
(998'1) (066) - (evT) (L1v) (952) - - - - - 196png [enuuy
INVHO LNINNHIAOD
JWODNI
000.3 000.3 000.3 000.7 0003 000.7 0003 000.3 000.3 000.3 000.3 910N uondiosaq 1UN022Y
eloL 311S 7%dd da®H NI d®03 2SO dd02 13 121 202

80//00Z UJIN1INQ [RUOISIAOI - S92IAIBS ||V J0) 1loday Buuioluop 186png

4 XIdN3IddV

44



"Ka1j10d [eluswiuoaiaug 7 BuisnoH uiyiim 1sasaiul abebliow o1 sarejal aduelep [
1salau|
"aWO0JUI SBJeS pue SUOISSIWPE SWNaSN\ pue ainsia] % UodsS Se ||am Se ‘S1a)dll uoseas pue SNOd ‘Bupjred Jed 0] sajejal
Alurew aoueleA 8SISAPE 9INSI9T 7 193J1S "uolexe | [ed07 UIYIM S88) HN0I JO A1I9A0231 Japun ue 0} Saye[al ddUeleA SBIAISS [eloueuld “suoliedljdde Bujuueld 1surefbe A1oA023a1 1SN0
ue 0} SaJejal dIuUeLIeA T9dd Juswabeue Sa1e1ST UIYIM SWOdU| [eIUd) 0} SaTejal AI9A0J38I Japun SaluNWWOo) pue asudialug "SawoH gD WoJl} 8wodul 0} Salejal adueleA || |
s1doay 1sl|D % 1SnD
‘awiooul 1pald Bulpkoal reuonippe
pue ‘BundauiBbug ulyIM SI8)]ays SNq 10} aWodUl palebpngqun ‘SadIAIas Juawadiojud Bupjred 1oy D YreaH 1S8104 WOJ) dWOdUI ‘S3JIAIBS [eJn)nNd ulynm uawdojaaag SUy uo
A19N0281 JBpUN UR SBPN|OUI BIUBLIBA 3INSIaT 79 199J1S "aW0dUl 90TS Isurebe asuelen T9dd "diysiauued Alefes Aunwwo) pue juswdojaAag aAlleINU| UOONIISUOD 8y} 10} SWOodUl
juelb 0] sale|al duBLRA SaRIUNWWO) % asudiaiug 'sadIAIas pue saljddns uiylm 18syo s pue s1oaloid Jauned 0] sajejal adueLeA | [N "SW0dUl YHH 0] Salejal adueleA 1D H
SULEISPETNe)
‘awodul gnH
wnasnp 1surefe asueApe ui 1d19dal e JO }NSal B Sk S| 9dUeLIRA 3INSI9T % 19941S 8yl 91D woly sjuswAed Apisgns BuisnoH 0] saje|al adueleA AJ1j0d [eluswuoliaug % BuisnoH 9
JuUBI9 JUBWUIBA0D

'S1S0J 8JeMJ0S S2IAIBS [efaT 0} Saje|al dduBleA S9IIAISS alelodio) o
Buloueulq [elde)d
"S92INIBS Bunjied pue ainsiaT pue Hods ‘ared 19a4S ulyum sjuawAed Jo10e)U0D
0] Saje|al sduBLeA 3INSI9T ¥ 199.1S 'S, 1 19Y10 0} sjuswAed pue suswAed Joioenuod jsurebe asueleA 19dd ‘Ada1jod Buluueld pue spasN BuisnoH uiyim sjuswAied 1010e13U09
01 Sale|al dduelIeA [eluawuoliAug 79 BuiSNoH "S8a} Ydseas SadlnIas [efa] 01 Sarejal aoueLeA Sa2IAIRS arelodio) "0218S 0] sluawAed palebpnqun 0] salejal adueleA 1D 3
sjuswAed Aled piiyL
‘BuipAoal uiynm [any pue sreuarew sdoysyIom Uuo puadsisno Ue pue ‘swnasniy Ulyum sisod juswdojanap ssauisng
‘S82INIBS [2INND UIYNIM SISOJ JUSAS pue Bunaxiew 0} aYe[ds SaoUBLRA UleW 3NSIa % 19311 |0J1U0I [BIUSLIUOIIAUS UIYNIM SIS8] JIJAUSIJS pue ‘s1s0d | | ‘sas} [eba] ‘Aouelnsuod
0] Saje|al ddueleA 19dd "ainlpuadxa ©Ad pue ueld |9Ael] sy isurebe saouelea Buimoys Ad1j0d [eluswuoliAug 7 BuISNOH "SISO || pue adueINsul 0} Saje|al ddueleA
,S9JIAISS [eloURUIH "S1S0D || pue Bunaxrew ‘syuawAed juelb sapnjoul adueLeA SaiuNWWOo) 7% astlidiaiug 's|jed auoydsjal pue ‘suonedldde mau 01 sajejas puadsiapun 19| d
S99IAIBS 7% saljddng
*S9|2IYaA S1SeM MaU JO Juswaindold ayl ul sAejap wouy Bunnsal juswabeuew 193]} Ul SIS0I ally S|91YdSA 0} Saje|al aIns|aT B 19a1S
ul puadsiano ay] “red [eioAe| ayl Jo asnh Juanbal) SS9 01 Salejal ddUBLIRA SIIAIBS alelodio) 3yl ‘Saduemo|e Jed pue Lodsuel) olgnd 0] arejal Ajulew SadueLIeA Jajjews ayl D
yodsuel|
‘uonealday  syied uiyum asueusiurew spunolb pue ‘ainsia
® SUOdS UIyIM S1S02 Safijin pue YANN Padnpal 01 alejal Ajurew SadueLeA 3INSIaT 7 19911S "SIS0J gg [euoippe 01 sale|al asueleA Ad1j0d [eluawuoiaug % BuisnoH "sajegal
HANN pue 9SnoH Uemoy 10} SIS0 A)011108|8 0] Saje|al adueleA sadIAIeS arelodio) “Bunsa) aoueldde sjgenod pue ‘s)sod adueusiuiew pue siredsl 0} aNP ae SadueleA Jgjjews d
sasiwald
uelb [euonippe ue Ag 19w aq 01 padadxa si
yoiym ‘suonresado Aunwwo) ul puadsiano Ue Se [[am Se ‘Buljokosy pue ‘eie) 18811S ‘swnasni ‘8insia 7 suods ul spuadsiapun urew aInsiaT 7 198.1S “Sal|ioe- pue SadIAIBS
JlreIoowaq ‘s8dINIBS [eha ulynm spuadsiapun 0] salejal uinpno sadiAIas arelodio) ‘papn|axa s 1abiel sbuines a1elodiod ayl pue ‘saloueden 0} anp Ajurew ale sadueleA ayl v
soakojdwg
S910N

