CORPORATE RESOURCES OVERVIEW AND SCRUTINY COMMITTEE – SPECIAL MEETING

THURSDAY 29 JUNE 2006 AT 10.00 AM

PRESENT:

Councillor Stevenson (Chairman), Councillors Allison, Glover (as substitute for Councillor Mrs Bradley), Lishman, Mrs Styth and Warwick

ALSO

PRESENT:
Councillor Bloxham (Infrastructure and Environment Portfolio Holder)


Councillor Jefferson (Finance and Performance Management Portfolio Holder)


Councillor Mrs Prest (Sustainable Communities Portfolio Holder)

CROS.61/06
APOLOGIES FOR ABSENCE

Apologies for absence were submitted on behalf of Councillors Mrs Bradley, Mrs Fisher and Ms Quilter, and the Deputy Chief Executive.

CROS.62/06
DECLARATION OF INTEREST

Councillor Stevenson declared a personal interest in accordance with the Council’s Code of Conduct in respect of Agenda item A.6(c) – Willowholme Task and Finish Group because a conflict of interest may arise between his professional work and membership of that Group.

CROS.63/06
AGENDA

The Chairman suggested that, in future, Agendas for the Committee should include a Part C setting out reports which were submitted for information, but affording Members the opportunity to raise questions should they so wish (examples of such reports were items A.1 (c), (d), (e) and (f) on today’s Agenda).  That would allow the Committee to concentrate on those reports where scrutiny was required.

He asked that Officers liaise with the Head of Scrutiny and Emergency Planning as regards identification of such reports.  

A Member added that it would be important to ensure that such a course of action met with the requirements of the Council’s Constitution, which should be checked with the Director of Legal and Democratic Services.

RESOLVED – (1) That future Agenda for the Committee should include a Part C detailing “information reports”, subject to the Director of Legal and Democratic Services confirming that that course of action met with the requirements of the Council’s Constitution.

(2) That Officers be requested to liaise with the Head of Scrutiny and Emergency Planning as regards the identification of such reports.

CROS.64/06
2005/06 PROVISIONAL OUTTURN REPORTS

(a) General Fund Revenue Outturn 2005/06
The Head of Financial Services presented report FS.14/06 attaching a report summarising the 2005/06 provisional out-turn for the General Fund Revenue Services.

The out-turn showed that the net underspend for 2005/06, once committed expenditure totalling £1,739,653 was taken into account, was £84,170.

Details of the major variances, analysed between Directorates and prior to carry forward requests, were submitted.  Particular attention was drawn to - 

(i)  Several areas of income had generated less income than the revised budget for 2005/06 and Services would need to look more closely at the effect of price increases on demand and levels of income generated.  Deficits arising from those would be considered as part of the budget process.

(ii)  A Local Authority Business Growth Incentive Grant of £422,200 had been included in the 2005/06 revenue accounts as an actual receipt. That amount had been included in the carry forward figure to cover expenditure the City Council had already approved to take place and which would now occur during 2006/07.

A further cause for concern was energy and fuel increases, which were not budgeted for at the increased levels which arose in 2006/07, and would have to be met from within existing resources.  The 2007/08 budget process would also need to cover that issue.

The out-turn position for 2005/06 would inform the performance review of individual services which would see improved efficiency and scope for redirection of resources to priority areas.

The Head of Financial Services reported that the insurance flood claim was settled in May 2006 at a value in excess of £6.6m.  The total cost of the flood to the City Council was in excess of £7.9m and was the subject of a separate report to the meeting.

The Executive on 16 June 2006 had approved the net underspend for 2005/06 of £84,170 which included committed expenditure to be met in 2006/07 totalling £1,739,653; noted that the information contained in the report was provisional and subject to audit; and referred the report for consideration by this Committee.

In considering the matter, Members raised the following comments and observations –

1. A Member expressed concern as regards the size of the text contained in certain of the tables appended to the reports which was extremely small and difficult to read, and clearly affected Members’ ability to scrutinise the documentation.   She asked that that issue be addressed in future.


A Member added that it would be helpful if, in future, the annual budget was detailed against each line in the table so that Members could see underspends in the context of the actual budget.

The Director of Corporate Services undertook to take those points on board.  It was a question of degree as to how much information Members’ required.

