Finance and Audit
Scrutiny Panel

Grand Jury Room, Town Hall
17 August 2010 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.
The panelscrutinises the Council's audit arrangements
and risk management 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 St Runwald Street. There is an
induction loop in all the meeting rooms. If you need help with reading or understanding
this document please take it to Angel Court Council offices, High Street, Colchester or
telephone (01206) 282222 or textphone 18001 followed by the full number that you wish
to call and we will try to provide a reading service, translation or other formats you may
need.

Facilities

Toilets with lift access, if required, are located on each floor of the Town Hall. A vending
machine selling hot and cold drinks is located on the first floor and ground floor.

Evacuation Procedures

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

Colchester Borough Council, Angel Court, High Street, Colchester
telephone (01206) 282222 or textphone 18001 followed by the full number you wish
to call
e-mail: democratic.services@colchester.gov.uk
www.colchester.gov.uk




Terms of Reference

Finance and Audit Scrutiny Panel

To review all existing service plans and associated budget
provisions against options for alternative levels of service
provision and the corporate policies of the Council, and make
recommendations to the Cabinet

To have an overview of the Council's internal and external audit
arrangements and risk management arrangements, in particular
with regard to the annual audit plan, the audit work programme
and progress reports, and to make recommendations to the
Cabinet

To monitor the financial performance of the Council, and to make
recommendations to the Cabinet in relation to financial outturns,
revenue and capital expenditure monitors

To scrutinise the Audit Commission's annual audit letter

To scrutinise executive 'service' decisions made by Portfolio
Holders and officers taking key decisions which have been made
but not implemented referred to the Panel through the call-in
procedure

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 AND AUDIT SCRUTINY PANEL
17 August 2010 at 6:00pm

Members

Chairman : Councillor Dennis Willetts.

Deputy Chairman : Councillor Christopher Arnold.
Councillors Jon Manning, Kim Naish, Gerard Oxford,
Nick Cope, Scott Greenhill, Sue Lissimore, Colin Mudie and
Colin Sykes.

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

members of this Panel.

Agenda - Part A

(open to the public including the media)

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

Pages
1. Welcome and Announcements

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

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

« action in the event of an emergency;

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

« introduction of members of the meeting.

2. Substitutions

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

3. Urgent Iltems

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

4. Declarations of Interest



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

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

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

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

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

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

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

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

Minutes 1-3

To confirm as a correct record the minutes of the meeting held on 27
July 2010.

Have Your Say!

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

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

Items requested by members of the Panel and other
Members



10.

11.

12.

13.

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

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

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

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.

Progress report on the Capital Improvement Programme
(Decent Homes)

See report from the Head of Strategic Policy and Regeneration.

2010-11 Capital Monitor

See report from the Head of Resource Management.

2010-11 Financial Monitor April - June

See report from the Head of Resource Management.

Work Programme

4-15

16 - 34

35-52

53-54



14.

See report from the Scrutiny Officer.

Exclusion of the public

In accordance with Section 100A(4) of the Local Government Act
1972 and in accordance with The Local Authorities (Executive
Arrangements) (Access to Information) (England) Regulations 2000
(as amended) to exclude the public, including the press, from the
meeting so that any items containing exempt information (for example
confidential personal, financial or legal advice), in Part B of this
agenda (printed on yellow paper) can be decided. (Exempt information
is defined in Section 1001 and Schedule 12A of the Local Government
Act 1972).






FINANCE AND AUDIT SCRUTINY PANEL
27 JULY 2010

10.

Present:-  Councillor Dennis Willetts (Chairman)
Councillors Nick Cope, Scott Greenhill, Sue Lissimore,
Jon Manning, Gerard Oxford and Colin Sykes
Substitute Member:-  Councillor Terry Sutton
for Councillor Christopher Arnold

Also in Attendance ;- Councillor Paul Smith

Minutes

The minutes of the meeting held on 29 June 2010 was confirmed as a correct record.

Freedom of Information Case Management

Mr. Phil Pettit, ICT Programme Manager, attended the meeting for this item. Mr. Pettit
presented the report on Freedom of Information Case Management.

In response to Councillor Manning, Mr. Pettit said the Information Commissioner had
found in favour of the person making the request, in respect of the one decision taken
by the Council to withhold information in the period since 1 January 2009.

Mr. Pettit, in response to Councillor Cope said there was not a mechanism or
procedure in place for determining the financial cost of providing information under the
Freedom of Information requests. Ms. Ann Wain, Executive Director said it was
possible using a simple formula of the average hourly rate, times the average time to
process a request, to determine an approximation of cost, and agreed to provide this
information to members of the panel.

In response to Councillor C. Sykes, Mr. Pettit said if the person requesting information
does not have on-line access, then officers will make the information available in other
forms. Ms. Wain said she would expect officers to use common sense and as an
example send a hard copy of the information if appropriate. Whilst Mr. Pettit said it was
not a requirement to generate information in another language, Ms. Wain said the
Council’s translation service where appropriate could be used.

RESOLVED that the Panel considered and noted the authority’s performance against
requests for information under the Freedom of Information Act 2001.

2009-10 Risk Management Summary

Ms. Hayley McGrath, Risk and Resilience Manager, attended the meeting for this item.
Ms. McGrath presented the report on the 2009/10 Year End Review of Risk
Management.



11.

In response to Councillor Manning concerned about the risk of the decline in staff
motivation and morale due to the impact of fundamental service reviews (FSR) and
other budget implications, Ms. Wain said senior management are very conscious of
staff morale. A consequence of the budget situation is a reduction in staffing, and it is
unlikely that further redundancies will be avoidable. The staff morale is being constantly
monitored, with group sessions between the Executive Directors and staff within
services undertaking a FSR.

The Chief Executive is to provide messages and updates to staff via intranet video, and
staff will shortly receive an email that it was hoped would provide the impetus for
greater staff involvement and ownership of the process.

In regards to risks 4d and 6¢ and the potential impact of future Government decisions
to reduce public funding and the inability to deliver the budget strategy in the current
economic climate, Ms. Wain said the FSR and other budget changes are to some
extent starting to address these risks, and budget changes are already happening, for
example, gaps in the budget due to the loss of grants. There will also inevitably be an
impact on those partners funded by the Council and partnership projects.

