Notice of meeting and agenda

Finance and Resources Committee

10.00am, Thursday 24 September 2015
Dean of Guild Court Room, City Chambers, High Street, Edinburgh

This is a public meeting and members of the public are welcome to attend

Contact

Email: veronica.macmillan@edinburgh.gov.uk /laura.millar2@edinburgh.gov.uk

Tel: 0131 529 4283 /0131 529 4319
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1. Order of business
1.1 Including any notices of motion and any other items of business submitted as
urgent for consideration at the meeting.
2. Declaration of interests
2.1  Members should declare any financial and non-financial interests they have in
the items of business for consideration, identifying the relevant agenda item and
the nature of their interest.
3. Deputations
3.1 Deputation Request from Bridgend Inspiring Growth in regards to Item 7.1 —
Bridgend Farmhouse and Steadings: Disposal Update — e-mail request
(circulated)
4, Minutes
4.1  Minutes of the Meeting of 27 August 2015 (circulated)
5. Business Bulletin
5.1 Finance and Resources Committee Business Bulletin — none.
6. Forward Planning
6.1 Finance and Resources Committee Key Decisions Forward Plan (circulated)
6.2 Finance and Resources Committee Rolling Actions Log (circulated)
7. Executive decisions
7.1 Bridgend Farmhouse and Steadings: Update — report by the Acting Director of
Services for Communities (circulated)
7.2  Transformation Programme: Property and Asset Management Strategy - report by
the Deputy Chief Executive (circulated)
7.3  2016/20 Revenue and Capital Budget Framework - report by the Deputy Chief
Executive (circulated)
7.4  Managing Workforce Change — report by the Deputy Chief Executive (circulated)
7.5 Property Conservation — Programme Momentum Progress Report - report by

Deputy Chief Executive (circulated)



7.6

7.7

7.8

7.9

7.10

7.11

7.12

7.13

7.14

7.15

7.16

7.17

7.18

7.19

Consultants Costs 2014/15 — report by the Deputy Chief Executive (circulated)

Commercial Excellence Programme — Update and Annual Review of the Council’s
Commercial and Procurement Strategy - report by the Deputy Chief Executive
(circulated)

Common Good Annual Performance 2014/15 — report by the Deputy Chief
Executive (circulated)

City of Edinburgh Council - Report to those Charged with Governance on the
2014/15 Audit — report by the Deputy Chief Executive (to follow)

The City of Edinburgh Council Charitable Trusts — Report to those Charged with
Governance on the 2014/15 Audit — report by the Deputy Chief Executive
(circulated)

Provision of External Offsite Revenues and Benefits Processing — Award of
Contract — report by the Deputy Chief Executive (circulated)

Contracts Awarded under Delegated Authority (Waiver Reports) and Procurement
Activity - report by the Deputy Chief Executive (circulated)

Zero Contract Hours — External Contractors - report by the Deputy Chief
Executive (circulated)

Review of Events in Relation to Ownership of Parliament House in 2005/6 —
referral report from the Governance, Risk and Best Value Committee (circulated)

Health and Social Care Integration: Update — report by the Chief Social Work
Officer (circulated)

Health and Social Care 2015/16 Revenue Budget — Action Plan Update — report
by the Chief Social Work Officer (circulated)

Review of Tenant Participation Services Procurement Options — referral report
from the Health, Social Care and Housing Committee (circulated)

Mental Health and Wellbeing Consultation Feedback and Proposed
Commissioning Plan 2016-2017 — referral report from the Health, Social Care and
Housing Committee (circulated)

Community Transport — Development of a Public Social Partnership — report by
the Acting Director of Services for Communities (circulated)



7.20 Construction Professional Services Framework Agreement — Award of Contract -
report by the Acting Director of Services for Communities (circulated)

7.21 Receipt and Processing of Dry Recyclable Materials from Kerbside and
Communal Collections - report by the Acting Director of Services for Communities
(circulated)

7.22 Supply and Delivery of Kerbside Recycling Refuse Collection Vehicles — report by
the Acting Director of Services for Communities (circulated)

7.23 Liberton High School Extension — Award of Contract — report by the Executive
Director of Families and Communities (circulated)

8. Routine decisions

8.1 None

0. Motions

9.1 Ifany

Carol Campbell
Head of Legal, Risk and Compliance

Committee Members

Councillors Rankin (Convener), Bill Cook (Vice-Convener), Corbett, Dixon, Edie,
Godzik, Griffiths, Bill Henderson, Ricky Henderson, Jackson, McVey, Walker, Whyte,
Burns,(ex officio) and Howat (ex officio).

