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The Finance and Audit Scrutiny Panel deals withThe Finance and Audit Scrutiny Panel deals withThe 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 
17 November 2009 at 6:00pm 

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

  

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

Members    
Chairman :  Councillor Dennis Willetts. 
Deputy Chairman :  Councillor Christopher Arnold. 
    Councillors Dave Harris, Gerard Oxford, Wyn Foster, 

Martin Goss, Theresa Higgins, Jackie Maclean, Jon Manning, 
Lesley ScottBoutell and Nick Taylor. 

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

Pages 
 
1. Welcome and Announcements   

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

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

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

 
2. Substitutions   

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

 
3. Urgent Items   

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

 
4. Declarations of Interest   



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

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

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

l another public body 

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

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

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

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

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

 
5. Minutes   

To confirm as a correct record the minutes of the meeting held on 20 
October 2009.
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6. Have Your Say!   

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

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

 
7. Items requested by members of the Panel and other 

Members   



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

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

 
8. Referred items under the Call in Procedure   

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

 
9. Decisions taken under special urgency provisions   

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

 
10. Colchester Credit Union Funding   

See report from the Scrutiny Officer.

Mr. Paul Probert, Head of Economic Policy, Essex County Council, 
has accepted an invitation to attend the meeting.
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11. Interim Annual Governance Statement Action Plan   

See report from the Head of Resource Management.

7  11

 
12. 2nd Quarter Internal Audit Assurance Monitor   

See report from the Head of Resource Management.

12  48

 
13. 200910 Financial Monitor, period April to September    

See report from the Head of Resource Management.

49  65

 
14. 200910 Capital Monitor    

See report from the Head of Resource Management.

66  83

 
15. 200910 Treasury Management Monitor    

See report from the Head of Resource Management.

84  91

 



16. Work Programme   

See report from the Scrutiny Officer.

92  94

 
17. Exclusion of the public   

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





 
 

FINANCE AND AUDIT SCRUTINY PANEL 
20 OCTOBER 2009 

 
 
 
 Present:-  Councillors Goss, Harris, T Higgins, Taylor and Willetts 
 Substitutions:- Councillor P Oxford for Councillor G Oxford 
    Councillor Barlow for Councillor Manning 
    Councillor Chapman for Councillor Arnold 
    Councillor Davies for Councillor Foster 
    Councillor Kimberley for Councillor Maclean 
 Apologies:-  Councillor Scott-Boutell 
 
  
25. Minute 
 
The minute of the meeting held on the 22 September 2009 was confirmed as a correct record. 
 
 
Councillors Chapman, Kimberley and Harris (in respect of being members of the 
Colchester Borough Homes Board) all declared a personal interest in the 
following item. 
 
26. Items requested by members of the panel 
 
The panel considered a request from Councillor Gerard Oxford, who asked for regular two 
monthly reporting to the panel on the Decent Homes Contract, once the contract has                
been awarded and work on the programme has commenced.  
 
Mr. Robert Judd, Scrutiny Officer, advised by officers, informed the panel that both the 
operational and financial performance of this contract would be reported by the Council to 
Colchester Borough Homes on a monthly basis, and this information could likewise be reported 
to the Finance and Audit Scrutiny Panel on either a one, two or three monthly basis. 
 
The Chairman felt it would be prudent to review the detail of the Cabinet decision to be taken 
the following evening, the Capital Improvement Programme (Decent Homes), at a future 
meeting, but to allow time to be involved in the formal monthly reporting of the contract 
arrangements, both operational and financial. 
  
RESOLVED that the panel agreed to review the detail of the Cabinet decision to be taken on 
the 21 October 2009, the Capital Improvement Programme (Decent Homes).  
 
27. Risk Management Progress Report – period April to September 2009  
 
Ms. Hayley McGrath, Risk and Resilience Manager, attended the meeting and presented the 
Risk Management Progress Report – period April to September 2009. 
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Ms. McGrath informed the panel that the Council has now reduced the level of highest risk 
down to ‘medium level’ from ‘high level’, though the report does now include an additional ‘high’ 
risk, that of cuts in public spending. 
 
Councillor Harris commended officers on an excellent report, which has progressed 
significantly in recent years.  Councillor Harris asked that future reports gave a glossary of 
terms given the high number of abbreviations within the report. 
 
In response to Councillors Willetts and Taylor, Ms. McGrath explained to the panel the 
reasoning behind the probability and impact scores for those risks that had an overall score of 
twelve or above, and why it may appear that the assessment of some risks is disproportionate 
to others. 
 
Councillor Kimberley said she was reassured by the report, which is purposeful and easy to 
follow. 
 
Ms. McGrath confirmed to Councillor Chapman that risk 5a, failure or inappropriate 
performance management of one or more strategic partnerships or key contracts, was not 
specific, and applied to both partnerships and contracts, for example, Decent Homes and 
Visual Arts Facility.  
 
RESOLVED that the panel noted and commented upon the latest risk management issues, the 
performance relating to implementing the 2009-10 risk management action plan and the 
Strategic Risk Register. 
 
Councillor T Higgins (in respect of being a member of Essex County Council) 
declared a personal interest in the following item. 
 
28. Annual Review of Business Continuity 
 
Ms. Hayley McGrath, Risk and Resilience Manager, attended the meeting and presented the 
Annual Review of Business Continuity report. 
 
Ms. McGrath confirmed to Councillor Willetts the Council’s arrangements for keeping key 
services operational during breaks in power or IT access. 
 
Ms. McGrath agreed to provide to Councillor Goss more detail on the Council’s arrangements 
for storing data at remote data centres. 
 
Councillor Harris commented that the report was a good body of work, explaining clearly the 
Council’s Business Continuity Plan.  Councillor Harris welcomed further regular reviews. 
   
Ms. McGrath confirmed to Councillor Taylor that the Council’s new flexible working 
arrangements will enhance business continuity, where problems contained within Rowan 
House will not always have the same impact on staff working remotely. 
 
In response to Councillor Taylor, Ms. McGrath confirmed that in respect of the Council having 
to provide advice and guidance relating to business continuity to local businesses and 
voluntary organisations, this was done through partnership participation by Essex Councils to 
the joint Essex publication and website, and involved all economic development service areas. 
 
Ms. McGrath confirmed to Councillor Barlow that she would raise with First Call Officers 
(Senior Management Team) scope to include member’s participation in Emergency Planning 
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exercises, for members to get a more informed idea of procedures. 
 
Ms. McGrath confirmed to Councillor Goss, that Colchester was, with all other Essex public 
authorities and organisations, a member of the Essex Resilience Forum, a forum that 
considered major issues such as a blanket cut in power supply or earthquakes, and how we 
respond. 
 
Ms. Wain, Executive Director, explained to the panel that as part of the current accommodation 
review, officers had considered the impact of flooding to Rowan House, a building that was 
located in an area vulnerable to a very low probability of flooding.  It is considered that flooding 
would primarily effect the basement of the building, and therefore the impact on business 
continuity would not increase.  
 
RESOLVED that the panel considered and commented on business continuity work undertaken 
during October and September 2009, the proposed business continuity strategy and the 
intended work plan for the remainder of 2009-10. 
 
29. Work Programme  
 
The panel were informed that following a further reply from Lord Hanningfield, Mr. Paul Probert, 
Head of Economic Policy, Essex County Council, will be attending the panel’s next meeting in 
November to discuss Credit Union funding. 
 
RESOLVED that the panel; 
 
i) Noted the work programme 2009-10. 
 
ii) Agreed to review the detail of the Cabinet decision to be taken on the 21 October 2009, 

the Capital Improvement Programme (Decent Homes) at the meeting on the 23 
February 2010, and at this time, to consider and agree any future reporting. 
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Finance and Audit Scrutiny Panel 
 

Item 

 10
 17 November 2009 
  
Report of Scrutiny Officer Author Robert Judd 

Tel.  282274 
Title Credit Union Funding 
Wards affected Not applicable 

 
This report gives a brief update on the progress of Credit 

Union Funding  
 

1. Action Required 
 
1.1 The Panel is asked to consider and comment on Credit Union Funding. 
 
2. Reason for Action 
 
2.1 This scrutiny comes as a result of Mr. Cording’s initial request to the panel at the 

meeting on 28 July 2009, when he spoke about his concerns for the future of the 
Colchester Credit Union. 

 
3. Update on Credit Union Funding 
 
3.1 At the meeting on the 22 September 2009, the panel discussed Credit Union 

Funding, following the initial response from Lord Hanningfield.  Mr. Richard Cording 
from the Colchester Credit Union attended the panel meeting and responded to 
questions from panel members.  Mr. Cording also agreed to respond to questions 
asked by a member of public under Have Your Say. 

 
3.2 The panel resolved to note the initial response from Lord Hanningfield and 

requested that the Portfolio Holder and officers from Essex County Council should 
be invited to attend a future meeting so as to allow an informed debate on local 
Credit Union funding.   

 
3.3 Following the September meeting, Lord Hanningfield responded to the invitation, see 

letter in appendix 1, and Mr. Probert, Head of Economic Policy at Essex County 
Council agreed to attend the meeting on 17 November 2009.  See a copy of Mr. 
Cording’s responses to questions from the September’s meeting in appendix 2.   