Councillor Smith, Portfolio Holder for Resources and Diversity said Colchester was
recognised as a leading Council in preparing for this type of eventuality, and contact by
other local authorities was now common place in respect of learning from the
Colchester model. The Council was facing up to the inevitable changes shortly to
occur.

RESOLVED that the Panel considered and noted the risk management work
undertaken during 20009/10, considered the current strategic risk register and
proposed risk management strategy for 2010/11, and endorsed the submission of the
report to Cabinet.

Annual Report on Treasury Management

Mr. Steve Heath, Finance Manager, attended the meeting for this item. Mr. Heath
presented the report on Treasury Management Annual Report 2009/10.

Mr. Heath told Councillor C. Sykes that he believed the asterisked investments,
reference 1043 and 1050 was almost certainly a software formatting quirk, but would
investigate and provide feedback to the panel.

In response to Councillor Lissimore, Mr. Heath said the average rate of debt was up
slightly from 5.72% in 2008/09 to 5.79%, and was in part due to a particular LOBO
(Lender Option Borrower Option) loan.

RESOLVED that the Panel noted the activities relating to treasury management
performance in 2009/10.



12. Work Programme

RESOLVED that members noted the current 2010/11 Work Programme.



Item
@ Finance and Audit Scrutiny Panel 1 0

Colchester 17 August 2010
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Report of Head of Strategic Policy and Author Lindsay Barker 282253
Regeneration John Rock 282762

Title Progress report on the Capital Improvement Programme (Decent Homes)

Wards All Wards

affected

1.1

2.1

3.1

3.2

3.3

This report sets out to provide a progress report on the Capital
Improvement Programme (Decent Homes)

Action required

Members of the Panel are asked to note and comment on the report which provides
progress on the Capital Improvement Programme (Decent Homes) since the Cabinet
report dated 21 October 2009. The Cabinet report is also included as background
information to note the progress made.

Reason for scrutiny

The panel at its meeting on 20 October 2009 agreed to review the detail of the Cabinet
decision taken on the 21 October 2009, regarding the Capital Improvement Programme
(Decent Homes)

Background information

It was agreed by Cabinet on 21 May 2008 that the Decent Homes work would be
postponed to enable a number of key pieces of work to be carried out before the
programme could be recommenced. These were identified as;

i.  Validation of the declared numbers of Decent Homes by Inspace.
i. Assessment of the cost to complete the Decent Homes Programme
iii. ldentifying the most appropriate robust controls and monitoring arrangements for
any future work
iv.  ldentifying the preferred procurement route to complete the outstanding work.

Given that the original Government deadline of 2010 to complete the decent homes
programme, would not be met, the government office for the Eastern Region (Go East)
(who have responsibility for monitoring delivery) were kept informed of Colchester’s
position and were informed of progress.

Progress update
i. Validation of the declared numbers of Decent Homes by Inspace.

The Council via Colchester Borough Homes instructed Ridge and Partners LLP to
complete this piece of work by the end of November 2008.
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To put the future delivery of Decent Homes into context, it is important to
recognise that this is not an isolated programme of work. The programme exists
as part of a continuing programme of capital improvements to maintain our
housing assets. To illustrate this and as an example, a kitchen assessed in 2000
to have a forecasted replacement date of 2012 will not be included in a 2010
assessment of statistical decency but the requirement to replace still exists. Ridge
identified there were 1394 properties as at 2008 which required works to bring
them up to the Decent Homes standard. Codeman, an Asset Management
database is now being used and enables planning of future programmes of work.
This approach will enable the Council to achieve the decent homes standard to all
properties where works have not been refused or access denied by 2012.
Codeman continues to be updated where works have been carried out during the
year. It is important to note that the number of properties not meeting the decency
standard will vary year on year as different component parts require replacing.

Level of works to be carried out against the standard

To ensure consistency, the Government set a national standard for local
authorities to bring their housing stock up to a level referred to as decent. The
standard is very complex. When assessing each property against the standard
four key components are considered. They are:

o The Fitness Standard (now replaced by HHSRS), Housing Health and

Safety Rating System

o Reasonable State of Repair,

o Reasonably Modern Facilities, and

o Reasonable Degree of Thermal Comfort.
In recommencing the Decent Homes programme, each property is being
assessed against the national standard.

Assessment of the cost to complete the Decent Homes Programme

As mentioned in the above paragraph the Council will be using Codeman (Asset
Management database) to forecast future programmes of work which will be
continually updated. The elemental costs in Codeman will be continually reviewed
and are set at a level that reflects the current market conditions. This approach
was recommended and validated through Ridge & Partners. Therefore, the
Codeman system has produced an annual forecast of expenditure required in
future years. However this needs to be balanced against affordability.

Identifying the most appropriate robust controls and monitoring
arrangements for any future work

As part of the interim arrangements with Colchester Borough Homes to provide
the repairs & maintenance service, the Council have already implemented a range
of robust controls and monitoring arrangements to ensure services continue to
improve and offer value for money for both the Council and its tenants &
leaseholders.

Current controls and monitoring arrangements in place are:

e A signed contract known as the “Deed of Variation” is in place between the
Council and Colchester Borough Homes to provide the contractual framework
for the defined maintenance service

e The Council provide Colchester Borough Homes with a High Level Delivery
Plan which confirms the priorities of the Council and the available
funding/budget for repairs/capiéal works for the year



4.1

4.2

e The Service Manager role now sits with the Council. The Service Manager is a
key role within any programme to deliver both repairs and decent
homes/capital works. The role ensures that CBH work within the agreed
programme of works, agrees any variations to these programme, instructs
additional works where appropriate and notifies CBH where costs may be
disallowed

¢ An Operational Site Meeting (OSM) is held monthly to discuss day to day
issues. A formal OSM is chaired by an officer from the Council. The formal
meeting reviews spend against budget, performance against agreed Key
Performance indicators, pressure points and new services that need to be
considered etc

e The Council/Colchester Borough Homes officer liaison (CBH Director level and
Head of Service from CBC) meeting reviews the work of CBH Property
services

e There is a standing agenda item at each Portfolio Holder meeting which
includes the repairs & maintenance service

e The repairs service is discussed at the Partnership meeting between both
Organisations. This meeting is attended by the Portfolio Holder for Housing
and Community Safety & the Head of Strategic Policy and Regeneration
(CBC) and the Chief Executive & Chair of CBH

With the future Decent Homes Programme the above arrangements will continue
as a minimum requirement. Further controls may be considered and implemented.
Appropriate building contracts have been entered into with the successful
contractors carrying out the decent homes work.

