Finance and Audit
Scrutiny Panel

Grand Jury Room, Town Hall
23 February 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 panel scrutinises 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 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 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
23 February 2010 at 6:00pm

Members

Chairman : Councillor Dennis Willetts.

Deputy Chairman : Councillor Christopher Arnold.
Councillors Dave Harris, Gerard Oxford, Wyn Foster,
Martin Goss, Theresa Higgins, Jackie Maclean, Jon Manning,
Lesley Scott-Boutell and Nick Taylor.

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.

4. Declarations of Interest




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

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

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

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

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

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

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

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

Minutes

To confirm as a correct record the minutes of the meeting held on 26
January 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.

14.

(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.

3rd Quarter Risk Management Progress Report 6-17

See report from the Head of Resource Management.

2009-10 Finance Monitor - April to December 18 - 35

See report from the Head of Resource Management.

2009-10 Capital Monitor 36 - 54

See report from the Head of Resource Management.

Work Programme 55 .57

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
26 JANUARY 2010

Present: - Councillors Arnold, Foster, Goss, Harris, T Higgins, Maclean,
Manning, G Oxford, Scott-Boutell and Willetts
Substitutions: - Councillor Ellis for Councillor Taylor

38. Minute
The minute of the meeting held on the 17 November 2009 was confirmed as a correct record.
39. Annual Audit Letter

Mr. Paul King, District Auditor and Mr. lan Davidson, both from the Audit Commission attended
the meeting for this item. Mr. King presented the report 2008/09 Annual Audit letter.

In response to Councillor Willetts, Mr. King said the errors in accounts as notated in paragraph 2
of the Annual Audit Letter (AAL) were not material and therefore did not require any accounting
adjustment. Mr. Charles Warboys, Head of Resource Management explained that the errors
were primarily about the issue related to the method used by the Council to provide the valuation
of Council assets, and a technical issue concerning the payment of grants against assets. Mr.
Warboys confirmed that these errors had been notified to the Accounts and Regulatory
Committee in September 2009.

In response to Councillor Willetts, Mr. King confirmed that a follow up review of the Colchester
Visual Arts Facility would be undertaken during 2010/11, with the intention to report openly and
publicly without prejudicing the Council. Mr. Davidson said this work would feed into the work on
the AAL and would have a bearing on the work by the Audit Commission in relation to the Use of
Resources.

RESOLVED that the panel considered and noted the contents of the 2008/09 Annual Audit letter.
40. One Place Managing Performance

Mr. lan Davidson, supported by Mr. Paul King remained for this item. Mr. Davidson gave a
comprehensive presentation of the report One Place — Managing Performance.

Councillor Scott-Boutell arrived at the meeting during the discussion on this item.

In response to Councillor Oxford, Mr. Davidson said the title ‘One Place’ was used in an effort to
improve accessibility and understandability for local residents. People logging on to the Audit
Commission’s ‘One Place’ website would be able to access Audit Commission reports for all
public organisations across the whole country, with all appropriate links provided. Mr. Davidson
said the new website had already received 1.2 million hits so far.

In reference to Managing Our Business, Mr. King confirmed to Councillor Manning that the
1



Council had received a rating of 2 out of 4 and this rating was influenced in part by the work
associated with the Visual Arts Facility.

In response to Councillor Willetts enquiry about the impact of the Audit Commission Assessment
by the reduced Haven Gateway Funding, Mr. Davidson said the Audit Commission will look at
outcomes and how issues were addressed, based on the available resources. Mr. Davidson said
Colchester was well plugged in to what is needed.

In regards to ‘Homes for All’, and Councillor Willetts remark that at Colchester relet times are not
as low as many other authorities because at Colchester we prepare lets to a higher standard that
takes extra time to complete, Mr. Davidson said the Audit Commission does sometime refer to
indicators as a gauge, but also they do look at the rounded picture, that it was not always about
an absolute.

The Chairman thanked Mr. King and Mr. Davidson for attending the meeting, presenting their
reports and responding to Member’s questions.

The Chair also thanked Mr. King for his work and support in his capacity as the Audit
Commission’s District Auditor for the last five years, a position that under the Audit Commission
rules needed to be rotated every five years. Mr. King confirmed that the new District Auditor
would be Ms. Debbie Hanson.

RESOLVED that the panel noted the One Place Managing Performance judgement.