2. In response to questions, the Director of Corporate Services confirmed that she did have delegated powers to approve carry forward requests where the expenditure was committed and the use of the resource was restricted to the purpose the budget was originally provided for.  The process was, however, transparent and Members could ask questions should they so wish.


Members further questioned whether any thought had been given to the imposition of time limits for carry forwards so that Officers would try to ensure that where expenditure was committed it was spent, and whether the Committee had a role in scrutinising the background to carry forward requests.

The Director replied that that was a point well made.  Officers were endeavouring to reduce the number of carry forwards as part of the overall performance management of the Authority.  It would be possible to impose time limits and performance issues could be picked up in the quarterly monitoring reports.

3. Certain Members indicated that they did not consider the level of carry forward requests to be unreasonable, which was a credit to Officers.  Clearly delays in certain schemes were outwith Officers’ control and they cautioned against devoting large amounts of time and effort into lowering those figures.


A Member asked how the percentage of carry forwards compared to other Local Authorities.

The Director replied that Local Authorities had differing procedures and so she did not know how the City Council compared.  A lot of time and effort had been devoted to that area of work and there were very good reasons for monies not being spent.

4. In response to a question, the Director stated that the virement rules were strict, the limit for Officers being £30,000.

RESOLVED – That the comments of the Committee as outlined at 1 – 4 above be forwarded to the Executive for consideration in relation to the Provisional General Fund Revenue Outturn 2005/06.

(b) Capital Outturn 2005/06 and Revised Capital Programme 2006/07
The Head of Financial Services presented Report FS.15/06 attaching a report which summarised the 2005/06 provisional out-turn for the Council's Capital Programme and provided details of the revised Capital Programme for 2006/07.

The Head of Financial Services outlined the key points of note for the Committee, including the powers delegated to the Director of Corporate Services to approve carry forward requests; that the regular capital budget monitoring summaries had consistently indicated a considerable level of underspend that would entail a carry forward request; steps being taken to strengthen the Capital Projects Board; an explanation of variances; the financing of the capital programme for 2005/06 and the revised Capital Programme for 2006/07 totalling £13,153,400 as detailed at Appendix 2 to the report.

The decision of the Executive on 16 June 2006 in response to the report was –

1.  That the Executive - 

(a)  noted the 2005/06 outturn, as detailed in Appendix 1 to Report FS.15/06;

(b)  agreed the revised programme for 2006/07, as detailed in Appendix 2 to Report FS.15/06, for recommendation to the City Council on 18 July 2006;

(c)  noted that the information contained in Report FS.15/06 was provisional and subject to the formal audit process;

(d)  approved the virement of £40,000 from the Civic Centre flood recovery budget previously approved at £235,000 to fund works at Bousteads Grassing in 2005/06 and also approved the virement of £10,000 from the same budget in 2006/07 to fund other betterment work for Botcherby Community Centre not covered by either Bellwin or Insurance.

2.  That the report be referred for consideration to the Corporate Resources Overview and Scrutiny Committee.

Discussion arose, during which Members raised the following questions and issues –

(i) In response to questions, the Director of Corporate Services explained that the work of the Capital Projects Board had not advanced as far as had been expected. The role and membership of the Group was currently under review and it was important to extend its remit beyond finance.  A technical Officer was designated to every contract and would report progress to the Capital Projects Board.

Members asked that a report on progress with the Capital Projects Board be submitted to a future meeting of the Committee.

(ii) A Member questioned the mechanisms in place as regards the Preserved Right to Buy receipts to ensure that a clear vision existed on how those monies had been spent to enhance the life of people in the City.

The Director replied that the receipts were included as part of the Council’s overall capital resources.   Receipts were to be used on capital projects that met the definition of sustainable communities which was very wide.  In terms of the level of receipts anticipated, Officers needed to work with Carlisle Housing Association with a view to improving projections which fed into the Council’s financial planning process.  

RESOLVED – (1) That the comments of the Committee as outlined at (i) and (ii) above be forwarded to the Executive for consideration in relation to the Provisional Capital Outturn 2005/06 and Revised Capital Programme 2006/07.

(2) That the Director of Corporate Services be requested to report to a future meeting of the Committee on progress with the Capital Projects Board.