\'J Identifying the preferred procurement route to complete the outstanding
work.

Following on from the Cabinet report dated 21 May 2008, officers sought legal
advice on the most appropriate procurement route to complete the outstanding
Decent Homes programme The advice received was that the Council should be
the awarding authority and that Colchester Borough Homes act as employer’s
agent. The Council was required to follow the full EC Procurement Regulations
(OJEU) given the size and value of works to be tendered. In consultation with
Colchester Borough Homes, a project plan was drawn up which met the statutory
requirements. The timescales were challenging, but officers worked towards
recommencing the Decent Homes Programme in Autumn 2009.

Supporting Information

As part of the procurement process a robust tender specification was developed by CBC,
CBH and Ridge & Partners to ensure the Council and its tenants receive best value for
money on the evaluation criteria of price and quality as agreed and set out in the Tender
Document, for volumes and level's of service set out therein. The documentation
included a comprehensive performance framework with KPI's, the need for high quality
services and strong support for tenants whilst work is being carried out to their homes.
The specification also includes the introduction of a different form of contract to the one
used under the previous arrangement.

The Form of Contract recommended by Ridge & Partners to deliver both the decent
homes programme and the continuing Capital Works programme will be the JCT
Standard Form of Measured Term Contract 2006 Edition incorporating Amendment 1
(April 2007), further amended as set out in the Tender Document. Two contracts were
awarded to Apollo (Internal & Windows and Doors) and a further contract was awarded
to Mears (Internals) Both parties have formally signed the Contracts and Bonds are in
place to protect the delivery of the s8rvice. The successful contractors have been



4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.10

awarded a 4 year contract with an option to extend by agreement with the Council for a
further period of 2 years, depending on their performance over the contract period.

The order of work to complete the programme was established following debate about
how this should be determined. One option was to use the previous programme and
continue where this had stopped, another was to base it on returning to the previous
programme and completing work which was outstanding, yet another was based on the
remaining life cycles of the elements to be replaced based on density of need. Eventually
Cabinet agreed to accept a programme based on volume of need based on failure rates
within individual Wards.

To complete the programme will involve work being carried out to approx 2015 properties
with an estimated total cost of £12,825,000. This level of expenditure can be
accommodated within the existing and predicted future Major Repairs Allowance (MRA)
resources and is reflected in the Housing Investment Programme report. CBH will
continue to complete surveys on failing properties as determined by Codeman ahead of
work being allocated to the new contractors. In recommencing the decent homes
programme, each defined property will have been assessed against the national
standard which is consistent with the standard applied on decent homes work in
Colchester from 2005.

As set out in the January 2009 Cabinet report, the current robust controls and monitoring
arrangements continue as a minimum standard. The formal monthly Operational Site
Meeting (OSM) attended by both CBC and CBH have put in place arrangements to
capture the performance monitoring of the decent homes contract.

CBH’s role as the Contract Administrator (CA) is key to the success of these contracts
and the completion of the decent homes programme. CBH now manage the contract on
behalf of the Council which includes managing day to day issues/arrangements of the
contract and acting as the main point of contact for all parties through the nominated
representative. The nomination of the Contract Administrator has been with the approval
of the Service Manager and any changes will need to have the same approval. The CA
through the nominated representative attends the monthly OSM to report on the
contractor’s performance. The role and responsibilities of the CA is also clearly defined
within the JCT form of contract.

The Council in partnership with CBH prepared a comprehensive implementation plan in
readiness to meet with the successful contractors to ensure they could mobilise their
workforce swifty and commence work on site with tenants as soon as practically
possible.

Surveys for the first year’'s programme have been completed and under the scrutiny of
the CA pilot programmes were conducted by both contractors. The programmes were
conducted in Christchurch and St Johns Wards.

A number of local drop in sessions were arranged by each contractor to introduce
themselves to our customers. Unfortunately these were not well attended but each
contractor was well prepared and where possible presented a professional approach. A
“Meet the Contractor” event was also held at Gosbecks Road on 11" March attended by
Members.

These are major contracts which necessitate a bedding in period to set up and agree

sub-contractors, systems for opening and closing properties being worked upon,

valuations and general management controls. It is pleasing to report that our Contract

Administrator at the meeting of the OSM on 21 July 2010 reported that work has been

issued to 190 properties across all contracts valued at £700k which is below the original
7
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412

413

5.1

6.1

6.2

6.3

6.4

7.1

7.2

8.1

9.1

budget by £90k. The total amount paid across all contracts is currently £110,666.13 and
stock condition surveys are progressing to programme.

The Apollo “Windows and Doors” contract has commenced with doors being installed
and windows being surveyed.

Customer satisfaction Performance Indicators are written into each contract and these
are currently running at:

Apollo. Target Set 95% Performance achieved 100%
Mears Target Set 95% Performance achieved 100%

The CA has confirmed that the December 2012 deadline is not compromised and the
funds set aside to deliver the programme were still considered to be adequate.

Strategic Plan references

These contracts and the programme form part of the delivery against the Homes for All
priority in the Councils Strategic Priorities 2009 — 12 by ensuring the decency and
upkeep of the Councils housing stock. It is also a key action in the Housing Strategy
adopted by Cabinet in 2008.

Consultation

Although this report has not had wide consultation it is important to note that Tenants
and Leaseholders have taken an active part within the overall procurement process in
various ways which include, attending the presentation/consultation by Ridge & Partners
on the outcome and recommendations of the Pre Qualification Questionnaires, scoring of
the contractor’'s method statements and taking part in the final interviews for selection.

CBH have carried out a series of road shows to tenants and leaseholders as part of the
consultation with regard to the decent homes programme

There will need to be further consultation with tenants where there is any choice to be
made over the type of replacement component they would prefer and as the
programmes progress.