41. Grounds Maintenance Contract

Mr. Bob Penny, Parks and Recreation Manager, attended the meeting and introduced the report
on the Grounds Maintenance Contract.

Mr. Penny responded to questions from Councillor Goss, who had requested this review in 2009.

Mr. Penny said Grounds Maintenance Contractors always litter pick prior to grass cutting and
when carrying out shrub border maintenance, but do not do any other litter picking above those
visits. It was confirmed that the more frequently grass is cut the cheaper the cost becomes, due
to the type of machinery required, the speed of the maintenance operation and with little or no
grass cuttings clearance required.

Mr. Penny confirmed that when the Grounds Maintenance Contracts were outsourced, the then
Council staff were transferred to the contractor under the TUPE arrangements, and there remains
a large percentage of these staff still employed by the contractor(s).

Mr. Penny acknowledged the problems with new sites been transferred from developers to the
Council. It was confirmed that a meeting between officers and contractor is immediately done,
once confirmation of the transfer is acknowledged. Handing over a site by the developer to the
required standard is often a frustrating business, though in most cases the developer employs a
Clerk of Works to prepare a site for handover, as was the case with the Northern Approach Road.
Mr. Penny confirmed to Councillor Arnold that the Council now maintains the open spaces on
each side of the Northern Approach Road, though the legal handover process is still being
undertaken by Administrators due to the Developer going into Administration. Mr. Penny said
there was money received from the original developer, to provide maintenance and tree
replacement in this area.

In response to Councillor Willetts, Mr. Penny said no default or rectification notices had been
issued to the Council’s contractors. The Council’s relationship with the contractor was very good,
and where a notice or acknowledgment of an issue is raised, the contractor has always reacted
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positively and with immediate effect.

Mr. Penny confirmed that during bouts of very poor weather, as recently experienced, the
contractors visit sites such as Sheltered Housing Blocks to clear snow from access paths.
Members commended what was an excellent idea.

The discussion closed, with the Panel noting the good contractual arrangements in place.

The Chairman thanked Mr. Penny for attending the meeting and responding to questions from
Members.

RESOLVED that the panel noted the arrangements in place relating to the grounds maintenance
contract.

Councillor Arnold (in respect of being a Member of Great Horkesley Parish Council),
and Councillor T Higgins (in respect of being a Member of Essex County Council)
both declared a personal interest in the following item.

42. 2010/11 Revenue Budget and Medium Term Financial Forecast

Councillor Paul Smith, Portfolio Holder for Resources, Diversity, Culture and the Arts, Mr. Charles
Warboys, Head of Resource Management and Mr. Sean Plummer, Finance Manager attended
the meeting for this item. Councillor Smith introduced the report ‘2010/11 Revenue Budget and
Medium Term Financial Forecast’ .

Mr. Plummer confirmed to Councillor Willetts that the forecast outturn underspend for 2009/10,
£699,000, as illustrated in appendix F of the report, should show as a positive carry forward figure
(without brackets).

Councillor Smith confirmed to the panel that he believed the £1,500,000 General Fund Balance
was a prudent level of reserve.

Councillor Smith confirmed to Councillor Higgins that there are cost pressures on the Cemetery
and Crematorium services and these would be addressed as part of the review currently taking
place in the Service Area.

Councillor Harris congratulated the Cabinet on the addition of the ‘Graffiti Clean Up’ as a growth
item, earmarking £55,000 for this work. Councillor Arnold concurred with the remarks of
Councillor Harris, adding that this was probably one of the first occasions that the Strategic
Overview and Scrutiny Panel has produced unanimous support (at its November 2009 review) to
undertake this work.

Councillor Smith said he believed the income projections for 2010/11 is a robust, prudent and
realistic estimate, given the current economic downturn. Mr. Warboys said the Budget included a
number of risks and assumptions, though the level of Government grant funding was confirmed
for the new budget.

Councillor Smith and Arnold agreed that the lateness in receiving confirmation of major funding
items such as the Housing Planning Delivery Grant in December made the budgetary process
timing very difficult, though Councillor Arnold hoped all groups would in the future work together
to try to ensure proper scrutiny in a timely manner.

Ms. Wain, Executive Director confirmed to the panel that the saving on Marketing (within the
Executive Service Area), a sum of £10,500, was earmarked for working with partners on long
term planning, and was a one-off reduction for 2010/11. This saving would have no effect on the

3



other individual service areas marketing budgets.