Information about the Finance and Resources Committee

The Finance and Resources Committee consists of 15 Councillors and is appointed by
the City of Edinburgh Council. The Finance and Resources Committee usually meets
every four weeks.

The Finance and Resources Committee usually meets in the Dean of Guild Court
Room in the City Chambers on the High Street in Edinburgh. There is a seated public
gallery and the meeting is open to all members of the public.



Further information

If you have any questions about the agenda or meeting arrangements, please contact
Veronica MacMillan or Laura Millar, Committee Services, City of Edinburgh Council,
Business Centre 2.1, Waverley Court, 4 East Market Street, Edinburgh EH8 8BG, Tel
0131 529 4283 / 0131 529 4319 or e-mail veronica.macmillan@edinburgh.gov.uk /
laura.millar2@edinburgh.gov.uk

A copy of the agenda and papers for this meeting will be available for inspection prior
to the meeting at the main reception office, City Chambers, High Street, Edinburgh.

The agenda, minutes and public reports for this meeting and all the main Council
committees can be viewed online by going to www.edinburgh.gov.uk/meetings

For the remaining items of business likely to be considered in private, see separate
agenda.

Webcasting of Council meetings

Please note: this meeting may be filmed for live and subsequent broadcast via the
Council’s internet site — at the start of the meeting the Convener will confirm if all or part
of the meeting is being filmed.

You should be aware that the Council is a Data Controller under the Data Protection
Act 1998. Data collected during this webcast will be retained in accordance with the
Council’s published policy including, but not limited to, for the purpose of keeping

historical records and making those records available via the Council’s internet site.

Generally the public seating areas will not be filmed. However, by entering the Council
Chamber and using the public seating area, you are consenting to being filmed and to
the use and storage of those images and sound recordings and any information
pertaining to you contained in them for web casting and training purposes and for the
purpose of keeping historical records and making those records available to the public.

Any information presented by you to the Council at a meeting, in a deputation or
otherwise, in addition to forming part of a webcast that will be held as a historical
record, will also be held and used by the Council in connection with the relevant matter
until that matter is decided or otherwise resolved (including any potential appeals and
other connected processes). Thereafter, that information will continue to be held as
part of the historical record in accordance with the paragraphs above.

If you have any queries regarding this, and, in particular, if you believe that use and/or
storage of any particular information would cause, or be likely to cause, substantial
damage or distress to any individual, please contact Committee Services on 0131 529
4105 or committee.services@edinburgh.gov.uk .
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From: Bridge End Item 3.1
Sent: 09 September 2015 01:08

To: Veronica Macmillan

Subject: Deputation to Finance and Resources Committee (September24th)

HI Veronica,

This is Will here from Bridgend Inspiring Growth re the Bridgend Farmhouse item on the
forthcoming Finance and Resources committee.

We spoke a few weeks back about requesting a deputation at this committee. Could we
officially request one please?

I wanted to check how many people were allowed on the deputation? We have discussed this
now as a board and were hoping to have two giving a presentation and then four in total to
answer questions as we thought you could have up to four people. Is that correct or not?
Names of people presenting will be Will Golding and Anna Danby.

If you can confirm to me the total number than I can confirm other names at that point.

Also, if all okay, can we still send an updated short report to send round the committee as
long as it's before 5pm on the day before?

Kind regards
Will Golding

Bridgend Inspiring Growth
Farmhouse Renovation Group



Item 4.1 - Minutes

Finance and Resources Committee
10.00am, Thursday, 4 June 2015

Present
Councillors Rankin (Convener), Bill Cook (Vice-Convener), Corbett, Dixon, Edie,

Gardner (substituting for Councillor Walker), Godzik, Griffiths, Ricky Henderson, Howat,
Jackson, McVey and Rose (substituting for Councillor Whyte).

1(a) Deputation: Mappin Consulting on behalf of Holyrood Park
Distillery - Proposed 25 year Lease of the Engine Shed, 19 St
Leonard’s Lane, Edinburgh

The Committee agreed to hear a deputation from Gary Mappin, Rodd Carpenter and
David Robertson of the Holyrood Park Distillery.