 
4. Standard References  
 
4.1 There are no policy plan references or financial implications in this matter.  There 

are no equality, diversity or human rights issues in this matter and therefore no 
Equality Impact Assessment has been completed.  There is no health and safety, 
community safety or risk management implications in this matter.     

 
4.2 The work of the Finance and Audit Scrutiny Panel is a key function to ensure probity 

in financial, audit and risk management, and is in line with the aims of the strategic 
plan. 
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Response to Mr Hamilton’s ‘Have Your Say’ Questions 
 
I have tried to deal with the questions in sequence.  There may be some overlap 
 
I am not sure whether the reference to credit unions being small and independent 
is a criticism or not. In view of the recent turmoil in the financial world a return to 
principles of an earlier era maybe no bad thing. 
 
There may be grounds for merger in cases where 2 or more credit unions have 
overlapping common bonds. But I believe that big is not always beautiful and 
some events within the movement during the past year, involving a few large 
unions support this view. 
 
Our annual return to ABCUL and the FSA later this month will show 401 adult 
members. This is an increase of slightly more than 9% over last year. We also 
have 812 Young Savers. ABCUL does not record juvenile statistics. 
 
Publicity requires both human and financial resources. Mr Hamilton is welcome 
to join us in a promotional role.  
 
Regarding Essex Savers claim to be ‘county wide’, it should be remembered that 
a common bond is not a franchise. The FSA will generally approve applications 
that are not totally unreasonable. It does not usually investigate whether the area 
can be serviced by the applicant. As I said in my presentation, recent events 
prompted Holdfast CU which covers Braintree and Witham to extend into 
Chelmsford. Two years ago Colchester CU was requested by local organisations 
to extend into Tendring. 
 
1. Lord Hanningfield has said he wants to support all Essex credit unions. 
2. An informal association of local credit unions has been formed to find out what 
is on offer; so far without concrete results. Colchester CU has been offered some 
help to build a website. We have been told that there is no financial help 
available. It has all been given to Essex Savers. 
3 & 4. These questions should be directed to Essex Savers. 
5. As an active member of the C of E, I have asked this question several times 
without response. I am currently in touch with the Diocesan newspaper 
requesting the same editorial support they give to Essex Savers. 
 
Colchester CU does not gather information about ethnicity or religion. However I 
can say that in our office we have staff of Chinese and Caribbean origin. 
Speaking to members I have been told that a prime reason for saving is to fund 
visits to their extended families in Asia and the Caribbean. 
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Finance & Audit Scrutiny Panel 

Item 

11
 17 November 2009   
  
Report of Head of Resource Management  Author Hayley McGrath 

508902 
Title Interim Annual Governance Statement Action Plan.  

Wards 
affected 

Not applicable 

 
This report reviews the implementation of the Annual 

Governance Statement Action Plan for 2009/10. 
 
1. Actions Required 
1.1 Consider and note the work undertaken to implement the current Annual Governance 

Statement action plan.  
 

2. Reason for Scrutiny 
 
2.1 Regulation 4(2) of the Accounts and Audit Regulations 2003, as amended by the 

Accounts an Audit (Amendment) (England) Regulations 2006, requires the council to 
conduct an annual review of the effectiveness of its governance and internal control 
arrangements, and publish an Annual Governance Statement (AGS) each year with its 
financial statements. The regulations require the statement to be accompanied by an 
action plan for improving any issues identified. 

 
2.2 The Annual Governance Statement for the 2008/09 financial year was reported to the 

Accounts and Regulatory Committee in June 2009. This included an action plan for 
issues to be resolved during the current financial year. 

 
2.3 The Audit Commission are keen to ensure that the annual governance review is not 

considered to be an annual year end exercise. Therefore it is essential to ensure that 
governance issues are considered during the year and it was agreed by the Accounts & 
Regulatory Committee that an interim report regarding progress against the action plan 
would be provided to this panel during the year. 

 
3. Key Messages 
 

 There has been progress against all of the issues identified in the action plan. 
 The audit of the final accounts for 2008/09 did not raise any concerns with the 

Annual Governance Statement or the action plan. Accordingly the statement was 
included in the final Statement of Accounts that was issued in September 2009. 

  
4. Supporting Information 
 
4.1 The issues that were included on the action plan have been discussed with the relevant 

lead officers, and the action plan has been updated with the progress made. The action 
plan is included at appendix 1.  
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5. Proposals 
 
5.1 To note and comment upon the Councils progress in implementing the current Annual 

Governance Statement action plan.  
 
6. Strategic Plan Implications  
 
6.1 The achievement of the strategic plan requires a sound system of governance to ensure 

the effective delivery of services. Therefore improving on existing governance 
arrangements will help to ensure that the strategic plan objectives can be achieved. 

 
7. Risk Management Implications 
 
7.1 Risk Management is a fundamental part of the Governance process and a failure to 

implement the action plan may have an effect on the ability of the Council to control its 
risks.  

 
8. Other Standard References 
 
8.1 There are no direct Publicity, Financial, Consultation, Human Rights, Community Safety 

or Health and Safety implications as a result of this report. 
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Item 

12
 17 November 2009   
  
Report of Head of Resource Management  Author Elfreda Walker 

282461 
Title 2nd Quarter Internal Audit Assurance Report 2009/10 

Wards 
affected 

Not applicable 

 
This report concerns Internal Audit Activity between  

July and September 2009  
 
1. Actions Required 
 
1.1 To note and comment upon the Council’s performance relating to: 
 

• Executing the 2nd quarter of the Internal Audit plan for 2009/10; 
• Performance of internal audit by reference to national best practice benchmarks. 

 
2. Reason for Scrutiny 
 
2.1 The Accounts and Audit Regulations 2003 require local authorities to maintain an 

adequate and effective system of internal audit.   
 
2.2 Internal audit is a key element of the Council’s corporate governance framework. Robust 

implementation of audit recommendations gives assurance to members and 
management that services are operating effectively, efficiently and economically and in 
accordance with legislative requirements and professional standards. 

 
3. Key Messages 

• Audit coverage is slightly lower than target, however in line with the profiled plan 
which is weighted towards quarters 3 and 4 when the key financial audits are due to 
be undertaken 

• The VAT audit has received a full assurance rating 
• The assurance rating for the Vehicle Workshop has increased from ‘No Assurance’ to 

‘Limited’. 
• Five Priority 1, 66 Priority 2 and six Priority 3 recommendations have been made.  

The priority 1 recommendations were in respect of the Street Services – 
Management Arrangements, Back-Up Procedures and IDOX Document Imaging 
(three) audits.   

• One priority 2 recommendation in respect of the Vehicle Workshop audit and two 
priority 2 recommendations in respect of IT Security have not been accepted by 
management.  All other recommendations have been accepted. 

 
4. Supporting Information 
  
4.1 This report has been designed to show: 

• Detailed information concerning audits finalised in the quarter 
• Details of the effectiveness of the Internal Audit provider to deliver the service 
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4.2 Using a risk-based approach, Internal Audit generates reports for all audits, with 

recommendations to improve the effectiveness of the internal control framework and 
maximise potential for service improvement across the Council.  The audit plan consists 
of a mix of regularity, systems and probity audits. Only systems audits generate an 
assurance level, these are categorised as follows: 
• Full Assurance – a sound system of control 
• Substantial Assurance – basically a sound system with some weaknesses 
• Limited Assurance – weaknesses that may put the system objectives at risk 
• No Assurance – control is generally weak leaving the system open to error or abuse 

 
4.3 Internal Audit categorise recommendations according to their level of priority as follows: 

• Priority 1 – Major issues for the attention of senior management 
• Priority 2 – Other recommendations for local management action 
• Priority 3 – Minor matters 

 
4.4 Internal audit categorise the tracking of recommendations as follows: 

• Fully implemented 
• Partially implemented 
• Not implemented 

 
5. Performance Qtr 2 2009/10 

 
5.1 Use of Audit Resources: 

 
 Days % 
Audit days delivered – Q2 144 28 
Audit days delivered – Q1 115 23 
Remaining Days – per agreed Audit Plan 246 49 
 505 100 

  
5.2 Summary of Audits finalised during the quarter: 

 
 Total No. of 

Reports 
Level of Assurance  
– Systems Audits* 

Change in 
Assurance Level – 
compared to last 

audit 
 

Other Systems Full Substantial Limited No 
▲ ► 

(or 1st 
Audit) 

▼ 

Audits finalised – Q2 
b/f from 2008/09 

2009/10 

 
- 
3 

 
7 
6 

 
1 
- 

 
3 
3 

 
3 
3 

 
- 
- 

 
1 
1 

 
6 
5 

 
- 
- 

Work in progress – Q2 
b/f from 2008/09 

2009/10  

 
- 
1 

 
2 
7 

       

 
*Only systems audits are given an assurance level. 

 
Please see Appendix 1 for a summary of results and outcomes of the 16 audits finalised in 
Quarter 2.  

 
5.3 Status of all recommendations as at 30th September 2009: 
 
 Following the completion of each audit, a report is issued to management, incorporating 

recommendations for improvement in controls and management’s response to those 
recommendations.  During the year, recommendations are followed up to ensure they 
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are implemented in accordance with the agreed timescales.  Audits that are undertaken 
annually (Managed Audits) are followed up at the time of the next audit, unless the 
recommendation raised is rated as a Priority 1.  
 