Members of the panel raised concerns about a number of budget entries that like the
aforementioned marketing saving of £10,500, showed little or no detail about the specific tasks to
be cut or the impact and/or risks of these cuts. Councillor Arnold was supported by other
Councillors in saying that he wanted to see greater detail in many areas of the report, for
example, appendix I, showing the Schemes recommended for Removal, so the panel could
undertake a more informed judgment of the budget process. Later in the discussions, Councillor
Smith explained to Councillor Arnold the Cabinet's reasoning for the removal of the
aforementioned schemes, and confirmed to Councillor Ellis that the £30,000 saving within
Strategic Policy and Regeneration was a cut in funding to the Cycle Tour, due to no financial
commitment from Essex County Council, but this would not impact on the joint £2.1 million
funding of Colchester’s Cycle Town project.

Councillor Scott-Boutell requested further detail on the marketing saving, in terms of who are the
partners and the impact of making this saving.

Councillor Smith confirmed to Councillor Foster that the Essex Legal Services Partnership was an
Essex wide consortium that through economies of scale was able to provide legal services more
cost effectively, but should there be an issue with the quality of the service provided then this will
be addressed collectively. Mr. Plummer said the £29,000 saving was split into two areas,
£13,000 Legal Services staff reduction, and £16,000 savings in the cost of specific legal services
provided to all service areas.

Councillor Smith confirmed that the Mayoral reception saving of £1,700 would be a decision taken
by Council, though the Mayor would be consulted out of courtesy and before the Council decision
is made.

Mr. Plummer confirmed to Councillor Ellis that predicted income was based on the extrapolation
of 2009/10 data, a method used in previous years. Later in the discussions, Councillor Smith
responded to Councillors Arnold and Ellis, saying there is no certainty around the level of income
or savings built into the budget, but he believed a realistic judgment had been made. Councillor
Smith said increases in car parking fees would only occur at some and not all car parks.
Councillor Smith, in response to Councillor Ellis, also said the budget provided for a prudent level
of reserves, but should the post election Government introduce further grant cuts in 2010/11 the
Council will need to look at these reserves to balance the accounts.

Councillor Smith said the £60,000 increased income on Markets, within Street Services, was
based on the potential to improve the Colchester market, following comparative work undertaken
on other markets, for example, the Ipswich model that provided additional market days.

Councillor Smith understood Councillor Arnold’s concerns that front line services such as Waste
Collection are, in financial terms, under pressure to deliver their services on a static budget at a
time when the pressure of ever increasing demands is a reality. Councillor Smith said the reality
was these pressures are happening to most organisations, private and public. Aside from the
budget issues, both Councillor Smith and Arnold congratulated Waste Services staff on their
continued excellent service through the recent snow and icy conditions.

Mr. Plummer confirmed to Councillor Harris that the pension cost pressure figure of £250,000 had
been difficult to predict, but was an indicative figure based on information supplied by Essex
County Council. A review was currently been undertaken at County, and the results will not be
known until October.

In response to Councillor Willetts, Councillor Smith said one-off cost pressures are not spread
across future years, that by budgeting on a year on year basis it helped to reduce the deficit in
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future years.

Councillor Smith confirmed to Councillor Oxford that the Disabled Facilities Grant would be
immediately available to meet demand. Councillor Oxford said he was pleased that the budget
had earmarked funding for the installation of new DDA Hearing Loop in the Town Hall. Councillor
Smith said details of this project, once determined, would be informed to members.

RESOLVED that the panel noted the Cabinet report on the 2010/11 Revenue Budget that forms
the decision to be taken by the Cabinet on the 27 January 2010.

43. Treasury Management Strategy Statement

Mr. Steve Heath, Finance Manager attended the meeting and introduced the report on the
2010/11 Treasury Management Strategy Statement.

Mr. Heath confirmed to Councillor Foster that the Council’s Investment Policy, as shown in
Appendix B of the report, illustrated the Council’s low appetite for risk.

In reference to external versus internal borrowing, Mr. Heath, in response to Councillor Willetts
said the Council’s cash flow is monitored on a daily basis and projected forward to a year in
advance, which ensures through forward planning, a sufficient cash flow. The Council currently
has a difference of £18.5m between gross and net debt, a figure that was £30m prior to the
current strategy, and lowered due to the purchase of Rowan House. Being encouraged to reduce
our debt will reduce the Council's exposure to risk and provide a more joined-up approach to
borrowing.