(c) Treasury Management Outturn 2005/06
The Director of Corporate Services submitted Report FS.16/06 providing:

(i) the annual report on Treasury Management as required under both the Council's Financial Procedure Rules and the CIPFA Code of Practice on Treasury Management;

(ii) a report on Treasury Transactions.

The Executive on 16 June 2006 had resolved that the report be received and noted as the Annual Report on Treasury Management required under the CIPFA Code of Practice which was incorporated within the City Council’s Constitution.

RESOLVED – That the position be noted and the report be included in Part C for information in future.

(d) Elected Members’ Allowances – Provisional Outturn 2005/06
The Head of Personnel and Development submitted Report PPP.29/06 indicating that £330,786 had been paid in allowances to individual Members as part of the Members' Allowances Scheme for 2005/06. There had been an overspend of £5,486 on that budget in 2005/06.

This was the second year running that the Budget was overspent and was due to the good take up of Member training leading to an increase in travel and subsistence allowances payable to Members.

There were also likely to be further calls on that Budget in 2006/07 following the decision to establish an Audit Committee for which the Chairman would be entitled to a special responsibility allowance and the number of co-opted members on the Standards Committee and the Independent Remuneration Panel who were entitled to receive certain allowances for attending meetings.

The decision of the Executive on 16 June 2006 was that - 

1. That the report be received and it be noted that there had been an overall overspend of £5,486 on Members' Allowances in 2005/06.

2.  That the Executive would review the level of budget required for Members' Allowances as part of the Budget setting process.

RESOLVED – That the position be noted and the report be included in Part C for information in future.

(e) Provisional Outturn Position 2005/06 for Council Tax and National Non-Domestic Rates 
The Director of Corporate Services submitted Report RB.2/06 detailing the provisional out-turn for 2005/06 in respect of Council Tax and National Non-Domestic Rates (NNDR). The estimated outturn suggested that a collection rate of 99% on Council Tax and 98.7% on NNDR would eventually be achieved in respect of the 2005/06 liability.

In 2005/06, the Government introduced the Small Business Rate Relief scheme to assist the rate burdens of small businesses.  Take up had been disappointing and potential qualifiers would be targeted once again in attempt to maximise take up under the scheme.

Overall, the provisional outturn suggested the best ever year in administering Council Tax and steady improvement in NNDR collection, especially when it was considered that very considerable key staff resources had to be targeted at recovering Council Tax and Business Rates administration after the flood and assisting flooded householders on Council Tax and NNDR issues.

The Executive on 16 June 2006 had congratulated staff in achieving such a good performance on Council Tax and NNDR collection in 2005/06, and had noted the provisional outturn position at 31 March 2006. 

RESOLVED – That the position be noted and the report be included in Part C for information in future.

(f) The January 2006 Floods – Final Outturn
The Director of Corporate Services submitted Report FS.19/06 detailing the final outcome of the insurance claim following the January 2005 floods and also setting out the overall cost of the floods to the City Council.

The Insurance Claim

- A level of excess of £36,000 had been borne by the City Council.

- A specialist loss adjuster had been engaged by the City Council to provide expert advice and represent the interests of the Authority in dealings with the Insurers and their Loss Adjusters.

- Final settlement had been agreed on 3 May 2006 at a gross cost of £6.7m.

- There were outstanding issues in relation to Civic Centre building work, remedial work at the Sheepmount and a programme of depot improvements and the rationalisation of facilities.  Some elements of the insurance settlement would need to be carried forward into 2006/07 to meet these remaining commitments.

- Approximately £360,000 had been received in indemnity settlements for part of the contents claim for lost assets which would not necessarily be replaced or replaced in a different way.  That sum had yet to be allocated to services.  The Director recommended that that sum be retained and carried forward into 2006/07 to meet any remaining commitments arising out of the flood should the sums retained in the buildings provision not be sufficient.

Bellwin Claim

- The Bellwin Scheme of Emergency Assistance to Local Authorities operated by the Office of the Deputy Prime Minister was the second source of funding available to meet the costs of the flood and its aftermath.  Payments related to work in dealing with emergencies not covered by insurance.  The City Council had to fund the first £27,000 of any claim plus 15% of any expenditure over and above that threshold.  The final payment under the Scheme totalled £409,872 compared to expenditure based on net approved costs of £509,429.  The balance of £99,557 had been funded by the City Council.