The main points raised by the deputation were:

e The proposal to create a malt whisky distillery would support the local economy by
promoting whisky tourism in Edinburgh.

e To alleviate any financial risk to the Council, the Holyrood Park Distillery would pay
rent for the Engine Shed from September whilst applying for planning permission.

e The Deputation intended to hold a weekly market in the courtyard which would
support local businesses.

e The Distillery would provide apprenticeships, training and employment opportunities
in the local area.

e The deputation carried out two surveys on visitors to Edinburgh and found that over
forty per cent of respondents said they would be interested in visiting a distillery in
the city.

e There has been an upsurge in small, city centre whisky distilleries such as those in
London and New York. Edinburgh, as the capital of Scotland would be keeping up
with this trend.

The Convener thanked the Deputation for their presentations and invited them to
remain for the Committee’s consideration of the report by the Acting Director of
Services for Communities.

*€EDINBVRGH:
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1(b) Deputation: Rivers Centre Public Social Partnership and Carr
Gomm - Proposed 25 year Lease of the Engine Shed, 19 St
Leonard’s Lane, Edinburgh

The Committee agreed to hear a deputation from Claire Fyvie, Andrew Thomson,
Debra Ridell and Eleanor Cunningham of Rivers Centre Public Social Partnership, Carr
Gomm, Breadshare and the Edinburgh Larder.

The main points raised by the deputation were:

e The current service provided for victims of trauma was a lottery. On average, it
would take a patient seven years from the date of trauma to be seen by staff at the
River Centre. The deputation aimed to join-up services to allow faster access to the
support and services offered by the Rivers Centre.

e There were 25 local community partners including Council provided services
involved in submitting the bid.

e Early intervention for people that had experienced trauma was key. The partnership
would like to embed trauma services in the community and work in a radically
different way and would require a suitable property to do this.

e Twenty seven new jobs — nineteen full time equivalent jobs would be created across
the Health and Social Care Sector. One hundred and twenty training opportunities
would also be created.

e The deputation’s proposal fitted with the Health and Social Care Integration model.

¢ No planning permission would be required as there were no changes to the building
necessary.

The Convener thanked the Deputation for their presentations and invited them to
remain for the Committee’s consideration of the report by the Acting Director of
Services for Communities.

2. Proposed 25 year Lease of the Engine Shed, 19 St Leonard’s
Lane, Edinburgh

The Committee considered a report which sought approval to grant a new 25 year
lease of the Engine Shed at an annual rent of £65,000.

Motion

1) To approve the grant of a 25 year lease to Newmake Limited, on the terms outlined
in the report, and on the other terms and conditions to be agreed by the Acting
Director of Services for Communities.

2) To request that officers from Corporate Property work alongside the Rivers Centre
Public Social Partnership/Carr Gomm to identify alternative accommodation and to
report the outcome back to Committee.

- Moved by Councillor Rankin, seconded by Councillor Cook.
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Amendment 1

1) To recognise the significant community and social benefits associated with the
Carr Gomm bid in 2.6 and acknowledge greater continuity of use for a well-loved
building in the neighbourhood.

2) To agree to grant the lease to Carr Gomm and partner bodies on the terms
outlined in the report and to delegate to the Director of Services for Communities
negotiation of further terms and conditions which enhance the Engine Shed as a
community asset and provide good value to the council as owner.

- Moved by Councillor Corbett, seconded by Councillor Edie.
Amendment 2

To agree, in light of changes or potential changes in the circumstances of various
bidders, to re-advertise the Engine Shed for rent at the earliest opportunity.

- Moved by Councillor Rose, seconded by Councillor Jackson.

Voting

- For the motion -8
- For amendment 1 -2
- For amendment 2 -2
Decision

To approve the motion by Councillor Rankin.
Declaration of Interest

Councillor Ricky Henderson declared a financial interest as a non-Executive Director of
NHS Lothian.

(Reference — report by the Acting Director of Services for Communities, submitted.)

3. Deputation: Unison and Unite - CEC Transformation
Programme: Progress Update

The Committee agreed to hear a deputation from Gerry Stovin of Unison and Peter
Lawson of Unite.