Please see separate report for details of outstanding recommendations (Appendix 2).  
Progress in implementing these recommendations will continue to be closely monitored 
and progress will be reported to the panel each quarter. 

 
5.4 Performance of Internal Audit 2009/10 to date – Key Performance Indicators (KPIs): 

 
KPI Target Actual 

Efficiency:   
Percentage of annual plan completed (to at least draft report 
stage) 

50% 48% 

Average days between exit meeting and issue of draft report 10 max 8 
Average days between receipt of management response and 
issue final report 

10 max 1 

Quality:   
Meets CIPFA Code of Practice – per Audit Commission Positive Positive 

Results of Client Satisfaction Questionnaires (Score out of 10) 7.8 8.8 
Percentage of all recommendations agreed  95% 96% 
Improved assurance for 2nd & subsequent audit reviews – as a 
percentage of all recurring reviews 

25% 25% 
 

 
The key performance indicators show that the internal audit provider is successfully 
meeting or exceeding the majority of standards. One target that has not been met is the 
percentage of annual plan completed, and is primarily due to the profiling of the audit 
plan, which is weighted towards quarters 3 and 4 when the key financial audits are 
undertaken.   

 
6. Colchester Borough Homes Limited 
 
6.1 Colchester Borough Homes Limited has its own agreed audit plan which is administered 

by the Council’s auditors. The coverage of the plan, and the scope of the audits, is 
decided by Colchester Borough Homes Limited and in general the audits do not affect 
the systems operated by the Council. 
 

6.2 However, there are a few audits that, whilst they are carried out for either Colchester 
Borough Homes Limited or the Council, have a direct relevance and impact on the other 
organisation and in these circumstances it is appropriate that the results of the audit are 
reported to both organisations. These are known as joint audits. 

 
6.3 There have been no joint audits finalised in the first quarter. 

  
7. External Audit 
 
7.1 The last item to be received from the external auditors was the Annual Statement of 

Accounts, which was reported to the Accounts and Regulatory Committee on the 22nd 
September 2009.   

 
7.2 Appendix 3 details the progress made in implementing the external audit 

recommendations made in the Benefits Service Diagnostic and the Colchester Visual 
Arts Facility reports, which were issued in the final quarter of 2008/09. 
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8. Proposals 
 
8.1 To note and comment upon the Council’s progress and performance in implementing 

quarter 2 of the Internal Audit programme for 2009/10. 
 
9. Strategic Plan Implications  
 
9.1 The audit plan has been set with due regard to the identified key strategic risks to the 

Council. The strategic risk register reflects the objectives of the strategic plan. Therefore, 
the audit work confirms the effectiveness of the processes required to achieve the 
strategic objectives. 

 
10. Risk Management Implications 
 
10.1 The failure to implement recommendations may have an effect on the ability of the 

Council to control its risks and therefore the recommendations that are still outstanding 
should be incorporated into the risk management process. 

 
11. Other Standard References 
 
11.1 Having considered consultation, equality, diversity and human rights, health and safety 

and community safety and risk management implications, there are none that are 
significant to the matters in this report. 
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Appendix 1 

 
Summary of Audits Finalised in Quarter 2: 
 

            
Priority of 

Recommendations   
318 – Corporate Management – 
Management Arrangements   Days  Assurance  1 2 3 Agreed

  15  
Substantial 
(First Audit)  - 4 - 4 

 
Scope of Audit: This review examined the following areas:  
•  Budget setting; 
• Monitoring of budgets; 
• Virements; 
• Journals; 
• Invoices; 
• Banking of income; 
• Reconciliation; 
• Debt write off; 
• Purchases; 
• Scheme of delegation; 
• Payments; 
• Human resources; 
• Risk management; 
• Business continuity; 
• Health and safety; and 
• Internal audit recommendations. 
 
Key Outcomes: The recommendations resulting from this review are summarised as follows: 
• For those services which generate income, it is recommended that a summary report of income 

received is produced and that this is reconciled to the relevant income codes within the general 
ledger. (2) 

•  Work station risk assessments should be undertaken as soon possible. (2) 
•  A service-wide Business Continuity Plan should be developed. (2) 
•  Management should implement a system to review the implementation of audit recommendations. 

(2) 
 

            
Priority of 

Recommendations   
337 – Street Services – 
Management Arrangements   Days  Assurance  1 2 3 Agreed

  15  Limited 
(First Audit)  1 3 - 4 

 
Scope of Audit: This review examined the following areas: 
• Budget setting; 
• Monitoring of budgets; 
• Virements; 
• Journals; 
• Invoices; 
• Banking of income; 
• Reconciliation; 
• Debt write off; 
• Purchases; 
• Scheme of delegation; 
• Payments; 
• Human resources; 
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• Risk management; 
• Business continuity; 
• Health and safety; and 
• Internal audit recommendations. 
 
Key Outcomes: The recommendations resulting from this review are summarised as follows: 
• It is recommended that procedures be developed in relation to the raising of invoices. (2) 
• Management should ensure that contract procedures are adhered to all times. (1) 
• Full documentation of all quotations / tender decisions must be retained on file. (2) 
• The scheme of delegation lists should be reviewed with all unlimited authorisations, with the 

exception of the Head of Service, being removed.(2) 
 
 

 
Scope of Audit: This review examined the following areas: 
• Business plan risks; 
• Budget setting; 
• Planned activity; 
• Management information; 
• Budgetary variations; 
• Reported information; and 
• External bodies. 
Key Outcomes: The recommendation resulting from this review is summarised as follows: 
• Budget holders should be reminded of the importance of responding to key actions/queries set out 

in the monthly budget monitoring reports by the Service Accountants. Timely responses should be 
sought and recorded to allow the control to operate effectively. There should be regular monitoring 
of responses not received from budget holders. (2) 

 

            
Priority of 

Recommendations   
348 – Value Added Tax   Days  Assurance  1 2 3 Agreed
 

 
10  

 
Full 
▲ 

 - - 1 1 

 
Scope of Audit: The audit was designed to provide a review of the following areas 
• Input and output taxes are correctly accounted for; 
• VAT returns are correct and submitted properly; 
• VAT refunds from HM Revenues and Customs are received in a timely manner; and 
• Guidance on the treatment of VAT is issued to the appropriate staff. 
Key Outcomes: The recommendations resulting from this review are summarised as follows: 
• Management should remind staff that the correct documentation should be retained to support a 

recovery of import VAT (C79 certificate rather than the freight agent’s invoice).  In addition, 
management should remind staff of the correct accounting treatment for EZ Acquisition tax on 
purchases of goods from the EU. (3) 

            
Priority of 

Recommendations   
346 – Budgetary Control   Days  Assurance  1 2 3 Agreed

  
10  

 
Substantial 
(First Audit) 

 - 1 - 1 
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Priority of 

Recommendations   
350 – Back-up Procedures   Days  Assurance  1 2 3 Agreed

  5  Limited 
(First Audit)  1 3 1 5 

 
Scope of Audit: This review examined the following areas: 
•  Backup Processes; 
•  Backup Scheduling and Prioritisation; 
•  Tape Recovery Testing; 
•  Backup Process Monitoring and Notification; 
•  Failure Notification Detection and Reporting; 
•  Offsite and Onsite Storage Arrangement; 
•  Tape Cycle; 
•  Disaster Recovery Arrangements; and 
•  Reporting. 
 
Key Outcomes: The recommendations resulting from this review are summarised as follows: 
• Management should perform a formal Business Impact Assessment for the systems that are in place 

within the Council to help ensure that back up processes are adequate. (2) 
• Management should ensure that backup restoration testing is performed every six-months as per the 

contractual agreement. This should record all key Council applications and evidence that back up 
copies work as intended. (2) Partly Agreed 

• Management should implement a continuous improvement plan over the management of backup and 
recovery arrangements. (2) 

• The PIN number to the Rowan House communications room should be changed on a regular basis 
and following any staff change who have knowledge of the PIN. (3) 

• Management should review the requirement for formal disaster recovery procedures for all systems 
in place within the Council. This should follow the Business Impact Analysis and identify the key 
systems requiring recovery and their priority.  Following any Disaster Recovery implementation, 
systems should be tested to ensure that these can be restored. (1) 
 

            
Priority of 

Recommendations   
351– Corporate Governance – 
Colchester Borough Homes Ltd   Days  Assurance  1 2 3 Agreed
 
  

15 
  Substantial 

(First Audit)  - 
 

2 
 

1 
 

3 
 

 
Scope of Audit: The audit covered the following areas: 
•  Focusing on the organisation’s purpose and on outcomes for citizens and users; 
•  Performing effectively in clearly defined functions and roles; 
•  Promoting values that underpin good governance and upholding these through behaviour; 
•  Taking informed, transparent decisions within a framework of controls; 
•  Developing the capacity of the governance team to be effective; and 
•  Engaging stakeholders and making accountability real. 
 