City Council Funded Costs

The sum of £1.07m had been set aside following the flood to meet any costs  which would not be covered by either insurance or Bellwin.  A breakdown of expenditure was submitted totalling £866,115.

City Council Insurances in 2006/07

Agreement has been reached with St Paul Travelers for the renewal of all insurances from 1 May 2006 for a further twelve months.

A revaluation of the Council's property portfolio was being undertaken for insurance purposes and the final figures awaited.  It was not, therefore, possible to report on the final cost of the Council's insurances for 2006/07.  A further report with this information would be submitted to the Executive on 31 July 2006.

The Executive on 16 June 2006 had decided – 

1.  That the report on the outturn of the insurance claim following the January 2005 flood be noted and provisions be retained in 2006/07 to meet the estimated remaining balance of expenditure on the Civic Centre, the Sheepmount and any other outstanding building works.

2.  That the balance of monies on the contents claim estimated at £360,000 be held as a contingency pending final completion of the building works and, if not required for that purpose, be reviewed as part of the 2007/08 Budget process.

3.  That the position on the renewal of the Authority's insurances for 2006/07 be noted and the final costs reported to the 31 July 2006 meeting of the Executive.

4.  The Executive noted and approved the expenditure incurred in 2005/06 on the October 2005 flood amounting to £45,696 be charged against the £1.07m set aside for flood recovery.

RESOLVED – That the position be noted.

CROS.65/06
DRAFT MEDIUM TERM FINANCIAL PLAN 2007/08 TO 2009/10

The Director of Corporate Services presented Report FS.12/06 enclosing the City Council's draft Medium Term Financial Plan for the period 2007/08 to 2009/10.

The Plan linked the key aims and objectives of the Council, as contained in the Corporate Plan, to the availability of resources, enabling the City Council to prioritise the allocation of resources to best meet overall aims and objectives.

The Director added that following the 2004/05 Accounts going through Council that night figures would change (although not significantly).  There was a need to strengthen links between plans and resources, which was being done and would be picked up in the Use of Resources judgement.  Work would also be undertaken to ensure that all Strategies and Plans aligned with the Financial Plan.  The Council would receive details of its Government Grant Settlement for the next three years around December time which would make budget forecasting somewhat easier than in the past.

The Executive on 16 June 2006 had approved the Draft Medium Term Financial Plan for the period 2007/08 to 2009/10 as the basis for consultation with this Committee.

In considering the report, Members raised the following questions and issues –

(a) A Member noted that the major cause of the potential shortfall in the Council’s budgets from 2007/08 was the estimated impact of the Pay and Workforce Strategy and that £1m had been set aside to address the same.  He questioned whether any better indication of the impact existed and whether £1m would be adequate.

Another Member asked whether any other uncertainties existed.

In response, the Director advised that the Pay and Workforce Strategy was the main issue and it was very difficult to estimate its impact which clearly was a risk to the Council.  Senior Management Team had been tasked to ensure that the risk was minimised.

(b) A Member referred to property rental, noting that a maximum of £200,000 per annum had been earmarked for investment in Industrial Estates.   She stated that the Committee had been tasked with scrutinising Industrial Estates which was high on the Council’s agenda. There would be little point in carrying out such work if a commitment did not exist to allow sufficient funding for the same.

The Director replied that in addition to the £200,000 per annum for day to day repairs, £2.1m was included in the Asset Investment Reserve (£1.1m for industrial estates and £1m for strategic property purchase).  

She undertook to amend the report to clarify the position and to let the member have a written note on the position.

(c) A Member noted that the current projection for Government Grants for the financial years 2008/09 – 2009/10 was for an increase of 2.5% per annum.  He questioned its effect, bearing in mind a Council Tax capping increase maximum of 5%.

The Director replied that increases of that level would lead to a shortfall in overall Council funding as the increase would barely keep pace with the level of expenditure commitments.  It would, therefore, be necessary for Officers to bring forward savings proposals.

(d) A Member referred to fees and charges for services, noting that the current policy was to increase charges for discretionary services by 1% above inflation.  He questioned how the shortfall in car parking revenue for example would impact thereon.