The main points raised by the deputation were:

e There was concern about the plans to accelerate the Transformation Programme
over a three year period instead of a five year period.

e Staff felt uncertain due to extensive consultation but could see no real change.

e Concerns were also raised that the nine hundred and fifty reduction in staff that was
reported did not include potential further staff cuts that would be created by changes
within Asset Management.

e There was a fear that the Asset Management Strategy report which would be
brought to the Finance and Resources Committee in September 2015 would
recommend moving towards outsourcing and privatisation.
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e Council paid up to £75 million from the revenue budget in interest on loans they had
taken out, with a proportion of this going to the Treasury. This money would be
better spent on local services.

e Options for restructuring debt within the local authority should be considered, which
included zero interest on loans.

The Convener thanked the Deputation for their presentation and invited them to remain
for the Committee’s consideration of the report by the Chief Operating Officer and
Deputy Chief Executive.

4. CEC Transformation Programme: Progress Update

Committee considered a report which provided a consolidated update of the Council
Transformation Programme. Contained within the report were key challenges and
identified mitigations, management information and the implementation plan.

Decision

1) To welcome the accelerated programme plan and savings profile for the core
Transformation plan, as set out in Appendix 1 of the report.

2) To note that stop/reduce and service prioritisation proposals would be integrated
within the core programme in order to create one cohesive cost reduction and
Transformation Programme, which would be designed to align with the Council’s
strategic planning framework and simplify the execution of the plan.

3) To note the alignment of the Health and Social Care Integration work with the
Transformation Programme to ensure savings in both support and front line service
provision were maximised and operational efficiencies were achieved.

4) To note the revised governance arrangements as set out from paragraph 3.18 of
the report and approve that future bi-monthly reporting would be through the
Finance and Resources Committee.

5) To note that the Asset Management Strategy business case was finalised and this
would be presented to the Finance and Resources Committee on 24 September
2015.

6) To note the progress across the programme as set out in the workstream updates
and the Activity Analysis Report attached as Appendix 2 of the report.

7) To refer the report to the Governance, Risk and Best Value Committee for
consideration.

(References — Act of Council (No 3), 25 June 2015; report by the Deputy Chief
Executive, submitted.)

5. Minutes

Decision

To approve the minute of the Finance and Resources Committee of 4 June 2015 as a
correct record.
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6.

Business Bulletin

The Finance and Resources Committee Business Bulletin for 27 August 2015 was
presented.

Decision

To note the Business Bulletin.

(Reference - Finance and Resources Committee Business Bulletin, 27 August 2015,
submitted.)

7.

Key Decisions Forward Plan

The Finance and Resources Committee Key Decisions Forward Plan from 27 August
2015 to 24 September 2015 was presented.

Decision

To note the Key Decisions Forward Plan from 27 August 2015 to 24 September 2015.

(Reference — Finance and Resources Committee Key Decisions Forward Plan, 27
August 2015 to 24 September 2015, submitted.)

8.

Rolling Actions Log

The Finance and Resources Committee Rolling Actions Log for 29 August 2013 to 4
June 2015 was submitted.

Decision

To note the Rolling Actions Log.
(Reference — Rolling Actions Log, 29 August 2013 to 4 June 2015, submitted.)

9.

Health and Social Care Integration - Update

Committee considered an update report on the integration of Council Social Care
functions with NHS Lothian health functions.

Decision

1)

2)
3)

4)

To note the Edinburgh Integration Joint Board (EIJB) was established in law and
met for the first time on 17 July 2015.

To note the likely changes to Health, Social Care and Housing Committee remit.

To note the Edinburgh Integration Joint Board Draft Strategic Plan would be
consulted upon between August 2015 and October 2015 and that the Council was a
key consultee.

To note the linkages to the Council’'s Transformation Programme.

Declarations of Interest

Councillors Edie and Ricky Henderson declared financial interests as Chair of the Care
Inspectorate and as a non-Executive Director of NHS Lothian, respectively.

Finance and Resources Committee — 27 August 2015 Page 5



(References — Finance and Resources, 13 May 2015 (item 9); report by the Chief
Social Work Officer, submitted.)

10. Health and Social Care 2015/16 Revenue Budget — Action Plan
Update

Details were provided on the projected month three revenue monitoring position for
Health and Social Care. Corporate savings of £5 million had been identified with
instruction from the Chief Executive to find a further £4.8 million, which would reduce
the overspend to £1.4 million.

Decision

1) To note the 2015/16 budget position for Health and Social Care as set out in the
report.

2) To note the Health and Social Care Budget Action Plan, detailed at Appendix 1 of
the report describing actions taken and in hand.