In response to Councillor Ellis, Mr. Heath said that in regards to reimbursement from the Icelandic
banks, original advice from CIPFA was that it was predicted that 95% of the amount owed would
be repaid, a figure reduced to 83% shortly after. More recently, this figure has been realistically
increased to 88%. That said, Mr. Heath also said that whilst the first repayments were forecasted
to be paid in 2010, the first tranche of money is now not expected until 2011.

RESOLVED that the panel commented on and noted the 2010/11 Treasury Management

Strategy, Minimum Revenue Provision Policy and Annual Investment Strategy prior to
consideration by Cabinet and Council as part of the 2010/11 Budget Report.

44. Work Programme 2009/10

Mr. Robert Judd, Scrutiny officer confirmed that the progress review of the Free Freighter Service
would be undertaken at the meeting on 23 March 2010.

Mr. Judd also confirmed that he would provide the Panel's Group Spokespersons with a draft of
the progress report on the Capital Improvement Programme prior to publication.

RESOLVED that the panel noted the work programme 2009-10.



Item

@ Finance & Audit Scrutiny Panel 10
23 February 2010
COLCHESTER
f—
Report of Head of Resource Management Author  Hayley McGrath
508902
Title 39 Quarter Risk Management Progress Report
Wards Not applicable
affected
This report concerns Risk Management activity between
October and December 2009
1. Actions Required
1.1  To note and comment upon:
» The latest risk management issues;
» The performance relating to implementing the 2009/10 risk management action plan;
» The Strategic risk register
2. Reason for Scrutiny
2.1 The Risk Management Strategy, which forms part of the policy framework, identifies the
Finance and Audit Scrutiny panel as being responsible for reviewing the effectiveness of
the risk management process and reporting critical items to cabinet as necessary.
2.2 Quarterly progress reports, detailing work undertaken and current issues, are provided to
assist with this responsibility.
3. Key Messages
»  There have been no changes to the strategic risks since the last report.
»  The strategic risk register has been revised to demonstrate pre and post mitigation
risk scores.
»  Detalils of high level operational risks will be included in future reports.
4. Supporting Information
4.1 The aim of the Council is to adopt best practices in the identification, evaluation, cost-
effective control and monitoring of risks across all processes to ensure that risks are
properly considered and reduced as far as practicable.
4.2  In broad terms risks are split into three categories:
> Strategic — those risks relating to the long term goals of the Council
> Operational — risks related to the day-to-day operation of each individual service
> Project — consideration of the risks occurring as a result of the Council’s
involvement in specific initiatives
4.3  Strategic risks are essentially those that threaten the long term goals of the Council and

therefore are mainly based around meeting the objectives of the Strategic Plan. They
may also represent developing issues that have the potential to fundamentally effect
service provision, such as proposals to change assessment processes. Strategic risks
are owned by members of the Senior Management Team.

6




4.4

4.5

4.6

4.7

5.1

5.2

5.3

Operational risks are those that threaten the routine service delivery of the Council. Each
service area has their own operational risk register that details the risks associated with
providing the service. High risks and the success in controlling them are reported to
Senior Management Team on a quarterly basis, as these assist in the formulation of the
strategic risk register.

Project risks are those that relate solely to the successful delivery of that specific project.
They tend to be quantifiable issues, such as resource or time related, and constantly
change and develop over the course of the project as each stage is completed. The lead
on the project is responsible for ensuring that there is an appropriate risk register and
high level issues are reported to the senior management team.

Identified risks, in all three categories, are judged against levels of probability and impact
to give them an overall score. This allows the risks to be shown as ‘high, medium or low’
which enables a prioritised action plan to be set for managing risks. There are insufficient
resources to be able to reduce all risks - and in some cases it would not be cost effective.
Therefore resources are more effectively targeted at the high, and in some cases
medium, risks. Categorising an issue as ‘high risk’ indicates that it would have a
fundamental effect on the Council, if it occurred, and therefore plans need to be put in
place to either stop it happening or reducing the effect if it does. High risk does not mean
that it has, or will definitely, occur.