Key Outcomes: The recommendations resulting from this review are summarised as follows: 
• CBH's Memorandum and Articles of Association should be made available on CBH's website. (2) 
• A checklist should be kept detailing the induction process of Board members. The checklist should 

detail all aspects of the induction that needs to be completed. (3) 
• A corporate version control document for all strategies, policies, procedures and guidance notes 

should be developed. This should identify the corporate sponsor of the document, document owner, 
data of approval, who the document was approved by, version number, and the review date for the 
document (2) 
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Priority of 

Recommendations   
352 – IDOX Document Imaging   Days  Assurance  1 2 3 Agreed

  15  Limited 
(First Audit)  3 12 - 15 

 
Scope of Audit: The audit covered the following areas: 
• Corporate Policies and Procedures; 
• Access controls; 
• Input controls; 
• Scanning Controls; 
• Indexing controls; 
• Workflow Authorisation and management; 
• Physical security and disaster recovery; 
• Records retention; 
• Management / Audit Trail; and 
• Interface Controls. 
 
Key Outcomes: The recommendations resulting from this review are summarised as follows: 
• Strategies and policies for data management and security of data within IDOX should be 

documented, approved and communicated to all users. (1) 
• Management should ensure the Systems Administration duties are clarified. Following roll out 

across the Council, system administration policies should be formalised with specific responsibilities 
for change control, system administration and user management. (2) 

• Management should ensure that the following logical access controls are configured on the IDOX 
application: 
- Passwords should be constructed of a mixture of alpha and numeric characters;  
- Passwords should be disabled if there is no activity; and  
- Default passwords to be force changed on first entry. (2) 

• Management should ensure that the procedures for adding, amending and removing user access to 
IDOX are formalised. A standard access request form should be used for ensuring that: 
- All requests for access, including amendments to users’ access rights, are formally documented 

and are authorised by line management prior to notification to the system administrator; 
- Leavers are notified by line management to the system administrator for prompt closure of their 

user accounts; and 
- Formal requests for user additions, amendments and removals are retained for future reference. 
Furthermore, line managers should also be provided with a list of current users and their access 
rights and be required to confirm the legitimacy of users on the system on a regular basis. 
Consideration should also be given to managing IDOX users centrally. (2) 

• Management should ensure there is a periodic review of the User Access Permissions for all users 
with access to IDOX. User permissions should be amended where necessary to ensure permissions 
are in line with user responsibilities. In addition, all generic user accounts should be removed from 
the system to assist in promoting user accountability. (2) 

• IDOX should be configured to apply a system lock following three consecutive failed login attempts. 
In addition, a comprehensive security violation report should be generated from the system and the 
failed login attempts should be reviewed on a periodic basis. (2) 

• Management should ensure Corporate Scanning Procedures are documented. The procedures 
should indicate the different scanning protocols that may be used by different departments. A 
Service Level Agreement between the Scanning Team and the Departments may also be created 
outlining the timescales by which documentation is required to be scanned and indexed. (1) 

• Management should consider how referencing to documents may be applied following 
implementation of the IDOX system to other departments. This should ensure that referencing is 
approved in order that it is relevant to the operations of all Council departments. (2) 
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• Management should ensure that a workflow model is documented to outline the hierarchical 

workflow structure for all departments using IDOX. This should be approved by relevant 
departmental management and be subject to change control processes to ensure all changes to the 
structure are documented. (1) 

• System back-ups of the IDOX server should be tested regularly to ensure that it can be restored on 
a timely basis. Consideration should also be given to backing-up the servers on a more frequent 
basis due to the volume of documents stored on the system and the frequency of change of system 
data. (2) 

• Management should ensure that a formal Disaster Recovery Plan is developed for the IDOX system 
which takes into account the recovery time objectives of the Council departments using IDOX. The 
plan should be tested annually and a report of the results should be produced for management 
review for continuous improvement of the plan. (2) 

• Record retention and disposal procedures should be reviewed and updated to include the retention 
periods and disposal methods for all document types that are scanned and will be used with IDOX. 
Consideration should be given to the retention and disposal requirements for all departments using 
the system. (2) 

• A data classification exercise should be undertaken at department level by all departments using 
IDOX. Data should be classified in order to aid with the identification of data retention periods and 
system management. The following may be taken into consideration when undertaking the exercise: 
- the type of data to be scanned into IDOX; 
- the use of the data; 
- the location of hard copies (if applicable); and 
- the regulatory or statutory implications surrounding the data. (2) 

• Management should ensure that the audit trail for IDOX is fully enabled in order to generate audit 
trails which capture user actions and user log in details. The audit trails should also be reviewed by 
management on a periodic basis. (2) 

• Management should ensure all incoming and outgoing interfaces are documented. In addition, 
checks should be carried out to ensure data has transferred between systems accurately and 
completely. (2) 

 

            
Priority of 

Recommendations   
403 – Museums – Admissions, 
Shops and Inventories   Days  Assurance  1 2 3 Agreed

  15  Limited 
►   9  9 

 
Scope of Audit: This review examined the following areas: 
• Admissions Income; 
• Income and Stocks; 
• Remittance of Cash Sales; 
• Security of Keys; 
• Maintenance of Inventories; 
• Stock Control; 
• Checking and Recording of Deliveries; and 
• Management information. 

 
Key Outcomes: The recommendations resulting from this review are summarised as follows: 
• Up to date procedures should be disseminated to the various sites as soon as possible. (2) 
• Staff should be reminded that there is a requirement for two officers to sign the daily income sheets 

to evidence separation of duties. (2) 
• Where a stock take has been undertaken, supporting documentation should be retained in respect 

of who was present and whether variances could be justified or were considered reasonable. (2) 
• Staff should be reminded of the requirement for all refunds to be correctly processed.  All refunds 

must be signed by the originating officer, countersigned by the Duty Officer and the refund reason 
recorded. (2) 
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• The Museum Service should record all keys that are cut and keep a record of how many they hold 

of each one and where each key is located. (2) 
• Entry and exit forms should be completed fully in accordance with procedure. There should also be 

separation of duties between the donor/ee and the officer receiving/taking the item. (2) 
• The stock system should be monitored on an ongoing basis and any issues identified should be 

notified to the manager so that if changes need to be made these are authorised. Any transfers 
undertaken between sites should also be documented on a journal form to be held on file in the 
retail office. (2) 

• Delivery notes should be checked and signed on receipt of an item. There should be delivery notes 
for all relevant items.  Where suppliers do not provide delivery notes, the Service should request that 
future deliveries are accompanied by a remittance so that they can verify delivery of the order. (2) 

• External Audit identified that the Joint Committee should receive financial as well as operational 
performance information. Going forward, the Committee should receive more detailed information in 
respect of income, rather than just visitor numbers. (2) 
 

 

            
Priority of 

Recommendations   
411 – Decriminalised Parking   Days  Assurance  1 2 3 Agreed
  5  Regularity  - 1 - 1 

 
Scope of Audit: This review examined the following areas: 
• Adequate controls are in place to give management assurance regarding the accuracy of the 

figures; and 
• The figures reported are backed up by an audit trail and supported by appropriate documentation 

 
Key Outcomes: The recommendations resulting from this review are summarised as follows: 
• Consideration should be given to either making the process electronic using set formulae, or to have 

a management review of the calculations. (2) 
 
 

            
Priority of 

Recommendations   
414 – Crime & Disorder 
Reduction Partnership   Days  Assurance  1 2 3 Agreed

  10  Substantial 
►  - - - - 

 
Scope of Audit: This review examined the following areas: 
• Mission Statement; 
• Target Setting; 
• Monitoring of Actions and Interventions; 
• Funding Streams; 
• Long-term Sustainability; 
• Structure of the Partnership Defined, Roles and Responsibilities; 
• Strategy Review;  and 
• Cohesion with Regional and National Partnerships and Priorities. 

 
Key Outcomes:  
• Whilst no recommendations were raised a number of improvements to the control processes were 

identified and reported on within the body of the audit report. 
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Priority of 

Recommendations   
415 – Vehicle Workshop   Days  Assurance  1 2 3 Agreed

  10  Limited 
▲  - 6 1 6 

 
Scope of Audit: This review examined the following areas: 
• Scale of Charges; 
• Cash Security; 
• Cash Collection and Banking of Income; 
• Controlled Stationery; 
• Stores Requisitions; 
• Stores Ordering; 
• Stores Security; and 
• Stock Checks. 
 
Key Outcomes: The recommendations resulting from this review are summarised as follows:  
• Discount rates should be reviewed and formally approved by the Council as part of the Scale of 

Charges setting. Where discounts are given, these should not be allowed against the cost of 
materials. (2) 

• The procedure manual should be updated, to include all aspects of the Vehicle Workshop function.  
The procedures should be annotated with the date, reviewer and next review date. Once updated, 
the procedures should be formally approved and made available to relevant members of staff. (2) 
Agreed in part 

• Regular debtor reports should be obtained from the Finance Team and reviewed by the Fleet and 
Workshop Manager to help ensure that the invoices raised can be reconciled with those requested. 
(2) 

• The word “Invoice” should be removed from the detailed receipts showing the work undertaken. (3) 
• Money should be banked on a weekly basis in line with the draft procedures. (2) Not Agreed 
• Consideration should be given as to whether cheques should continue to be accepted. (2) 
• The Council should consider if it is willing to accept the remaining level of risk associated with the 

stores and stock control. (2) 
 
 
 
            

Priority of 
Recommendations   

419 – Highwoods Country Park 
Regularity   Days  Assurance  1 2 3 Agreed
  3  Regularity  - 3 - 3 

 
Scope of Audit: This review examined the following areas: 
• Policy, Procedures and Legislation; 
• Income; 
• Expenditure; 
• Cash Reconciliation; 
• Inventory and Stores; 
• Insurance and Safe Check; and 
• Budgetary Control. 
 