The Council will also be consulting with its leaseholders in respect of any qualifying
works in accordance with its statutory obligations.

Publicity considerations
Good communication with tenants is vital and the Council, working closely with CBH,
have issued information to its customers to advise them of the restart of the programme

and how it will affect them with ongoing updates as the programme progresses.

A press release was issued to inform the public of the progress made since the cessation
of the previous service, covering the main issues outlined in this report.

Financial implications
The financial implications are contained within the main body of the report.
Equality, Diversity and Human Rights implications

Following the contractor’s tender submissions, Equality and Diversity was a key element
of the evaluation process. Contractors Were both evaluated and questioned at interview



stage with regard to how they would deliver services to tenants from BME origins, with
disabilities and other support needs. Contractors are aware of the need to tailor the
service they provide to meet individual needs of tenants. This may include support,
information in various languages and temporary provision of alternative accommodation
whilst work is being carried out etc.

10. Community Safety implications

10.1 There are none directly arising from this report

11.  Health and Safety implications

11.1  NPS South East Ltd have been appointed by the Council to provide the role of CDM Co-
ordinator, they will also have responsibility for the Site Waste Management plan for this
programme. Through the role of Contract Administrator CBH will be responsible for
ensuring Health and Safety requirements are fully complied with.

12. Risk Management implications

12.1 By following an EU compliant tender process and by implementing the controls set out in
this report, the Council is seeking to mitigate against any potential risks.

Background Papers

Cabinet report dated 21 October 2009
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Colchester 21 October 2009

——
Report of Head of Strategic Policy and Author Lindsay Barker/Mike
Regeneration Scarlett
7= 282253/2681
Title Capital Improvement Programme (Decent Homes)
Wards All wards
affected
This report sets out the procurement process for the re-tendering of the
Capital Improvement Programme (Decent Homes)
1. Decision(s) Required

1.1 To agree to re-commence the Capital Improvements Programme in the autumn of 2009
with the aim to complete the decent homes programme by December 2012 and within
the resources available to the Council.

1.2  To award two contracts for the Internal Works elements, one to Apollo Property Services
Group and the second to Mears Limited

1.3  To award the Windows and Doors Contract to Apollo Property Services Group
2, Reasons for Decision(s)

2.1 The Council remains committed to reaching the ‘decent homes standard’ for its housing
stock and has received Government funding of £35m towards this programme.

2.2 The Council needs to achieve the Decent Homes standard to its Housing stock by
December 2012 and within the available resources as agreed by Cabinet on 28 January
2009. This approach was also accepted by Communities and Local Government and the
Housing and Communities Agency in February 2009.

2.3  The procurement approach agreed by Cabinet on 28 January 2009 was one of a full
European (EU) compliant process (OJEU) with the Council acting as the awarding body
for any contracts placed and Colchester Borough Homes (CBH) acting as the employer’s
agent (Contract Administrator).

3. Alternative Options

3.1 The Decent Homes Programme being part of the overall Capital Improvement
Programme is a national programme with agreed targets for completion and therefore
the Council has no alternative but to recommence the Capital Improvement Programme.

4. Supporting Information

4.1  Following the January Cabinet decision, the Council engaged the support of Ridge &

Partners (property consultants) to assist with managing the EU procurement process
(OJEUL).
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4.2

4.3

4.4

EU regulations require contracts of this nature and scale to be advertised across the EU.
A two-stage contractor selection process consisting of a Pre-Qualification Stage which is
open to all interested parties, followed by a Tender Stage which is restricted to
contractor’'s selected by analysis of the first stage responses was followed. The Pre-
Qualification Stage invites interested contractors to submit information concerning their
Financial Capacity, Technical Capability, Relevant Experience and References.
Information is requested in a Pre-Qualification Questionnaire from all interested
contractors.

In March a joint planning meeting took place with representatives from the Council, CBH
and Ridge & Partners to formulate a detailed project plan and timeline to complete the
procurement process. As part of the planning process reference was made to the
previous Inspace contract and the “lessons learnt” report provided by an Independent
Consultant (Peter Nourse) and presented to FASP, to ensure his recommendations were
built into any future contract arrangement. In particular, given the size and value of the
Capital Improvement Programme, both Peter Nourse and Ridge & Partners
recommended that the future contract should be split into two work elements. This would
give the Council greater security and flexibility over the previous contract.

The work elements recommended consist of:

e |Internal Works
¢ Windows and Doors

Also in line with recommendations from Ridge and Peter Nourse, two contractors will be
awarded work for the Internal Works contract and a further specialist contractor will be
awarded the Windows & Doors contract. This approach would also provide greater
competition from the contractors delivering the services.

In March, Ridge & Partners placed the OJEU notices within the European Journal inviting
contractors to submit an interest in tendering for the Capital Improvement Programme by
24 April 2009.

e 64 contractors responded to the advertisement for the internal works contract with
37 submitting completed Pre-Qualifying Questionnaires (PQQ).

e 60 contractors registered their interest for the windows & doors contract with 28
submitting a completed PQQ.

e Ridge & Partners carried out a robust analysis of the completed PQQ’s which
resulted in a presentation to a joint meeting attended by officers from CBC & CBH,
The Portfolio Holders Councillor Oxford & Councillor Smith, CBH board members,
Chief Executive, Directors and both tenant and leaseholder representatives. Ridge
presented their recommendations to the meeting on the contractors who should
be short listed to continue and complete the full tender documentation

e 14 contractors (8 for the internal works contract and 6 for windows & doors) were
short listed and invited to complete the full tender documentation. The closing
date for the return of tenders was 28 July.

e On the 28 July, 8 tenders were received for the internal works contract and 3 out
of 6 were received for windows & doors.

e Ridge & Partners carried out a full evaluation of the returned tenders. In addition
and as part of the evaluation process, an independent evaluation of some of the
contractors delivery Method Statﬂnents took place in Colchester on 18 August.



4.5

4.6

4.7

4.8

4.9

The independent group consisted of representatives from CBC & CBH (officers),
CBH board member representation and tenant & leaseholders. The scores from
the evaluation event were included in the overall scoring mechanism to assess the
suitability of the contractors in delivering the service to Colchester.

e Following the outcome of the evaluation for the internal works contract, 3
contractors were invited to attend an interview on 11 September. The contractors
selected for interview were Apollo, Frank Haslam Milan & Mears.