g XIdN3ddVv

45



Budget Monitoring Report for HRA - Outturn 2007/08

APPENDIX D
Provisional Outturn 2007/08
Provisional Outturn 2007/08 Variance
Annual Budget Actual Outturn (fav)/adv
Account Description Note £'000 £'000 £'000

HRA - Direct & Non-Direct

EXPENDITURE

Employees 727 720 @)
Premises Related A 6,234 8,022 1,788

Transport Related 6 2 (4) amber
Supplies & Services B 983 1,043 60
Third Party Payments 4,316 4,363 47
Transfer Payments C 71 19 (52)
Support Services 2,461 2,353 (108) amber
Capital Financing Costs D 20,006 12,608 (7,398)
TOTAL EXPENDITURE 34,804 29,130 (5,674)
INCOME
Government Grant E - (116) (116)
Other Grants & Reimbursements F (252) (149) 103
Customer & Client Receipts G (21,818) (22,524) (706) amber
Income-Interest (66) (97) (31) amber
Inter Account Transfers D (12,321) (3,885) 8,436
TOTAL INCOME (34,457) (26,771) 7,686
TOTAL NET - HRA 347 2,359 2,012 G
Notes
A Additional expenditure on Repairs and Maintenance charged directly to the HRA.

Additional expenditure on Legal and Consultancy costs of £120k. Increased contribution to the Provision for Bad and
Doubtful debts of £100k. There has been a general underspend across budget headings, including Equipment and
Materials (£62K), IT (£34k), Telephones and Postages (£35k).

There is an underspend on Transfer Incentive payments (£38k) and Removal and Disturbance payments (£14k).
Additional revenue contributions of £1,100k from HRA balances to fund HRA capital expenditure.

We have received HRA subsidy from the DCLG for the financial years 2001/02 and 2002/03 which had not been
included in the budget.

Reduction in costs charged to Capital relating to the administration function of the Right To Buy process, reflecting the
reduced number of sales and activity (£99k).

Additional rental income due to fewer Right To Buy sales and void properties than assumed within the budget, along
with the fact that 2007/08 was a 53 rental week year but only 52 weeks were reflected in the budget.

46




Item
@ Finance and Audit Scrutiny Panel 1 3

corcnester 30 June 2008

—
Report of Head of Financial Services Author Graham Coleman
B 282741
Title Capital Expenditure Monitor 2007/08
Wards N/A
affected

This report details all capital expenditure during 2007/08.

1. Action Required

1.1 To note the level of capital spending during 2007/08 and forecasts for future years.
2, Reasons for Actions

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 2007/08 (April 2007 to
March 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 14 March 2007, 11 July 2007, 12 September 2007, 30 January
2008 and 12 March 2008.