Key Outcomes: The recommendations resulting from this review are summarised as follows: 
• Existing documented procedures should be reviewed and updated to reflect current working 

practices, including the collection of income and banking by the courier company, the management 
of tools and equipment and lone working. (2) 

• Staff should check that a receipt provided by the courier is retained on file on each occasion. (2) 
• Staff should check that a receipt is obtained from the Cash Office on each occasion to verify the 

safe transfer of funds from the Visitor Centre. (2) 
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Priority of 
Recommendations   

421 – IT Security   Days  Assurance  1 2 3 Agreed

  10  Limited 
(First Audit)  - 13 1 12 

 
Scope of Audit: This review examined the following areas: 
• IT Security Data Management Policies and Procedures;  
• Data Classification and Sharing; 
• Staff Training and Security; 
• Physical Access Controls; 
• Back-up and Disposal Procedures; 
• Logical Access Controls;  
• Remote Working and Removable Media; and 
• Legislation Registration and Compliance. 

 
Key Outcomes: The recommendations resulting from this review are summarised as follows: 
• The Colchester Information Security policy should be updated to include statements on: 

- Responsibility for hardware ownership such as maintaining inventory of IT assets, procurement 
and disposal; and 

- Responsibility for Data Protection. (2) 
• Management should establish a formal programme that provides staff with an adequate level of 

training and awareness on data security that is consistent to the information they handle within the 
Council. Consideration should also be given to include elements of data security training for all new 
employees joining the organisation. In addition to this, staff should be required to confirm that they 
have read the IT Security Policy and the Personal Commitment Statement. (2) 

• A data classification exercise should be undertaken across the Council to identify data which may 
be sensitive and requires additional protection. Data should be classified in order to aid with the 
identification of data retention periods as well as to guide the level of access and security provided 
to the data. The Retention Policy should also be periodically reviewed to ensure retention periods 
are in line with data classification. (2) Agreed in principle 

• The Council should review the current third parties with which information is shared and ensure that 
where sensitive or personal data is shared that this is covered by an information sharing protocol 
detailing the requirements for security of data when outside of the Council. (2) 

• Procedures for the disposal of hardcopy data, electronic data held on removable storage devices 
(e.g. USB’s); IT equipment and archived files should be developed. A periodic review of the policy 
should also be performed to ensure that this remains up to date. We also recommend that this 
should include the requirement to dispose of assets only via SERCO policy. (2) 

• The Council should use the Schedule of Items received from EOL Services to reconcile against the 
Asset Register disposal list to confirm that all the equipment marked as unsupported and sent to the 
contractor for disposal has actually been collected and destroyed. The destruction certificate should 
be received from EOL Services and the reconciliation carried out prior to changing the status of the 
equipment to “inactive” and “disposed” on the asset register. (2) 

• We recommend that the Council should review the disposal process to ensure that hardware has 
hard disks wiped prior to them being provided to EOL for destruction. This should include all 
memory devices such as USB sticks and laptops. (2) Not Agreed 

• The Council should store all new or unused IT equipment in a secure location. In addition to this, a 
procedure should be developed to ensure that all hardware is asset tagged. (2) 

• The procedures for adding and changing permissions to user accounts should be developed. (2) 
• Management should review the need for encryption on portable devices to ensure that sensitive 

data cannot be accessed in the event of hardware being lost or stolen. (2) 
• The Council should review the Data Protection notification with Departmental management to 

ensure that any changes to the processing of personal data are included in the return. (3) 
• Training pertaining to the Data Protection and Freedom of Information Acts should be included in all 

new starters’ induction process to provide a basic knowledge of data protection and data security. 
(2) 

• The Council should consider investigating if locks could be provided with portable devices to provide 
additional protection to portable equipment when in use. (2) Not Agreed 
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• A policy on the acceptable use and storage of removable media should be developed. (2) 

 
 
            

Priority of 
Recommendations   

427 – Enterprise / Economic 
Development   Days  Assurance  1 2 3 Agreed

  7  Substantial 
►  - 3 1 4 

 
Scope of Audit: This review examined the following areas: 
• Procedures and Guidance notes in Place over the Function; 
• Identification of Suitable Projects; 
• Contracts in Place with Beneficiaries; 
• Monitoring of Contracts; 
• Recording and Payment of Monies to Beneficiaries or Contractors; and  
• Management Information. 

 
Key Outcomes: The recommendations resulting from this review are summarised as follows: 
• A procedure manual should be drafted, to include all aspects of the Enterprise / Economic 

Development function, including grant awarding, processing of applications, logging of enquiries etc. 
The procedures should be annotated with the date, reviewer and next review date. Once updated, 
the procedures should be formally approved and made available to relevant members of staff. (2) 

• A log should be maintained of person(s) enquiring in respect of relocating to or seeking business 
related information about Colchester. (2) 

• Consideration should be given to reviewing enquiries received via the CSC. (3) 
• The Colchester Business Directory 2007/08 should be updated and be subject to regular revision. 

(2) 
 

 
            

Priority of 
Recommendations   

429 – Tiptree Sports Centre   Days  Assurance  1 2 3 Agreed

  10  Substantial 
►  - 6 - 6 

 
Scope of Audit: This review examined the following areas: 
• Issuing of tickets to centre users; 
• Recording of ticket sales and transactions; 
• Banking of remittances; 
• Staff, public liability and asset insurance; 
• Stock checks; and 
• Centre security. 

 
Key Outcomes: The recommendations resulting from this review are summarised as follows: 
• The Centre Manager should contact the Cash Office to inform them that Tiptree Sports Centre has 

not been receiving all of their receipts.  The Cash Office should be asked to find those that are 
missing and forward them to the Centre and to provide assurance that this problem will be resolved. 
(2) 

• The arrangements for holding cash at the Sports Centre should be reviewed as the cash rating of 
the safe is not adequate for their current needs. There are a number of options for the Sports 
Centre, as follows: 
- Identify whether there is an alternative safe within the Council that is not in use and would 

provide   adequate cover for the takings 
- Arrange more frequent collections by Securicor; or 
- Purchase a new safe with a higher limit. (2) 

• The Centre should produce and maintain an up-to-date inventory of the sports equipment / assets 
owned jointly by the School and the Centre. The inventory should provide a documented, reliable 
record for insurance purposes and enable management to realise whether assets have been lost or 
stolen. (2) 
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• When a stock take is undertaken it should be signed off and dated by the officers involved.  As 

officers at the Sports Centre use electronic documents these cannot be signed and dated.  
However, a schedule could be produced and kept on file, whereby each the time a stock check is 
undertaken the details of this are documented, including the date and the names of the responsible 
officers. (2) 

• Staff should be reminded of the need for all goods received notes to be signed and dated by the 
officer taking receipt of the delivery. This will provide important information before payment takes 
place and provide the data to be entered onto the Vending Order Checklist. (2) 

• Management should consider whether they need to upgrade the current alarm system to provide a 
warning for the Duty Managers that an external/fire door has been opened at the Centre.  If it is 
possible, a cost / benefit analysis should undertaken. (2) 

 
 
            

Priority of 
Recommendations   

432 – Museum Cash Up   Days  Assurance  1 2 3 Agreed
  1.5  Regularity  - - - - 

 
Scope of Audit: This review examined the following areas: 
• Cash security;  
• Appropriation of Monies; and,  
• Monies Banked Appropriately.  

 
Key Outcomes: The recommendations resulting from this review are summarised as follows: 
• No recommendations were raised. 
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Finance and Audit Scrutiny Panel 

Item 

13
 17 November 2009 
  
Report of Head of Resource Managment Author Sean Plummer 

℡ 282347 
 

Title Financial Monitoring Report – April to September 2009 

Wards 
affected 

Not applicable 

 
The Panel is invited to review the financial performance of all 

General Fund services and the Housing Revenue Account for the 
first six months of 2009/10 

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

Housing Revenue Account (HRA) in the first six months of 2009/10. 
 
2. Reason for scrutiny 
 
2.1 Monitoring of financial performance is important to ensure that: 

• Service expenditure remains within cash-limited budgets. 
• Potential variances at year-end are identified early so that remedial action can be 

taken to recover the position or ‘recycle’ any surplus budgets. 
• Performance targets are being met. 

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

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

expenditure for the six months to 30 September 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. 

 
3.2 The projected outturn for the General Fund is currently a net overspend of £288k. The 

Housing Revenue Account position is a forecast net underspend by £312k.  
 
4. General Fund – Position to 30 September 2009 
 
 Service Budgets   
4.1 Appendix A summarises the Council-wide position by expenditure group and by Service 

Group. The net position shows a variance against profiled budget for General Fund 
Services (excluding benefits) of £586k (favourable). This comprises total expenditure 
being £646k lower than expected and less income than expected totalling £60k. 
Appendix B provides a more detailed view, breaking this information down by individual 
Service Groups. 
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4.2. Both Appendices A & B to the report include traffic light indicators. The thresholds are as 

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

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

 
4.3. 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).  The main variances 
to date are as follows (F=favourable; A=adverse). 
 