The interview panel consisted of the following representatives:

Ridge & Partners — Peter Frank

CBC — Councillor Beverley Oxford, Mike Scarlett, John Rock Julian Wilkins (Legal
Services)

Tenant representative — Gordon Seymour

Leaseholder representative — Geoff Foster

CBH - Board Representative John Newton, Matt Armstrong (Asset Manager),
Chris Morris (Operations Manager)

o With regard to the Windows & Doors contract, following the evaluation process the
lead tender was in a position where interviews were somewhat academic from a
scoring position as no other contractor could achieve a higher score. Therefore,
Apollo Property Services Group is being recommended for this contract.

For information, a copy of the full tender evaluation report prepared by Ridge & Partners
is available.

As part of the procurement process a robust tender specification was developed by CBC,
CBH and Ridge & Partners to ensure the Council and its tenants receive best value on
the evaluation criteria of price and quality. The documentation included a comprehensive
performance framework with Key Performance Indicator’'s and strong support for tenants
whilst work is being carried out to their homes. The specification also includes the
introduction of a different form of contract to the one used under the previous
arrangement.

The Form of Contract recommended by Ridge & Partners to deliver the continuing
Capital Improvements Programme is the Joint Contracts Tribunal (JCT) Standard Form
of Measured Term Contract 2006 Edition incorporating Amendment 1 (April 2007),
further amended as set out in the Tender Document. The successful contractors will be
awarded a 4 year contract with an option to extend by agreement with the Council for a
further period of 2 years, depending on their performance over the contract period.

A programme developed by CBH to complete the decent homes programme by
December 2012, using Codeman (the Council’'s Asset Management database) has been
approved by Cabinet. To complete the programme will consist of work being carried out
to approx 2015 properties at an estimated cost of £11.6m. It is anticipated that this level
of expenditure can be met from existing and future MRA resources. This will be reflected
in the HRA Capital Medium Term Financial Forecast which will be submitted to Cabinet
in January 2010 as part of the 2010/11 Housing Investment Programme report.

As set out in the January 2009 Cabinet report, the current robust controls and monitoring
arrangements will continue as a minimum standard. The formal monthly Operational Site
Meeting (OSM) attended by both CBC and CBH have put in place arrangements to
capture the performance monitoring of the Capital Improvements contracts which will
include progress against the agreed programme, monitoring of expenditure against
agreed budgets, analysis of performance against KPi’s, the quality and standard of the
services provided to tenants by reviewinkZcustomer satisfaction reports and direct liaison
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411

412

with tenants. In addition, a progress report on the performance of the contractors and
their progress against the decent homes programme will be presented to the Portfolio for
Neighbourhoods on a monthly basis at each Portfolio Holder meeting

CBH’s role as the Contract Administrator (CA) is key to the success of these contracts
and the completion of the decent homes programme. CBH will manage the contracts on
behalf of the Council which will include managing day to day issues/arrangements of the
contract and act as the main point of contact for all parties through the nominated
representative. The CA through the nominated representative will attend the monthly
OSM to report on the contractor’s performance. The role of CA is also clearly defined
within the JCT form of contract.

The Council in partnership with CBH have prepared a comprehensive implementation
plan in readiness to meet with the successful contractors to ensure they can mobilise
their workforce swiftly and commence work on site with tenants as soon as practically
possible.

The Cabinet will however be aware of the media coverage being given to the Office of
Fair Trading (OFT) findings following their investigations into the widespread practice of
“cover pricing” back in the early part of 2000. One of the many companies found to be
involved at that time was Apollo and a fine has been imposed on them as a result.

This company, following the full rigours of the EU procurement process are being
recommended as one of the contractors to deliver our future Capital Improvements
Contracts including Internal Works and Windows and Doors.

As stated in the OFT findings, Apollo have been found liable under their investigation, as
published on 22 September 2009. The Portfolio Holders for Neighbourhoods and
Culture & Diversity were fully briefed on the position, which included the OFT/OGC
(Office of Government Commerce) guidance issued with their investigation report. In line
with the OFT/OGC guidance, the Council have sought further legal clarification from the
Council’s legal team as to their application and have asked for the opinion of Ridge &
Partners.

To summarise, some of the relevant points were that:

1. The Council should consider the joint advice provided by the OFT and OGC that
cautions procurers against excluding infringing firms. The main reason given is that
the practice of “cover pricing” was found to be widespread and it was known that
companies not named in the decision were also involved, although not investigated.

2. Legal advice should be taken in respect of whether the findings were sufficient to
withstand challenge, given the OFT/OGC advice, and that the infringements occurred
in 2003 and 2004, and all were in conjunction with one other construction company,
Mansell, who were not involved in the current tenders.

The legal advice is unless the Council is aware of any price fixing in respect of the
Capital Improvement tenders the balance of risk would support the conclusion that
Apollo’s bid should still be considered for the reasons referred to above.

Also the Council has required all parties to sign an anti collusive tendering certificate,
so that if it subsequently came to light that there was price fixing the Council could
potentially void any contract for misrepresentation or terminate the contract for breach
because the Council’s Contract Procedure Rule requires every contract where the
value is over £50,000 to have a cancellation for corruption clause

13
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4.14

5.1

5.2

5.3

5.4

5.5

6.1

3. Apollo’s prices were the lowest overall in both of the current tenders and there is no
evidence that bid rigging has occurred. Apollo have completed a Certificate of Non-
Collusion in respect of both tenders, and as the basis of pricing was on unquantified
Schedules of Rates, it would not have been possible for tenderers to compare overall
tender sums with other parties.

4. If collusion were suspected on the current tenders, it would have necessarily involved
other tenderers, and the process would need to be recommenced to ensure that
contracts were not awarded to a company involved in such activity. If this course of
action were followed, the decision to exclude infringing firms would still have to be
taken in a reprocurement, and legally supported, in shortlisting for the tender list.

5. The tender evaluation has not been concluded on price alone, as 40% of marks have
been awarded for qualitative aspects.