The Director stated that increasing some charges by a target of 1% above inflation constituted a risk and Charges Review Reports would require to be very detailed in future as to how that increase might be achieved.  If it proved to be unrealistic there would be no point in including a figure of 1% within the Budget and offsetting efficiencies would need to be made.

(e) In response to a question, the Treasury and Insurance Manager outlined the process used to forecast Investment Income accruing to the Council.  Officers would use the forecast base rate for the next twelve months as advised at the time of the budget preparation as a basis for income projections.

(f) A Member referred to the Gershon efficiency targets set by Government noting that, although the original efficiency exercise 2005/06 to 2007/08 was proceeding well, the need to provide ongoing efficiencies would continue.  He questioned how realistic that would be without resulting in job losses.

The Director replied that efficiencies had been achieved over the three year period and the latest return showed that the Council remained on target.

(g) A Member questioned whether Officers were aware of any major policy changes which may affect the budget.

The Director replied that the Corporate Plan was under review and any changes would come forward through that process.

RESOLVED – That the comments of the Committee as outlined at (a) – (g) above be forwarded to the Executive for consideration in relation to the Draft Medium Term Financial Plan 2007/08 to 2009-10.

CROS.66/06
DRAFT CORPORATE CHARGING POLICY 2007/08 TO 2009/10

The Director of Corporate Services submitted Report FS.11/06 enclosing the City Council's draft Corporate Charging Policy for the period 2007/08 to 2009/10.  The Policy was a key document for the City Council providing guidance on the Council's corporate approach to charging for services.

The Executive on 16 June 2006 had approved the draft Corporate Charging Policy for 2007/08 to 2009/10 as the basis for consultation with this Committee.

A Member commented that at its introduction the Corporate Charging Policy had been correct and had worked well.  However, issues such as car parking charges now had an impact and it would perhaps be timely for the Executive to revisit the policy to determine its viability.

Another Member added that factors such as the number of people coming into the City, including tourists, would impact upon the Car Parking income generated.

In response, the Director of Community Services reported that the review of charges would include a range of factors e.g. the impact of the take up of the Concessionary Fares Scheme.

RESOLVED – That the Committee recommends that the Executive review the Corporate Charging Policy for 2007/08 – 2009/10, giving particular consideration to the impact of issues such as car parking charges. 

CROS.67/06
DRAFT CAPITAL STRATEGY 2007/08 TO 2009/10

The Director of Corporate Services submitted Report FS.13/06 enclosing a draft Capital Strategy to direct the Council's Capital Programme and resources for 2007/08 to 2009/10.  The guidance in the draft Strategy complemented and supplemented the Medium Term Financial Plan.

The Executive on 16 June 2006 had approved the draft Capital Strategy for 2007/08 to 2009/10 as the basis for consultation with this Committee.

In considering the report, Members raised the following questions and comments –

(a) Referring to Capital Receipts, a Member noted that it was anticipated that a further £1m would be received in 2006/07 from the first phase of the Raffles housing development.  He questioned whether any formal contractual arrangements existed in that regard.

The Head of Property Services advised that it was forecast that the Raffles development would contribute a further estimated £500,000 per annum from 2007/08 for the next 13 years.  The second phase of Lovells Agreement should be signed over within the next few weeks.

The Council was in the process of selling other surplus assets, and taking advantage of opportunist deals as they came along.  Much was dependent upon planning permission and property markets.  He considered that the Raffles development had been a real success story.

(b) Referring to capital projects, a Member expressed concern that the Council may be left with a shortfall after 2009 when the Projects Reserve expired.

In response, the Director of Corporate Services advised that amounts set aside from the Projects Reserve included estimated provisions relating to the Pay and Workforce Strategy and it had been necessary to do so in order to produce a balanced budget.  However, Officers had been tasked to investigate how the potential impact of the Pay and Workforce Strategy could be contained within available resources and, if that was achieved, the amount set aside on the reserve would not be fully required.  Budget forecasting was, however, getting better as a consequence of which the Projects Reserve would reduce over time as there were less underspends at the year end.  Clearly there would be pressure on the Capital Programme and the way forward for large capital projects would be via partnership working.