In many cases the causes of risks are outside of the Council’'s control, such as general
economic issues. The Council cannot stop these risks from occurring (the probability
score) but can put plans in place to mitigate against their effect if they occur (the impact
score). Likewise there are occasions that risks can be reduced with preventative actions
but there is not much that can be done to mitigate their effect if they do occur, such as a
failure to protect public resources. Therefore some risks will tend to maintain the same
score, regardless of the controls that the Council puts in place.

Latest Risk Management Issues
There are two items, in addition to the action plan issues, to report this quarter:

Work has been carried out with the officers of the Joint Museum Partnership to create a
specific risk register for the service and to develop their risk management processes.
This is separate to the Council’s risk registers and is owned by the joint committee.

The project risk management process had not been fundamentally reviewed since it was
implemented in 2003. This had resulted in the process becoming cumbersome with both
risk management and project management issues being included on the registers.
Therefore a review of the process has been carried out in conjunction with the
renaissance project staff. The project managers have helped to shape a more
streamlined process that concentrates on true risk issues - as opposed to normal project
deliverables. It has been recommended that each project will have an individual register
that is created at the business case stage and is updated continuously during the life of
the project, and shared with partners. These project registers will be used to create a
strategic register, of high level issues, that is reported up to the Renaissance Project
Board, where partners are represented at senior level. The project managers are
currently reviewing the registers and further details will be provided to yourselves in due
course.



6. Action plan Implementation

6.1 The action plan for 2009/10 consists of four items, these are summarised below:

Action Status Comments
Complete the revised operational In hand The registers have been
risk registers reviewed and final versions are

being agreed by the group
management teams.

Development of a Members risk In hand A draft register has been drawn
register. up and it being reviewed in line
with recommendations from the
Association of Local Authority
Risk Managers.

Setting of performance indicators In hand The results of the work
undertaken by the Essex Risk
Managers group is due to be
released in early March. This will
include suggested performance
indicators so that the group can
carry out an annual
benchmarking exercise.

Review of guidance available for Complete The documents have been

staff and members reviewed and revised where
appropriate. Work is no being
undertaken as part of a wider

Corporate Governance review to

ensure that they are all available
on the Hub and the external

website.

7. Strategic Risk Register

The register was reviewed by the Performance Management Board (PMB) on 18
January. The agreed strategic register for quarter 4 is attached at appendix 1 with the
score chart attached at appendix 2.

The format of the register has been revised to include ‘previous’ scores for each risk, in
effect the ‘pre’ and ‘post’ mitigation scores. Whilst there were no amendments to the
score following on from the PMB review in January, this will show how the risks have
changed over time.

Now that the operational risk registers have been revised it was also agreed by the PMB
to include an appendix to the strategic register that shows the high level risks from each
service. An example of this has been included with this quarters register for information.

8. Proposals

8.1 To note and comment upon the Councils progress and performance in managing risk
during the period from October to December 2009.



9.1

10.

10.1

11.

111

Strategic Plan Implications

The strategic risk register reflects the objectives of the strategic plan and the actions
have been set with due regard to the identified key strategic risks. Therefore the risk
process supports the achievement of the strategic objectives.

Risk Management Implications

The failure to adequately identify and manage risks may have an effect on the ability of
the Council to achieve its objectives and operate effectively.

Other Standard References

There are no direct Publicity, Financial, Consultation, Human Rights, Equality and
Diversity, Community Safety or Health and Safety implications as a result of this report.
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Appendix 2
RISK MATRIX QUARTER 4 2009/10 - JANUARY 10
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@ Finance and Audit Scrutiny Panel 11

COLCHESTER
— 23 February 2010
Report of Head of Resource Managment Author  Sean Plummer
282347
Title Financial Monitoring Report — April to December 2009
Wards Not applicable
affected

11

2.1

2.2

3.1

3.2

4.1

The Panel is invited to review the financial performance of all
General Fund services and the Housing Revenue Account for the
first nine months of 2009/10

Action required

The panel is asked to note the financial performance of General Fund Services and the
Housing Revenue Account (HRA) in the first nine months of 2009/10.

Reason for scrutiny

Monitoring of financial performance is important to ensure that:

e Service expenditure remains within cash-limited budgets.

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

e Performance targets are being met.

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

Background and Summary Position

This report reviews the Council’'s overall position based on profiled income and
expenditure for the nine months to 31 December 2009, 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 underspend of £620k. The
Housing Revenue Account position is a forecast net underspend by £470k.