Apollo have written to the Council confirming they have made it clear that the allegations
against them were wholly unfounded and will be appealing to the Competition Appeal
Tribunal. Following the allegations made by the OFT, Apollo instigated its own
investigation, led by a leading external law firm. No internal evidence substantiating the
allegations was found, nor any hint of wrongdoing. To provide further assurance to their
customers, Apollo has taken additional steps to strengthen their competition compliance
procedures. A copy of the letter received from Apollo is available.

In considering the guidance provided by the OFT & Ridge and legal advice, the Portfolio
Holders for Neighbourhoods and Culture & Diversity agreed that Apollo’s bid should still
be considered for the future Capital Improvements Contract which includes Internal
Works and Windows & Doors, as set out in item 5 of this report.

Proposals
To accept the recommendations of Ridge & Partners and officers following the
completion of a robust EU compliant tender process (OJEU) and recommence the

Capital Improvement Programme in the autumn of 2009 by:

Awarding two contracts to deliver the Internal Works elements of the programme to
Apollo Property Services Group and Mears Ltd

Awarding the Windows and Doors contract to Apollo Property Services Group

To enter with the successful contractors into a 4 + 2 year JCT Standard Form of
Measured Term Contract 2006 Edition incorporating Amendment 1 (April 2007), further
amended as set out in the Tender Document.

To proceed with the programme of works prepared by CBH and agreed by Cabinet to
complete the decent homes element of the contracts by December 2012 and within the
resources available to the Council.

Strategic Plan References

This decision is part of delivering against the Homes for All priority in the Council’s
Strategic Priorities 2009 — 12 by ensuring the decency and upkeep of the Council’s
housing stock. It is also a key action in the Housing Strategy adopted by Cabinet in 2008.

Consultation

14
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8.1

8.2

9.1

10.

10.1

1.

11.1

12.

121

13.

13.1

Tenants and Leaseholders have taken an active part within the overall procurement
process in various ways which include, attending the presentation/consultation by Ridge
& Partners on the outcome and recommendations of the PQQ’s, scoring of the
contractor’s method statements and taking part in the final interviews for selection.

CBH have carried out a series of road shows to tenants and leaseholders as part of the
consultation with regard to the decent homes elements of the overall programme

There will need to be further consultation with tenants where there is any choice to be
made over the type of replacement component they would prefer once the procurement
is complete and the contracts are in place.

The Council will also be consulting with its leaseholders in respect of any qualifying
works in accordance with its statutory obligations.

Publicity Considerations

Good communication with tenants is vital and the Council working closely with CBH wiill
need to issue information to its tenants to advise them of the restart of the programme,
how it will affect them with ongoing updates as the programme progresses. Again this
information will follow once the contracts are let and more detail discussions have taken
place with the 3 successful contractors.

A press release will be issued to inform the public of the progress made since the
cessation of the previous service, covering the main issues outlined in this report.

Financial implications
The financial implications are contained within the main body of the report.
Equality, Diversity and Human Rights implications

As part of the contractor’s tender submissions, Equality and Diversity was a key element
of the evaluation process. Contractors were both evaluated and questioned at interview
stage with regard to how they will deliver services to tenants from BME origins, with
disabilities and other support needs. Contractors are aware of the need to tailor the
service they provide to meet individual needs of tenants. This may include support,
information in various languages and the temporary provision of alternative
accommodation whilst work is being carried out etc.

Community Safety Implications

There are none directly arising from this report.

Health and Safety Implications

Colchester Borough Council has appointed NPS South East Ltd to provide the role of
CDM Co-ordinator; they will also have responsibility for the Site Waste Management
Plan for this programme. Through the role of Contract Administrator CBH will be
responsible for ensuring Health and Safety requirements are fully complied with.

Risk Management Implications

By following an EU compliant tender process and by implementing the controls and
recommendations as set out in this report, the Council is seeking to mitigate against any

potential risks or challenges. 15
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Item
Finance and Audit Scrutiny Panel 11

colcagster 17 August 2010

—
Report of Head of Resource Management Author Graham Coleman
= 282741
Title Capital Expenditure Monitor 2010/11
Wards Not applicable
affected

1.1

2.1

2.2

3.1

3.2

3.3

4.1

4.2

The Panel is invited to review the progress against all capital schemes
during 2010/11

Action Required
To note the level of capital spending during 2010/11 and forecasts for future years.
Reason for scrutiny

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

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

Background

This report sets out details of spending for the financial year 2010/11 (April 2010 to June
2010) and revised forecasts for future years.

The report includes new capital funding and changes to the capital programme as
revised by Council on 19 May 2010.

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

2010/11 position to 30 June 2010

In the first 3 months of this year capital spending totalled £2.0 million. This represents
7.8% of the total programme, and 8.8% of the projected spend for 2009-10. New funding
has been added to the capital programme including £1.1 million agreed by Council on 19
May 2010 for the VAF together with some smaller contributions from external parties and
Section 106 monies. It should be noted that the programme includes a number of major
schemes where spending is planned across more than one year and that spending to
date is broadly in line with expectations.

In total, forecast spending for this year is £22.9 million, with the remainder of the
programme currently planned for 2011/12. The table below sets this out by service area:

16




Current 2010/11 Expected Expected

Total Expenditure | Expenditure Expenditure
Summary Programme for year 2010/11 2011/12

£'000 £'000 £'000 £'000
Corporate Management 934.7 86.9 934.7 0.0
EMT 174.2 4.5 174.2 0.0
Resource Management 310.5 2.3 310.5 0.0
Street Services 115.7 25.2 115.7 0.0
Environmental & Protective Services 1,237.8 36.6 1,237.8 0.0
Strategic Policy & Regeneration 11,871.4 1,564.3 11,871.4 0.0
Life Opportunities 2,708.3 144.2 2,833.8 0.0
Completed Schemes 54.3 0.0 15.1 0.0
Total — General Fund Services 17,406.9 1,864.0 17,493.2 0.0
Housing Revenue Account 8,441.2 145.1 5,423.7 3,017.5
Total Capital Programme 25,848.1 2,009.1 22,916.9 3,017.5

4.3 Appendix A sets out details of spending and forecasts on all schemes. Comments are
provided on the schemes’ progress and future forecasts. The schedule includes budgets
for all approved and funded schemes and some existing projects that, whilst approved,
are not yet available to spend until resources are secured to enable funding to be
released. These amounts are shown in the unfunded columns and reflect the Capital

Programme approved by Council on 17 February 2010, and revised on 19 May 2010.