Expenditure 
• Premises. £402k (F), mainly relating to repairs & maintenance, grounds and utility 

costs (water), however offset by additional Bed & Breakfast (B & B) costs.   
• Supplies & Services. £172k (F) various under-spends across all services  
 
Income 
• Other Grants & Reimbursements. £100k (A), primarily relates to debtors 

outstanding for European regeneration projects.      
• Customer & Client Receipts. £32k (F), Includes over-recoveries against community 

alarms and car park income, this also includes income for Colchester Leisure World 
Lifestyle Passes (advances for the year). 

 
4.4. 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 6 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. 
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4.5. Corporate savings targets totalling £678k were built into the 2009/10 budget. The targets 

and position to date are shown below and indicates that significant progress has been 
made with the full year procurement target having now been achieved. Progress has also 
been made on both the salary savings and income target. The forecast outturn against 
these targets is considered at paragraph 5.8.     

 
 Target Identified 

for year to 
date 

 £’000 £’000 
Salary Budgets 515 130
Procurement Savings 93 93
Income Generation 70 10
Total 678 233

 
4.6. 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 table below shows the service areas where salary savings have 
been made compared to the total employee budget.  This helps to illustrate that the 
savings as a proportion of the total employee budget is 1% or below. This level is 
therefore considered manageable without impacting on service delivery.  

 

  
Budget 
for Year 

Salary 
Saving 

 £’000 £’000
Corporate Management  2,618 15
Environmental & Protective 
Services 5,423 55
Life Opportunities 5,667 39
Resource Management 3,434 10
Street Services 6,987 11
  24,129 130

 
5. Outturn Forecast / Risk Areas 
 
5.1 This is the first review this year of the 09/10 budget position and the current forecast 

outturn is net overspend of £288k as summarised in the following table:- 
 

 £’000  
Service budgets (62) See paras. 5.2 – 5.3 and Appendix C 
Technical Items / 
Mitigating action  

400 See paras. 5.4 – 5.8 

Potential net overspend  338  
Adjustment for Museums 
c/f  

(50) The joint museum service agreement 
provides for any overspend above 
£100k to be adjusted within the 
following year’s budget.    

Overall net overspend  288  
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 Service Budgets 
5.2 The following table sets out the forecast outturn for all service areas. This shows a net 

forecast underspend of £62k  
 

Service  Forecast outturn 
£’000 

Customer Service Centre On budget
Executive Management Team On budget
Resource Management  On budget
Strategic Policy and Regeneration On budget
Corporate Management  77   under budget
Environmental and Protective Services 87   under budget
Street Services 35     over budget
Life Opportunities 161     over budget
Energy Savings across services 94   under budget
Total all services  62 under budget

 
5.3 Appendix C sets out details of all forecast variances against service budgets at the year-

end totalling £62k.  
 
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 
specific grants. The main risk area where a shortfall of c£300k is currently forecast is our 
net interest earnings. 

 
5.5. The position in respect of the Council’s net investment earnings was reported to the 

Panel at the last budget review in August. 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, there remains a significant risk that the final outturn 
position will show a further shortfall.   

 
5.6. The budget includes assumptions regarding two Government grants as follows:  

• Housing Planning and Delivery Grant (HPDG)    
• Local Authority Business Growth Incentives (LABGI)  

 
5.7. We have received notification of the provisional LABGI grant which shows that this 

budget will be achieved. However, the assumed HPDG is a larger figure and the grant is 
still yet to be announced. HPDG is an important source of funding and the delay in 
announcing provisional allocations will potentially impact on the Council’s budget 
forecasting for this year and beyond.     

 
5.8. As shown at paragraph 4.5 progress has been made towards achieving the corporate 

targets in the budget. At the last review in August a total of 0.03% of the target had been 
identified and now 35% has been achieved. However, it appears highly likely 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 £100k is reflected in the forecast outturn 
which will be reviewed later in the year.           

 
Main Risks to current forecast 

5.9. 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 52



 
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 SMT and within future reports to 
this Panel.  
  

 Summary position   
5.10. The net forecast outturn shows a potential net overspend of £288k. There are a number 

of risks and variables to this forecast. It should be noted that the Council general fund 
balances are currently above our prudent level. However, the current forecast net 
overspend would result in balances falling below this level.   

 
5.11. 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 next report to the Panel will consider the 9 month position. In 
addition consideration will be given to the forecast outturn for this year as part of the 
process for proposing the 2010/11 budget. This Panel will receive a report on the 
2010/11 budget in January which will include an updated assessment of the forecast 
outturn.        

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

affected by a number of variable factors. Appendix E shows that at the end of 
September 2009, the HRA is underspent by £466k compared to the budget for the same 
period. This is primarily due to lower expenditure on Employee costs (£86K), Premises 
costs (£229k), Supplies & Services costs (£91k) and Support Services costs (£32k). The 
current projected outturn for the HRA is that it will be under budget by £312k. The main 
factors contributing to the variance to date are detailed in the following paragraphs. 
  

6.2         The underspend on Employee costs has primarily arisen due to the effect of vacant 
posts, but also reflects the lower than budgeted for award for 2009/10. The current year-
end outturn prediction is that there will be an underspend on Employee costs of £116k. 

  
6.3      Premises related costs are showing an underspend of £230k as at the end of September 

2009. Overall, there is an underspend of £57k on Repairs and Maintenance. Colchester 
Borough Homes, who are providing the interim repairs and maintenance service, are 
producing a regular 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 £52k on Grounds 
Maintenance budgets relating to the timing of expenditure at the end of September. 
There is an underspend of £122k on Utility and Water costs. There is a forecast outturn 
underspend of £250k which reflects the anticipated level of funds which will not be 
released to Colchester Borough Homes in the final quarter of this financial year, given 
the services being provided under the current interim arrangements. However, it is 
anticipated 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. 

  
6.4     There is a general underspend across most Supplies and Services budget headings at 

the end of September. Support service costs are underspent by £32k at the end of 
September. The HRA receives recharges from a number of services and given the level 
of expenditure currently experienced within these areas as at September 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. 53



 
  
6.5      There is a £7k under-recovery of income at the end of September 2009. This has arisen 

due to the combination of less Service Charge income from Tenants and Leaseholders 
and a slightly higher loss of rental income from voids on garages. The rental income for 
the housing stock is on budget as at the end of September. Furthermore, we have 
received £23k less income from Court Fees than budgeted. It is currently predicted that 
there will be an under-recovery of income of £92k at the year-end, but this will be 
influenced by the level of void properties and garages for the remainder of the financial 
year.  

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

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

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

Forecast. This makes assumptions regarding government grant and Council Tax income, 
and identifies where necessary savings will be found in order to achieve a balanced 
budget. The 2009/10 revenue budget was prepared in accordance with the Strategic 
Plan’s priorities, in the context of the Council facing growing financial pressures. Budget 
monitoring enables the financial performance against these priorities to be assessed. 

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

strategic risk register. The 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.  

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

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

 
Background Papers 
None 
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Finance and Audit Scrutiny Panel 
Item 

14 
 17 November 2009 
  
Report of Head of Resource Management Author Graham Coleman 

 282741 
Title Capital Expenditure Monitor 2009/10 

Wards 
affected 

Not applicable 

 
 

The Panel is invited to review the progress against all capital schemes for 
the first six months of 2009/10 

 
1. Action Required 
 
1.1 To note the level of capital spending during the first half of 2009/10 and forecasts for 

future years. 
 
2. Reason for scrutiny 
 
2.1 Monitoring capital spending is important to ensure: 

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

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

Holders accountable for their budgets. 
 
3.  Background  
 
3.1 This report sets out details of spending for the financial year 2009/10 (April 2009 to 

September 2009) and revised forecasts for future years. 
 
3.2 The report includes new capital funding and changes to the capital programme as 

revised by Cabinet on 18 March 2009, 13 July 2009 and 9 September 2009, and by 
Council on 14 October 2009. 

  
3.3 The report includes capital expenditure in respect of the Housing Investment 

Programme, including expenditure on the Council’s housing stock.   
 
4. 2009/10 position to 30 September 
 
4.1 In the first 6 months of this year capital spending totalled £4.3 million. This represents 

14.0% of the total programme. Whilst the percentage spend to date appears low, this is 
due to expenditure on a number of larger schemes being scheduled to commence later 
in the year. This includes the Visual Arts Facility and the Decent Homes project, which 
are in the process of being retendered, and the delayed spending on these schemes has 
accordingly been re-profiled. Net new funding of £736k has been added to the 
programme. This includes £300k for the ICT Strategy Development scheme and £350k 
for the replacement of one cremator at Colchester Crematorium, 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. 
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4.2 The scheme previously titled Support for Parish Councils has been renamed Support to 

Parish Councils and Community Groups. This reflects the desire to extend the grants 
scheme to Community Groups. A meeting will be held in February/March 2010 to 
determine the allocation for 2009/10, and applications will be invited from Community 
Groups as well as Parishes. 