(c) In response to a question on Right to Buy Receipts, the Treasury and Insurance Manager advised that Carlisle Housing Association had sold many more houses than they had expected to since the Association had been established and, as a result, the sums accruing to the City Council under the PRTB agreement had exceeded expectations.  The agreement lasted until 2018 although the percentage of each qualifying sale accruing to the Council would gradually fall during that period.

(d) A Member referred to the sale of an area of land at Lowry Hill and questioned whether that had been included in the list of surplus assets previously identified, and where scrutiny fitted into such decisions.

The Head of Property Services reported that that particular item had not been included on the list.  The Executive had considered reports on the matter and had taken the opportunity to dispose of the land in question. 

(e) Referring to the Capital Programme, a Member noted that to date no account had been taken of any future aspirations for schemes such as Tullie House, Sports Development and Renaissance, etc.  She queried whether there was an intention to discuss what was required.

The Director replied that this was a starting point and reports would be forthcoming throughout the budget cycle should such schemes come forward and be reflected in the final programme if agreed. 

(f) In response to a question, the Head of Property Services advised that the Executive would on 3 July 2006 consider a report on the transfer of land for the Carlisle Northern Development Route.  That report was coming to the next meeting of the Committee.

RESOLVED – That the comments of the Committee as outlined at (a) – (f) above be forwarded to the Executive for consideration in relation to the Draft Capital Strategy 2007/08 to 2009/10.

CROS.68/06
DRAFT ASSET MANAGEMENT PLAN 

The Head of Property Services presented Report DS.39/06 enclosing a draft Asset Management Plan for 2006 - 2011 which had been reviewed in the light of Government guidance.

Mr Atkinson outlined the changes since the previous Plan.  He further advised that, although he was leaving the Authority, he had prepared a report on the business case for the Asset Review.

The Executive on 16 June 2006 had decided – 

1. To approve the draft Asset Management Plan in principle in order for it to proceed to consultation, including consideration by the Corporate Resources Overview and Scrutiny Committee.

2.  That the programme for repairs and associated works to the industrial estates be noted and £200,000 from the Asset Investment Fund be released to fund the work.

RESOLVED – That the Executive be advised that the Committee welcomed the format of draft Asset Management Plan and supported the same, subject to the asset related comments made by Members elsewhere on the Agenda being reflected and the budget tables being clarified accordingly. 

CROS.69/06
SUBJECT REVIEWS

(a) Asset Management
The Head of Scrutiny and Emergency Planning Services drew attention to Minute Excerpt CROS.53/06 detailing the Committee’s discussions at its meeting on 15 June 2006 on the issue of the Asset Management Subject Review.

Mr Mallinson had, as requested, pursued the issue of Officer support for the Asset Review with the Head of Property and Mr Atkinson was preparing a document detailing the work undertaken to date which could be submitted to the next meeting of the Committee.

RESOLVED – That the Committee looked forward to the submission of a report to its next meeting from the Head of Property Services detailing work undertaken to date on the Asset Review. 

(b) Other Review Work
There was submitted Excerpt from the Minutes of the Executive on 12 June 2006 (EX.120/06) requesting that the Committee arrange for policy development work to be conducted in order to inform the City Council’s strategic thinking about Shared Services.

RESOLVED – That the Executive be advised that the Committee is agreeable to undertaking policy development work in order to inform the City Council’s strategic thinking about Shared Services, and that the Committee will report back to a future meeting of the Executive.

(c) Willowholme Task and Finish Group
Councillor Stevenson, having declared a personal interest, remained within the meeting room for this item of business.

Pursuant to Minute CROS.59/06, Councillor Stevenson reported that he considered that a conflict of interest would arise between his professional work and that of the Willowholme Task and Finish Group.  He would therefore take no further part in the Willowholme Task and Finish Group.

In those circumstances Councillor Stevenson suggested that Councillor Mrs Fisher be nominated to replace him on the Task and Finish Group.

RESOLVED – (1) That it be placed on record that Councillor Stevenson would take no further part in the Willowholme Task and Finish Group.

(2) That Councillor Mrs Fisher be nominated to serve on the Task and Finish Group in place of Councillor Stevenson.

[The meeting ended at 11.20 am]