44 The scheme for Colchester Leisure World Fitness Pool LACM and Modernisation is
currently forecast to be overspent by a maximum of £125.5k. It is hoped that the final
figure will prove to be less than this. Contract retention payments on the St Anne’s
Community Centre were less than expected, resulting in an underspend. Additionally,

there are some minor under/overspends on other completed schemes.

Scheme Over/ (Under)
£000

Colchester Leisure World — Fitness Pool LACM & 125.5

Modernisation

St Annes Community Centre (38.4)

Other minor (under)/overspends (0.8)

Total Net Overspend 86.3

This sum will be referred to Cabinet for consideration when the final position is known.

Cabinet will also consider a revised forecast of capital receipts.

The Council’'s Capital Programme is aligned to the Strategic Plan.

4.5

5. Strategic Plan references

5.1

6. Financial implications

6.1 As set out above.

7. Risk management implications
7.1

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

17



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

18
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s Item

@ Finance and Audit Scrutiny Panel 12
COLCHESTER 17 August 2010

Report of Head of Resource Managment Author Sean Plummer

7= 282347

Title Financial Monitoring Report — April to June 2010

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 for the
first three months of 2010/11

Action required

The panel is asked to note the financial performance of General Fund Services and the
Housing Revenue Account (HRA) in the first three months of 2010/11.

Reason for scrutiny

Monitoring of financial performance is important to ensure that:

e Service expenditure remains within cash-limited budgets.

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

e Performance targets are being met.

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

Background and Summary Position

This report reviews the Council’s overall position based on profiled income and
expenditure for the three months to 30 June 2010, and also shows a projection of the
outturn figures for the full year. All the information presented in respect of General Fund
Services shows the position based on net ‘direct costs’. The review of the Housing
Revenue Account is different in that it shows all costs, both direct and indirect.

The projected outturn for the General Fund is currently a net overspend of £1.14m. The
Housing Revenue Account forecast outturn position is an underspend of £64k.

The General Fund position, set out in more detail in the following paragraphs, is primarily
due to the unexpected and significant reduction Government grant funding. As explained
later in the report action to mitigate this sudden loss of revenue is in progress and will be
reported later in the year.

General Fund - Position to 30 June 2010

Service Budgets

Appendix A summarises the Council position by expenditure group and by Service
Group. The net position shows a variance against profiled budget for General Fund
Services (excluding benefits) of £30k (adverse). This comprises total expenditure being
£630k lower than expected and less inggme than expected totalling £660k. Appendix B




4.2

4.3.

5.1

5.2

5.3

5.4.

5.5.

5.6.

provides a more detailed view, breaking this information down by individual Service
Groups.

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

Green — Variance less than £50k and 5% of budget

Amber — Variance greater than £50k OR 5% of budget

Red — Variance greater than £50k AND 5% of budget

Benefits payments are not shown in Appendix A to avoid distorting the reported position
for Service Groups. It is currently projected that this area will be on budget at year end,
when the final subsidy claim is paid.

Outturn Forecast / Risk Areas

This is the first review this year of the 10/11 budget position and the current forecast
outturn is net overspend of £1.14m as summarised in the following table:-

£000

Service budgets 411 | See paras. 5.2 — 5.3 and Appendix C

Technical ltems / 725 | See paras. 5.4 -5.9
Mitigating action

Potential net overspend 1,136

Service Budgets
The following table sets out the forecast outturn for all service areas with outturn
variances. This shows a net forecast overspend of £411k

Service Forecast outturn
£000

Corporate Management 22 under budget
Environmental and Protective Services 100 over budget
Life Opportunities 108 over budget
Resource Management 44 under budget
Strategic Policy and Regeneration 50 under budget
Street Services 319 over budget
Total all services 411 over budget

Appendix C sets out details of all forecast variances against service budgets at the year-
end totalling £411Kk.

Corporate / Technical Items

The budget includes a number of corporate and technical budget areas such as net
interest earnings, the provision to repay debt, pension costs and some non service
specific grants. The most significant issue reflected in the budget forecast is the
reduction in Government grant funding.

The 2010/11 budget includes assumptions regarding two Government grants as follows:
e Housing Planning and Delivery Grant (HPDG) - £648k
e Local Authority Business Growth Incentives (LABGI) - £77k

The Government announced in June that all funding for these grants was being removed
as part of the deficit reduction plan.
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5.7.

5.8.

5.9.

5.10.

5.11.

5.12.

5.13.

This reduction in funding has therefore resulted in a cost pressure of £725k this year.
The following points should be noted to provide some further context around this issue:-

The budget report agreed by Cabinet and Council includes the assessment that one of
the key risk areas was the actual levels of grants received from Government, specifically
Housing and Planning Delivery Grant (HPDG) and LABGI (Local Authority Business
Growth Incentive Scheme)

The actual level of HPDG received in 09/10 was £1.46m. The budget assumption of
£648k therefore represented 44% of the grant we had received.

In April 2010 the Government issued a consultation paper on the 2010/11 HPDG
allocation methodology which indicated an overall funding allocation of £146m
(compared to the £135m for 09/10). Therefore the assumption was reasonable at the
time and complete withdrawal of the funding has been totally unexpected.

In respect of LABGI the provisional allocation of £71k grant for 10/11 was announced in
March 2010 and its cancellation had not been indicated prior to the announcement.

The funding periods for both HPDG and LABGI were due to end in 2011/12 and the
Council’'s Medium Term Financial Forecast had reflected this reduction.

The Panel received a report at the last meeting detailing treasury management activities
for the last year. This report set out a review of the economic background showing that
interest rates remain at historically low levels. This continues to impact on investment
returns and whilst this was considered when the budget was set the current situation is
remains a risk. The position will be monitored during the next 3 — 6 months and
consideration will be given to any necessary revision to the outturn forecast.