 
4.3 In total, forecast spending for this year is £20.8 million, with the remainder of the 

programme currently planned for 2010/11. The table below sets this out by service area: 
 
 
 
 
Summary 

Current 
Total 

Programme  
 

£'000 

2009/10 
Expenditure 

for year       
 

£'000 

Expected 
Expenditure  

2009/10 
 

£'000 

Expected 
Expenditure 

2010/11  
 

£'000 
Corporate Management 2,049.7 263.3 2,068.2 1.5 
EMT 236.7 44.2 236.7 0.0 
Resource Management 554.0 231.0 489.5 64.5 
Street Services 592.2 245.3 592.2 0.0 
Environmental & Protective Services 637.4 99.1 637.4 0.0 
Strategic Policy & Regeneration 16,011.5 1,674.7 10,600.7 5,419.9 
Life Opportunities 3,062.6 958.4 2,479.2 343.7 
Completed Schemes 89.4 83.6 98.0 0.0 
Total – General Fund Services 23,233.5 3,599.6 17,201.9 5,829.6 
Housing Revenue Account 7,915.5 750.3 3,618.0 4,297.5 
Total Capital Programme 31,149.0 4,349.9 20,819.9 10,127.1 
 
4.4 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 18 February 2009, and revised on 18 March, 13 
July and 9 September 2009, and by Council on 14 October 2009. 

 
4.5 Cabinet on 10 September 2008 agreed to put certain capital schemes “on hold” pending 

the resolution of current financial uncertainties relating to capital receipts and capital 
expenditure commitments. No commitments for those projects which are funded should 
be entered into and those unfunded projects will not have any further funding released. 
Cabinet subsequently agreed to release £25k of the sum put on hold for the public 
conveniences programme, and so only £150k is now on hold. Additionally Cabinet in July 
2009 agreed to release £50k of the sum on hold for grants under the Support to Parish 
Councils scheme. The schemes on hold are listed below, as amended by the above 
changes. 
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4.6 A review of the capital programme is currently being undertaken, including the schemes 

currently on hold. Once the outcome of the review is known, any changes will be 
reflected in future capital monitoring reports. 

 
4.7 As previously reported to this Panel, the cost of stabilisation works to St Leonards Church 

Wall is now considerably lower than previously thought, resulting in a saving of £239.7k. 
This, together with a number of completed schemes where small overspends have been 
identified are detailed in Appendix A and summarised in the table below. The previously 
reported overspend on the Town Hall Lift of £9k is not now expected to occur, and when 
final contract documents are received this may result in an under-spend that will be 
reported to a future meeting. 

 
Scheme                                    Over/ (Under) 
      £’000 
St Leonards Church Wall        (239.7) 
Works to Town Hall           20.0 
Cuckoo Farm Pre-Development             9.1 
Other minor overspends             8.6 
Total Net Underspend        (202.0) 

 
4.8 This sum will be referred to Cabinet for consideration and allocation to other capital 

schemes. Cabinet will also consider a revised forecast of capital receipts as well as the 
outcome of the current review of schemes within the Capital Programme. 
 

5. Strategic Plan references 
 
5.1 The Council’s Capital Programme is aligned to the Strategic Plan. 
 
6. Financial implications 
 
6.1 As set out above. 
 
7. Risk management implications 
 
7.1 Risk management issues are considered as part of all capital projects. 
 
8. Other Standard References 

Amount on hold  
Funded Unfunded Total Schemes put on hold per Cabinet of 10 

September 2008 (as amended) £'000 £'000 £'000 
Backlog Repairs 150.0 150.0
Support for Parish Councils     50.0 50.0
Historic Core Zone  160.0  160.0
Maritime Projects   150.0 150.0
Personal Computer Upgrade      0.8   800.0 800.8
Public Conveniences 150.0  150.0
Town Centre Signs   90.0    90.0
Park & Ride 125.0  125.0
East Colchester 222.1  222.1
Total  747.9 1,150.0 1,897.9
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 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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Finance & Audit Scrutiny Panel 

Item 

15
 17 November 2009 
  
Report of Head of Resource Management Author Steve Heath 

℡ 282389 
Title Treasury Management – Half-yearly Report 2009/10 

Wards 
affected 

Not applicable 

 
The Panel is invited to review treasury management performance 

for the first six months of 2009/10 
 
1. Action required 
 
1.1 To note the activities relating to treasury management for the first six months of 2009/10 

and consider performance. 
 
1.2  To comment on the recommendations regarding member training. 
 
2. Reason for scrutiny 
 
2.1 The Chartered Institute of Public Finance and Accountancy (CIPFA) issued an interim 

Treasury Management guidance document in March 2009, highlighting Best Practice 
recommendations for Local Authorities to follow.  The document suggests that members 
should be informed of Treasury Management activities at least twice a year, but 
preferably quarterly.  This report therefore ensures this Council is embracing Best 
Practice in accordance with CIPFA’s recommendations.  It is expected that CIPFA will 
issue an updated Treasury Management Code of Practice in the Autumn of 2009, 
following consultation with Local Authorities during the summer. 

 
3. Introduction 
 
3.1 Treasury management comprises all borrowing and investment activities of the Council. 

It is defined as “The management of the local authority’s cash flows, its banking, money 
market and capital market transactions; the effective control of the risks associated with 
those activities; and the pursuit of optimum performance consistent with those risks.” 

 
3.2 The Council employ Sector Treasury to provide a consultancy service in respect of 

treasury management, to include advice on both debt and investments. During the year 
Sector have provided advice on borrowing, investments, counterparty credit details and 
general capital accounting information. 

 
4. Treasury Management Strategy 2009/10 
 
4.1 The Council’s Treasury Management Strategy and Annual Investment Strategy for 

2009/10 was approved by full Council on 18 February 2009. The strategy is as follows: 
• The UK Interest rate is expected to stay at 0.5% for the remainder of the 2009/10 

financial year, and then begin to rise gently during 2010. 
• The trigger point for new longer term borrowing is 3.95%. However, the forecast for 

Public Works Loan Board (PWLB) borrowing shows that below 10 year PWLB rates 
are expected to be substantially lower than longer term rates, which opens up the 
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opportunity for the Council to spread its debt maturity profile and generate savings 
through debt restructuring. 

• The Council has a borrowing requirement in respect of the purchase of Rowan 
House, the Visual Arts Facility, the purchase of new cremators and the digital TV 
upgrade of the Council’s housing stock. As longer-term borrowing rates are expected 
to be higher than rates on the loss of investment income, the Council will look to avoid 
external borrowing during the year in order to maximise savings and reduce exposure 
to interest rate and credit risk. 

• The investment policy includes the introduction of sovereign debt criteria, halved 
country limits, the removal of the previous lowest level of certain credit criteria, and a 
reduction in the duration of investments with certain counterparties. It also details 
developments resulting from the ‘credit crunch’. The Council will avoid longer term 
deals while investment rates are at historically low levels, and budget for a return of 
1.5% on investments placed during 2009/10. 

• The Finance and Audit Scrutiny Panel will be kept updated on any developments 
regarding the Council’s £4m investments with Icelandic banks. 

 
5. Economic Background 
 
5.1 The first quarter of 2009/10 saw some encouraging signs that the rate of contraction in 

the economy had eased considerably. The second quarter saw some signs of recovery, 
with some sectors showing growth. However, concerns remain about the fragile state of 
any recovery with the impact of rising unemployment, therefore the bank rate and 
investment rates are expected to stay lower for longer. 

 
5.2 After rapidly cutting official interest rates to a record low of 0.5%, the Bank of England’s 

Monetary Policy Committee (MPC) increased the amount of asset purchases under the 
Bank’s quantitative easing (QE) programme from £75bn to £125bn in May. This was 
further increased to £175bn in August. However, while QE has been successful in 
improving liquidity in financial markets, its impact on the real economy (e.g. credit 
growth) remains limited. 

 
5.3 Inflationary pressures in the economy have eased over the six month period, although at 

a slower rate than had been expected. House prices have increased at the fastest rate in 
over five years, however this may be due to the scarcity of homeowners putting their 
homes up for sale. 

 
5.4 Sector’s latest economic forecast is shown in Appendix A. This is based on moderate 

economic recovery and moderate MPC concerns about inflation looking two years 
ahead. The Bank Rate is expected to remain at a historically low level until quarter two of 
2010/11, and is expected to reach 4.5% in quarter two of 2012/13. Long-term PWLB 
rates will steadily increase to reach 5.45% by the end of 2012 due to high gilt issuance, 
reversal of QE and investor concerns over inflation. 

 
5.5 There is a high level of uncertainty in the forecasts due to the difficulties of forecasting 

the timing and amounts of QE reversal, fiscal contraction after the general election 
expected by May 2010, speed of recovery of banks’ profitability and balance sheet 
positions, changes in the consumer saving ratio and rebalancing of the UK economy 
towards exports.    

 
6. Borrowing 
 
6.1 The Council’s total debt as at 30 September 2009 was £62.4m, with the average rate of 

the Council’s debt standing at 5.77%. No new long-term or temporary borrowing has 
been undertaken so far this financial year in accordance with the Treasury Management 
Strategy, and it is anticipated that no new borrowing will be undertaken this financial 

85



 
year. Sector’s target rate for new long term borrowing at the end of the second quarter of 
2009/10 was 4.55%. 