General Fund — Position to 31 December 2009

Service Budgets

Appendix A summarises the Council-wide position by expenditure group and by Service
Group. The net position shows a variance against profiled budget for General Fund
Services (excluding benefits) of £1,015k (favourable). This comprises total expenditure
being £1,141k lower than expected and less income than expected totalling £126k.
Appendix B provides a more detailed view, breaking this information down by individual
Service Groups.
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4.2.

4.3.

4.4.

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

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

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

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

A number of factors have led to the position against profiled budgets. The Panel should
note that variances against the profile budget do not necessarily mean that this will be
the position for the year (this is covered in Section 5 of the report). Given that we are
close to the year end the focus of this report is now on the year end outturn forecast.

Benefits payments are not shown in Appendix A to avoid distorting the reported position
for Service Groups. However, in response to this issue being raised by the Panel at the
meeting in August, the following shows payments made in the first 9 months compared
to the original budget and the actual level of subsidy received. It is currently projected
that this area will be on budget at year end, when the final subsidy claim is paid.

45,000,000

40,000,000 4 - - - - - - mBudget | o -
35,000,000 - ----- O Payments ””””””””””””””” — -

80,000,000 - ----- OSubsidy Recd|” "7~ W o o
25,000,000 4 - - - - - - - - - = - - -

20,000,000 -
15,000,000 | -~~~ - m e - - - - -
10,000,000 1

S'OOO’OOZWWH_H . . . - i,

Benefits 2009/10

1 2 3 4 5 6 7 8 9
2009/10 Periods

4.5.

4.6.

Corporate savings targets totalling £678k were built into the 2009/10 budget. The targets
and position to date are shown below and indicates that continued progress has been
made. The forecast outturn against these targets is considered at paragraph 5.8 and
shows:-

Target Identified

for year to

date

£000 £'000
Salary Budgets 515 251
Procurement Savings 93 93
Income Generation 70 10
Total 678 354

At the meeting of this Panel in August it was requested that consideration be given to
introducing commentary within the future reporting of corporate savings, to show the
impact of work on the organisation of salary savings. First, it is helpful to note that salary
savings arise primarily due to savings made through staff turnover. This may include any
gap between a member of staff leaving and a new one starting and also any change in
the salary cost. The following table shows the service areas where salary savings have
been made compared to the total employee budget. This helps to illustrate the savings
as a proportion of the total employee budget.
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Budget Salary
for Year Saving
£000 £000
Corporate Management 2,626 23
Customer Service Centre 1,089 23
Environmental & Protective
Services 5,408 76
Life Opportunities 5,639 59
Resource Management 3,444 25
Strategic Policy and
Regeneration 1,789 12
Street Services 7,002 34
26,997 251
5. Outturn Forecast / Risk Areas

5.1 The updated forecast outturn for 2009/10 is a net underspend of £620k as summarised
in the following table:-

£'000
Service budgets (289) | See paras. 5.2 — 5.3 and Appendix C
Technical Items /| (281) | See paras. 5.4 - 5.8

Mitigating action
Potential net underspend | (570)
Adjustment for Museums (50) | The joint museum service agreement
c/t provides for any overspend above
£100k to be adjusted within the
following year’s budget.

Overall net underpend (620)

Service Budgets
5.2  The following table sets out the forecast outturn for all service areas. This shows a net
forecast underspend of £289k

Service Forecast outturn
£'000

Customer Service Centre On budget
Executive Management Team 12 under budget
Resource Management 21 under budget
Strategic Policy and Regeneration 21 under budget
Corporate Management 132 under budget
Environmental and Protective Services 132 under budget
Life Opportunities 45 over budget
Street Services 78 over budget
Energy Savings across services 94 under budget
Total all services 289 under budget

5.3 Appendix C sets out details of all forecast variances against service budgets at the year-
end totalling £289k.

Corporate / Technical Items
5.4. 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



5.5.

5.6.

5.7.

5.8.

5.9.

5.10.

5.11.

5.12.

6.1

specific grants. The main risk area where a shortfall of cE700k is currently forecast is our
net interest earnings.

The position in respect of the Council’'s net investment earnings was reported to the
Panel at the budget review in August and November. The shortfall is forecast due to the
historic low investment rates currently available. Steps continue to be taken to try to
minimise the impact of the reduced investment income such as through deferral of new
borrowing in favour of disinvestment, however, the shortfall has been due to factors
outside our direct control.