3) To note that the Budget Action Plan sat within a wider strategic transformation
programme in Health and Social Care intended to underpin longer term financial
sustainability.

4) To note the update from the Chief Executive on corporate support to Health and
Social Care.

5) To agree to refer the report to the Health, Social Care and Housing Committee for
information.

Declarations of Interest
Councillor Edie declared a financial interest as Chair of the Care Inspectorate.

(References — Finance and Resources Committee, 4 June 2015 (item 2); report by the
Chief Social Work Officer, submitted.)

11. Revenue Monitoring Report 2015/15 — Outturn Report

Committee considered details of the provisional 2014/15 outturn position for the
Council based on the unaudited financial statements, which showed an overall under-
spend of £0.519 million.

Decision

1) To note the contents of the report and the provisional revenue underspend of
£0.519 million for the year ended 31 March 2015.

2) To earmark up to £0.250 million of the General Fund surplus to support the
development of the Edinburgh and South East Scotland City Region City Deal
proposal, with the remaining balance of the underspend set aside within the Council
Priorities Fund.

3) To note the contributions to and from the General Fund as detailed in the report.

4) To note the Housing Revenue Account was balanced after making a contribution of
£2.5 million to the Renewal and Repairs Fund.
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5) To note the Common Good Annual Performance Report would be considered at the
Finance and Resources Committee’s next meeting on 24 September 2015.

6) To refer the report to Council to allocate the capital receipt of £1.183 million in
respect of the former East Market Street Garage to the Council’'s Common Good
account.

7) To refer the report to the Governance, Risk and Best Value Committee as part of its
workplan.

(References — Act of Council (No 13), 25 June 2015; report by the Deputy Chief
Executive, submitted.)

12. Capital Monitoring 2014/15 — Outturn and Receipts

Details were provided on the final outturn on the Council's Capital Programme for
2014/15, including details of capital receipts and slippage/acceleration on projects
within the Capital Investment Programme.

Decision

1) To note the 2014/15 final unaudited capital positions on the General Fund
(excluding the tram project) and Housing Revenue Account (HRA).

2) To approve the revised Capital Programme for 2015-2020.

3) To refer the report to the Governance, Risk and Best Value Committee as part of its
workplan.

(References — Finance and Resources Committee, 13 May 2015 (item 4); report by the
Deputy Chief Executive, submitted.)

13. Revenue Monitoring 2015/16 — Month Three Position

The Committee considered a report on the overall position for the Council’s revenue
expenditure budget for 2015/16 as at month three, based on analysis of period two
data.

Decision

1) To note the projected balanced position at month three, subject to approval by
Council of £9.8 million of transitional savings and delivery of additional savings
within Health and Social Care as noted below.

2) To note the Health and Social Care forecast overspend of £11.2 million and instruct
the service to report further to the Finance and Resources Committee meeting on
24 September 2015, setting out progress in both the delivery of the agreed
mitigating measures and development of additional proposals as necessary to
deliver at least a further £1.4 million of net savings, in so doing returning the service
budget towards a sustainable position.

3) To note the on-going risks and challenges in achieving the necessary offsetting
projected underspends across other areas of the budget which would require further
management actions and active scrutiny for the remainder of the year.
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4) To note the balanced position projected on the Housing Revenue Account (HRA)
after making a £17 million contribution towards the construction of new homes.

5) To refer the report to Council for approval of (i) the Spend to Save application for
the Edinburgh Leisure web development project and (ii) the £9.8 million of savings
referenced in paragraph 3.6 of the report to offset, in part, the forecast overspend in
Health and Social Care.

6) To subsequently refer the report to the Governance, Risk and Best Value
Committee as part of its work programme.

(References — Finance and Resources Committee, 4 June 2015 (item 2); report by the
Deputy Chief Executive, submitted.)

14. Capital Monitoring 2015/16 — Month Three Position

Details were provided of the overall position of the Council’s capital budget at month
three and the projected outturn for the year.

Decision

1) To note the projected capital outturn positions on the General Fund and Housing
Revenue Account (HRA) at month three.

2) To note the prudential indicators at month three.

3) To note that the Acting Director of Services for Communities was closely monitoring
the capital receipts position.

4) To refer the report to the Governance, Risk and Best Value Committee as part of its
work-plan.

(Reference — report by the Deputy Chief Executive, submitted.)