 
6.2 It is a statutory duty for the Council to determine and keep under review the ‘Affordable 

Borrowing Limits’. The Council’s approved Prudential Indicators are outlined in the 
Treasury Management Strategy Statement. Officers can confirm that the Prudential 
Indicators were not breached during the first six months of 2009/10. 

 
7. Investments 
 
7.1 The Treasury Management Strategy Statement outlines the Council’s investment 

priorities as the security of capital and the liquidity of its investments. The Council also 
aims to achieve the optimum return on investments commensurate with the proper levels 
of security and liquidity. 

 
7.2 In the current economic climate it is considered appropriate to keep investments short 

term, and only invest with highly credit rated financial institutions using the Sector 
creditworthiness matrices. This includes Credit Default Swap (CDS) overlay information, 
which provides perceived market sentiment regarding the credit quality of an institution. 
Officers can confirm that the approved limits within the Annual Investment Strategy were 
not breached during the first two quarters of 2009/10. 

 
7.3 A full list of investments held as at 30 September 2009, compared to Sector’s 

Creditworthiness matrices, and Fitch and Moody’s credit ratings are shown in Appendix 
B (confidential). The Council had temporary investments totalling £17m outstanding as at 
30 September 2009. Of this £4m are due to mature in 2010/11. The average rate of 
interest earned on all investments for the year to date is 2.41%, however the rate for new 
investments is 0.99%. This is lower than the budgeted figure of 1.5%, but compares well 
with the benchmark of 0.41%. 

 
8. Icelandic Investments 
 
8.1 The Council invested a total of £4m in Icelandic banks in September 2008, which 

suffered a default following the collapse of the Icelandic banking system. The 2008/09 
accounts reflected the revised guidance issued by CIPFA in September 2009, detailing 
the impairments to be recognised in the accounts. This assumes a recovery rate of 83%, 
which is expected to be paid in equal instalments in March 2010, December 2010, 
December 2011, and December 2012. Regulations issued in May 2009 allowed 
authorities to delay charging impaired amounts to the General Fund until 2010/11.  

 
8.2 The most recent update from the Local Government Association advises that agreement 

has been reached on the deal that will compensate creditors of Landsbanki, and this is 
expected to be confirmed in early November. Current valuations suggest that recoveries 
will be equal to (or exceed) the previous estimate of 83p in the pound. 

 
8.3 Following the Icelandic Banking crisis, the Audit Commission published a report titled 

‘Risk and Return: English Local Authorities and Icelandic Banks’. The report 
recommended that elected members receive regular updates on treasury management 
activities, and that members who have accountability for the stewardship of public money 
are trained so that they are able to scrutinise effectively and be accountable for the 
treasury management function. As a result Sector Treasury has implemented a training 
programme for elected members (Appendix C). The panel is asked to comment on 
whether they feel such training would be beneficial.  
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9. Strategic Plan references 
 
9.1 No direct links. However, prudent treasury management underpins the budget required 

to deliver all Strategic Plan priorities. 
 
10. Publicity considerations 
 
10.1 Appendix B to the attached background paper is confidential. 
 
11. Financial implications 
 
11.1 The Central Loans and Investment Account (CLIA) comprises the Council’s borrowing 

costs and investment income. The CLIA is difficult to predict and can be affected by 
several factors. The majority of the Council’s debt is on fixed rates reflecting the longer-
term nature of the borrowing decisions. Investments are generally made for shorter 
periods, making returns more variable. This mix is generally more beneficial when 
interest rates are high or increasing. It is important to add that the exposure to interest 
rate movements is regularly monitored to minimise risks to changes in returns. 

 
11.2 The current projected outturn position for the CLIA is an adverse variance of £300k, with 

a significant risk of further deterioration. The adverse variance is primarily due to the low 
level of investment returns that are available, but also takes into account the impact of a 
technical adjustment with the Housing Revenue Account in respect of borrowing costs. 
The position is being kept under review. 

 
12. Risk Management implications 
 
12.1 Risk Management is essential to effective treasury management. The Council’s Treasury 

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

treasury management activities: 
• Liquidity. 
• Interest rates. 
• Exchange rates. 
• Inflation. 
• Credit and counterparty. 
• Refinancing. 
• Legal and regulatory. 
• Fraud, error and corruption, and contingency management. 
• Markets. 
 
13.  Other Standard References 
 
13.1 Having considered consultation, equality, diversity and human rights, health and safety 

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

 
Background Papers 
Appendix A: Economic Forecast 
Appendix B: Outstanding Temporary Investments 2009/10 (confidential) 
Appendix C: Sector Training for Elected Members 
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Finance and Audit Scrutiny Panel 
 

Item 

 15
 17 November 2009 
  
Report of Scrutiny Officer Author Robert Judd 

Tel.  282274 
Title Work Programme 2009-10 
Wards affected Not applicable 

 
 

This report sets out the rolling 2009/10 Work Programme for 
the Finance and Audit Scrutiny Panel  

 
 

1. Action Required 
 
1.1 The Panel is asked to consider and comment on the rolling 2009-10 work programme. 
 
2. Reason for Action 
 
2.1 This function forms part of the Panel’s Terms of Reference in the Constitution. 
 
3. Update to the work programme 
 
3.1 Capital Improvement Programme (Decent Homes) has been added to the agenda for 

the meeting on 23 February 2010, following agreement by the panel on 20 October 
2009.  

 
3.2 A progress update on the Free Freighter Service will be given to the panel at the 

meeting on 23 March 2010.  
 
4. Alternative Options  
 
4.1 This forms part of the Panel’s Terms of Reference in the Constitution, and there are 

no alternative options. 
 
5. Standard References  
 
5.1 There are no policy plan references or financial implications in this matter.  There are 

no equality, diversity or human rights issues in this matter and therefore no Equality 
Impact Assessment has been completed.  There is no health and safety, community 
safety or risk management implications in this matter.     

 
5.2 The work of the Finance and Audit Scrutiny Panel is a key function to ensure probity in 

financial, audit and risk management, and is in line with the aims of the strategic plan. 
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Finance and Audit Scrutiny Panel 
Incorporating Accounts and Regulatory Committee (A&R) 
WORK PROGRAMME 2009-10 (last updated 2 November 2009) 
 
 
To be scheduled  
1. Review of Firstsite:Newsite project and business plan – date to be arranged 
2. VFM review of Council funding to Firstsite, The Mercury and Arts Centre – date to be arranged 
3. Haven Gateway Funding – to be updated at soonest opportunity. 
 
 
 
30 June 2009 
1.  2007-08 Annual Audit and Inspection Letter (A&R) 
2.  2008-09 External Audit Report (A&R) 
3.  2008-09 Internal Audit Report (A&R) 
4.  Annual review of the Governance Framework and Statement (A&R) 
5.  2008-09 Annual Governance Statement (A&R) 
6.  Draft Annual Statement of Accounts (A&R) 
1.  2008-09 Revenue Expenditure pre-audit outturn (FASP) 
2.  2008-09 Capital pre audit outturn (FASP) 
 
28 July 2009 
 
1.  Annual Report on Treasury Management 
2.  2008-09 Risk Management Summary 
 
18 August 2009 
 
1.  2009-10 Financial Monitor, period April to June 
2.  2009-10 Capital Monitor   
 
22 September 2009 
1.  2009-10 Internal Audit Monitor, period April to June 

 2.  2009-10 External Audit Monitor, period April to June (no business to report) 
 3.  Annual Statement of Accounts (A&R) 
 4.  Office of High Steward (A&R) 
 5.  Review of Parking Services (Portfolio Holder and Head of Service to attend) 

 
20 October 2009 
 
1.  Report Publication of Audited Statement of Accounts (A&R) 
2.  Risk Management period April to September 
3.  Annual Business Continuity Progress report 
 
17 November 2009 
 
1.  Credit Union Funding (officers from ECC to attend) 
2.  2009-10 Internal Audit Monitor, period April to September 
3.  2009-10 Financial Monitor, period April to September 
4.  2009-10 Capital Monitor 
5.  2009-10 Treasury Management Monitor 
6.  Annual Governance Audit Report (A&R) 
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26 January 2010 
 
1.  2010-11 Budget Strategy  
2.  Treasury Management - Investment Strategy 
3.  Grounds Maintenance Contract(s) (Hd of Life Opportunities) 
4.  Use of Resources statement 2009 / Managing Performance (Executive Director) 
 
23 February 2010 
 
1.  Capital Improvement Programme (Decent Homes)*   
2.  Risk Management, period April to December 
3.  2009-10 Financial Monitor, period April to December 
4.  2009-10 Capital Monitor 
 
23 March 2010 
 
1.  2009-10 Internal Audit Monitor, period April to December 
2.  Annual Governance Statement briefing paper 
3.  Internal Audit Annual Plan 2010-11 
4.  Supplementary opinion audit plan 
5. Progress report on the Free Freighter Service – date to be arranged in 2010 
 
 
* The Head of Strategic Policy and Regeneration / Partnership and Performance Manager 
requested to provide the Cabinet report (21-Oct-09) with a progress update.    
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