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

5. 2007/08 Review

5.1  Capital spending in the year totalled £30.4 million. This represents 50.2% 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 2007/08 and that spending is broadly in line with
expectations.
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5.2

In total, forecast spending for this year, as reported to the last meeting of FASP, was
£29.4 million. This figure has since been amended to £29.6 million to take account of
additional external funding received in the last quarter of the financial year relating to
2007/08 schemes. The remainder of the programme is planned for 2008/09 and future
years. The table below sets this out by service area:-

Summary Current 2007/08 Expected Expected
Total Expenditure | Expenditure Expenditure
Programme for year per last FASP 2008/09 and
report 2007/08 | Future years
(as amended)
£'000 £'000 £'000 £'000
Corporate Services 1,894.4 197.4 329.9 1,697.0
EMT 4721 199.1 1721 273.0
Financial Services 12.0 6.1 12.0 5.9
Housing & Environmental Policy 1,714.5 409.3 667.0 1,305.2
ICT 3,208.9 670.0 1,467.3 2,524.3
Planning, Protection & Licensing 185.4 13.0 12.8 172.4
Renaissance Programme 24,010.2 13,852.0 13,410.2 10,583.2
Enterprise & Communities 357.4 209.9 219.1 172.8
Street & Leisure Services 14,829.0 7,487.5 8,157.9 7,279.3
Completed Schemes 408.6 389.5 427.7 0.0
Total — General Fund Services 47,092.5 23,433.8 24,876.0 24,0131
Housing Revenue Account 11,707.0 6,742.6 4,373.1 4,964.4
Total Capital Programme 58,799.5 30,176.4 29,249.1 28,977.5
Housing Schemes Dependent on
Specific Grants 1,767.0 229.5 372.0 1,537.5
Grand Total 60,566.5 30,405.9 29,621.1 30,515.0
5.3 Appendix A sets out details of spending and forecasts on all schemes. Comments are

5.4

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 21 February 2007, and revised on 14 March 2007,
11 July 2007, 12 September 2007, 30 January 2008, and 12 March 2008.

The total spend in 2007-2008 was £30.4m which is £0.8m (2.6%) more than the previous
forecast of £29.6m. The maijor factor in this variance is timing differences rather than
changes in the total cost of projects. This is not unexpected with major schemes that are
planned to be carried out over a longer timescale than twelve months. It is difficult to
forecast spending profiles between financial years. Such variances do not create a
funding problem as once resources are identified they can usually be moved between
years to match the spending pattern. This variance can be analysed over schemes as set
out in the table on the next page.
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9.9

5.6

Scheme Over/(Under) in
Year
£000

Decent Homes/Aids & Adaptations 2,428.2

Community Stadium 940.0

ICT Schemes (797.3)

East Colchester Regeneration (523.6)

Firstsite (440.3)

Housing Grants (340.4)

All Other Schemes (481.8)

Net Overspend 784.8

Commentary on the schemes is provided in section 5.6 below and Appendix A.

It should be noted that the sum of expenditure in 2007/08 and expected expenditure in
future years is more than the current programme by £354.4k. This reflects currently
identified projected changes in the overall costs of schemes from the previously approved
capital programme. This allows for the potential additional expenditure on the Community
Stadium of up to £410k, offset by smaller variations on other schemes. This is further
explained in paragraphs 5.6 and 5.7 below.

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.

ICT
There was a significant under-spend on ICT projects compared to the previous forecast.
This is largely a result of timing issues in relation to when expenditure is to be incurred.
The larger projects are:
e E-Government — budget is committed.
e ESD (Customer Service Centre) — spend delayed due to problems with software
and product availability.
e |ICT Strategy Development — around £500k now allocated to projects. Data centre
review and VOIP projects will start to take-off once the pilot is concluded.

Firstsite

Firstsite is entering the final phase of construction, although a delay is anticipated
compared to the original building completion date, as the main contractor is still resolving
a number of performance and programme issues with its roofing and glazing sub-
contractors. This remains a concern as completion of these works is on the critical path
for the project, which inevitably will have an impact on the programme and potentially the
practical completion date. This is now unlikely to be before the end of 2008 and may be
in early 2009. There are likely to be some 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.

Community Stadium

The main build contract with Barr remains on programme. 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. Given the release of £500k of funding in
October 2007, additional funding required is likely to be between £260k and £410k to
meet the costs of the improved public transport facilities. Consideration of the funding
shortfall will be included within the capital programme report to Cabinet in July.
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5.7

5.8

5.9

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 (CBC)
and the contractor mutually agreed to end their partnership on 30" June 2008 for the
delivery of responsive repairs, planned maintenance and decent homes services. As part
of that agreement Colchester Borough Homes (CBH) will now assist the Council with
longer-term delivery and CBC, CBH and the contractor are now working closely together
to ensure there is as little disruption as possible to the repairs and maintenance service
during the handover period. A review is underway to determine the timescale and cost to
complete the programme. Discussions are being undertaken 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 focus on establishing the scope of the programme
and identifying and appointing new contractors.

A number of schemes have been completed, and small under/overspends have been
identified. These are detailed in Appendix A and summarised in the table below:

Scheme Over/ (Under)
£000
Customer Service Centre (Offices) (14.6)
Mersea Pontoon (15.0)
Stadium Pre-development 15.0
Other minor over/(under)spends (26.0)
Total net Under spend (40.6)

The net underspend will be referred to the July Cabinet for consideration. Further
information on the above schemes is shown in Appendix A.

Additionally, a grant of £47.2k has now been received in respect of the installation of the
Mersea Pontoon. This means that an equivalent amount of CBC funds can now be
reallocated within the capital programme.

A review of the whole capital programme, including new resources, will be submitted to
Cabinet on 9 July 2008.

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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