The budget includes a corporate target of £315k in respect of salary savings. This
reflects reduced spend arising from in year staff turnover or temporary vacant posts. To
date £15k has been delivered against this target, however, this position is not uncommon
at this stage in the financial year. It should also be noted that some savings already
reflected in the outturn forecast are in respect of staff savings and could have been
allocated against the salary target. At this stage it is expected that the salary savings
target will be achieved.

Main Risks to current forecast
The 2010/11 Revenue Budget report that was approved by Council in February 2010
detailed potentially significant risk areas that had been identified during the budget
process. In addition, Heads of Service have identified a number of both positive and
negative risk areas. At this stage in the year the main risks to the forecast are likely to
be
e Meeting income levels in particular in respect of leisure, car parking and
crematorium.
e The combined impact of low interest rates and negative cashflow factors such as
reduced levels or delays to securing capital receipts on the net interest budget.
e The ability to deliver all savings included within the budget.

The next report to the Panel will include a full assessment of key risk areas.

Summary position and action proposed

The net forecast outturn shows a potential net overspend of £1.14m. This level of
forecast overspend is more significant than might be expected at this stage in the
financial year, with the main factor being the reduction in Government grant funding.

Senior Management Team (SMT) is currently in the process of reviewing all budgets to
identify steps that might be taken to reduce the current budget gap. This work is being
carried out alongside development of options for budget savings for 2011/12 as part of
the budget strategy. 37



5.14.

5.15.

6.

6.1

6.2

6.3

6.4

6.5

7.1

It should be noted that the Council general fund balances are currently forecast to be
£0.5m above our current assessed minimum level. This therefore provides a level of
contingency that could be used to support the current year’s budget shortfall.

SMT continues to monitor the budget position on a monthly basis. The next report to the
Panel will consider position after 6 months. This will provide a better opportunity to
assess progress against budget targets and income levels and the extent to which cost
pressures are being contained. It is expected that at this stage some steps will have
been taken to mitigate the current in year forecast.

Housing Revenue Account

The Housing Revenue Account (HRA) is a complex account which is ring-fenced and
affected by a number of variable factors. Appendix D shows that at the end of June
2010, the HRA is underspent by £229k compared to the budget for the same period. This
is primarily due to lower expenditure on Employee costs (£29k) and Premises costs
(£89K), and more income than anticipated (£49k). However, it should be noted that it is
anticipated the year to date underspend will reduce as the financial year progresses. The
current projected outturn for the HRA is that it will be under budget by £64k. The main
factors contributing to the variance to date are detailed in the following paragraphs.

The underspend on Employee costs has primarily arisen due to the timing of one-off
severance costs resulting from the Housing Fundamental Service Review.

Premises related costs are showing an underspend of £89k as at the end of June 2010.
Overall, there is an underspend of £34k on Repairs and Maintenance. Colchester
Borough Homes are regularly producing a re-profile of expenditure for the remainder of
the financial year, and as a result there are no significant variances in this area.
Therefore, the majority of this underspend relates to repairs and maintenance of
pumping stations, Homeless Persons Units and other delegated budgets.

There is a £49k over-recovery of income at the end of June 2010. This has primarily
arisen due to the combination of less rental income being lost through void dwellings and
garages, and more Service Charge income from Tenants and Leaseholders than
budgeted. It is currently predicted that there will be an over-recovery of income of £64k at
the year-end, but this will mainly be influenced by the level of void properties and
garages for the remainder of the financial year.

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

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 2010/11 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.
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8.1

9.1

10.

10.1

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 2010/110 revenue budget report that was approved by
Council in February 2010 detailed a number of potentially significant risk areas that had
been identified during the budget process. In addition, Heads of Service identify a
number of both positive and negative risk areas during the year.

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

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

Background Papers

None
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Item
@ Finance and Audit Scrutiny Panel 13

COLCHESTER

— 17 August 2010
Report of Scrutiny Officer Author Robert Judd
Tel. 282274
Title Work Programme 2010-11

Wards affected Not applicable

This report sets out the rolling 2010/11 Work Programme for the Finance and
Audit Scrutiny Panel and Accounts and Regulatory Committee

1. Action Required

1.1 The Panel is asked to consider and comment on the rolling 2010-11 work
programme.

2, Reason for Action

2.1 This function forms part of the Panel's Terms of Reference in the Constitution.

3. Outstanding items

3.1 Colchester Park and Ride / Update on Northern Approach Road.
4. Work Programme

29 June 2010

1. Audit Opinion Plan and 2010-11 Audit and Inspection Fee Letter (A&R)

2. Annual review of the Governance Framework and 2009-10 Statement (A&R)
3. Draft Annual Statement of Accounts (A&R)

4. 2009-10 Financial Monitor (FASP)
5. 2009-10 Capital Expenditure Monitor
6. 2009-10 Internal Audit Report

27 July 2010
1. Community Governance Review — Wivenhoe Town Council (A&R)
(merging of two parish wards / increase of councillors to 13 (+2)
2. Community Governance Review — Fordham (A&R)
(increase of councillors to 9 (+2)

3. Freedom of Information Update (Head of Corporate Management)
4. Annual Report on Treasury Management
5. 2009-10 Risk Management Summary

17 August 2010

1. Capital Improvement Programme (DHP update to incl. outcomes of pilot scheme)

2. 2010-11 Financial Monitor, period April to June
3. 2010-11 Capital Monitor
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28 September 2010

1. 2010-11 Internal Audit Monitor, period April to June
2. Annual Statement of Accounts — Annual Governance Report (A&R)
3. International Financial Reporting Standards

19 October 2010

1. Report Publication of Audited Statement of Accounts (A&R)
2. Risk Management period April to September
3. Annual Business Continuity Progress report

23 November 2010

1. 2010-11 Internal Audit Monitor, period April to September
2. 2010-11 Financial Monitor, period April to September

3. 2010-11 Capital Monitor

4. 2010-11 Treasury Management Monitor

25 January 2011

1. Annual Audit Letter (District Auditor)

2. 2011-12 Budget Strategy

3. Treasury Management - Investment Strategy

22 February 2011

1. Risk Management, period April to December

2. 2010-11 Financial Monitor, period April to December

3. 2010-11 Capital Monitor

29 March 2011

1. 2010-11 Internal Audit Monitor, period April to December

2. Annual Governance Statement briefing paper
3. Audit Opinion Plan
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