The 09/10 budget included assumptions regarding two Government grants as follows:
e Housing Planning and Delivery Grant (HPDG)
e Local Authority Business Growth Incentives (LABGI)

As previously reported the LABGI grant for this year will be achieved The provisional
HPDG was announced in early December, 4 months later than anticipated. The grant
was significantly more than budgeted at £1.46m compared to the budget of £250k.
Some funding from the increased HPDG has been agreed in year resulting in net
additional income of £1.121m.

As shown at paragraph 4.5 progress has been made towards achieving the corporate
targets in the budget. At the last review in November a total of 35% of the target had
been identified and now 52% has been achieved. However, it is evident that the total
target will not be achieved. In respect of salary savings this is mainly due to low levels of
staff turnover. Therefore a shortfall of £200k is reflected in the forecast outturn and a
shortfall of £60k in respect of the income target.

Finally, there is a £120k saving from funds set aside from the regeneration reserve and a
car parking review which has been agreed can be reduced to mitigate cost pressures in
this year.

Main Risks to current forecast

The 2009/10 Revenue Budget report that was approved by Council in February 2009
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. The current position for the key areas is detailed in Appendix D and
these areas will continue to be monitored monthly by Senior Management Team (SMT).
The main risks will be concerning the level of income in a number of areas where cost
pressures remain and forecasting contains a number of assumptions.

Summary position

The net forecast outturn shows a potential net underspend of £620k. The 2010/11
budget was set on the basis of an underspend of £699k. This has been proposed to use
to support next year’s budget. Should the outturn fall below this level then it will result in
balances being less than the recommended level and action to reinstate them would
need to be planned for.

SMT continues to monitor the budget position on a monthly basis and in view of the
budget forecast continues to take action to minimise the risk of a budget deficit this year
through critical review of any vacant posts, providing support to budget managers in
controlling budgets and in general through active budget management and focusing on
costs and income. The Panel will receive a report on the 2009/10 outturn in June 2010.

Housing Revenue Account

The Housing Revenue Account (HRA) is a complex account which is ring-fenced and
affected by a number of variable factors2Appendix E shows that at the end of December



6.2

6.3

6.4

6.5

6.6

7.1

2009, the HRA is underspent by £472k compared to the budget for the same period. This
is primarily due to lower expenditure on Employee costs (E129K), Premises costs
(E182K), Supplies & Services costs (£102k) and Support Services costs (£42k). The
current projected outturn for the HRA is that it will be under budget by £470k. 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 effect of vacant
posts, but also reflects the lower than budgeted pay award for 2009/10. The current year-
end outturn prediction is that there will be an underspend on Employee costs of £150k.

Premises related costs are showing an underspend of £182k as at the end of December
2009. Overall, there is an underspend of £61k 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 an
underspend of £72k on Grounds Maintenance budgets relating to the timing of
expenditure at the end of December. There is an underspend of £76k on Utility and
Water costs. A forecast outturn underspend of £377k is predicted for the year on
Premises costs. £250k of this reflects the anticipated level of funds which will not need to
be released to CBH in the final Quarter of the financial year, given the services being
provided in the current Deed of Variation. It is currently assumed that this resource will
be subject to a request for carry forward into 2010/11 to deliver Repairs and
Maintenance works as opposed to it being used to increase the HRA balance, however
the final decision on this will be made as part of the 2009/10 closure of accounts
process. The balance of £127k reflects the anticipated underspend arising from lower
utility costs than assumed within the budget and savings made from the re-tender of the
cleaning contract.

There is a general underspend across most Supplies and Services budget headings at
the end of December. Support service costs are underspent by £42k at the end of
December. The HRA receives recharges from a number of services and given the level
of expenditure currently experienced within these areas as at December 2009, there is a
resultant impact upon the HRA for recharges from these services. There is a forecast
outturn underspend of £40k which reflects the anticipated impact the lower than
budgeted pay award for 2009/10 has on recharges to the HRA.

There is a £25k under-recovery of income at the end of December 2009. This has
primarily arisen due to the combination of less Service Charge income from Tenants and
Leaseholders and less income from Court Fees than budgeted. It is currently predicted
that there will be an under-recovery of income of £97k 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 2009/10 revenue budget #&s prepared in accordance with the Strategic



8.1

9.1

10.

10.1

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 2009/10 revenue budget report that was approved by Council
in February 2009 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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