15. Corporate Governance Revenue Budget Monitoring 2015/16 and
Capital Investment Programme — Month Two Position

Committee considered a report on the financial position of the Corporate Governance
revenue budget after two months of the financial year and provided an update on the
projected outturn fro 2015/16. A projection was also provided for the Corporate
Governance Capital Investment Programme.

Decision

1) To note the Corporate Governance service was projecting a favourable variance of
£0.995 million.

2) To note the risks to the Corporate Governance service 2015/16 revenue budget
projection.

3) To note expenditure on the Corporate Governance Capital Investment Programme
was projected to be in line with budget.

(References — report by the Deputy Chief Executive, submitted.)
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16. Budget and Transformation 2016-2019: Approach to
Engagement

Details were provided on engagement with people and stakeholders on the budget
proposals 2016 to 2019.

Decision

To approve the objectives and planned engagement tools outlined in paragraphs 3.8
and 3.9 of the report.

(References — Corporate Policy and Strategy Committee, 9 June 2015 (item 7); report

by the Deputy Chief Executive, submitted.)

17. The City of Edinburgh Charitable Trusts — Unaudited Financial
Statements 2014/15

The unaudited Charitable Trusts financial statements for 2014/15 which were issued to
the External Auditors by 30 June 2015 were presented to Committee.

Decision

1) To note the unaudited financial statements for 2014/15 and that these had been
submitted to the External Auditor.

2) To note that any relevant commentary on the Charitable Trusts would be included in
the External Auditor’'s Annual Report on the 2014/15 Audit which would be reported
to the Governance, Risk and Best Value Committee in September 2015.

(Reference — report by the Deputy Chief Executive, submitted.)
18. Treasury Management: Annual Report 2014/15

An update was provided on the Treasury Management activity in 2014/15.
Decision
1) To note the Annual Report on Treasury Management for 2014/15.

2) To refer the report to Council for approval and subsequent referral by Council to the
Governance Risk and Best Value Committee for their scrutiny.

(Reference — report by the Deputy Chief Executive, submitted.)
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19. Scottish Government Consultation on the draft Cyber Resilience
Strategy for Scotland — Response

Approval was sought for the response to the Scottish Government’s consultation on the
draft Cyber Resilience Strategy for Scotland. The consultation was part of the overall
commitment to building cyber resilience.

Decision

To agree the consultation responses, as set out in Appendix one of the report, be
submitted to the Scottish Government.

(References — report by the Deputy Chief Executive, submitted.)

20. Review of Whistleblowing Arrangements

Committee considered a summary report on the results of an external review into the
Council’s pilot whistleblowing arrangements, and approval was sought for the action
plan described in Appendix 2 of the report to continue to develop and improve the
service.

Decision
1) To note the findings of the review.

2) To agree the action plan outlined in Appendix 2 of the report subject to the deletion
of recommendation 5 in the Whistleblowing Review Action Plan.

3) To approve the extension of the pilot contract arrangements with the current
external provider until 11 May 2016.

4) To agree to retain the independence of the external provider in terms of how
investigations would be carried out, contrary to paragraph 3.3 of the report.

(References — Finance and Resources Committee, 19 September 2013 (item 2); report
by the Deputy Chief Executive, submitted.)

21. Governance of Major Projects: Progress Report

An update was provided on the major projects portfolio and the upcoming assurance
review schedule.

Decision

1) To note the current synopsis of the dashboard reports for the major projects
portfolio set out in Appendix 1 of the report.

2) To note the current assurance review schedule for the last two quarters of 2015/16
as set out in appendix 2 of the report.

(References — Governance, Risk and Best Value Committee, 21 May 2015 (item 8);
report by the Deputy Chief Executive, submitted.)
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22. Update of the Cycling Hub and Closed Road loop — referral from
the Culture and Sport Committee

The Culture and Sport Committee on 18 August 2015 considered an update report on
the appointment of a new design team to create a sustainable cycling loop at Hunter’s
Hall Park. In a parallel search, two possible sites were identified in the West of the
Edinburgh as suitable locations for a Closed Road Loop. The report was referred to the
Finance and Resources Committee for information.

Decision
To note the report.

(References — Finance and Resources Committee, 13 May 2015 (item 21); report by
the Deputy Chief Executive submitted).

23. Specialist Marketing and PR for Assembly Rooms and Church
Hill Theatre — Award of Contract

Approval was sought to award a Specialist Marketing and PR contract for the Assembly
Rooms and Church Hill Theatre at a cost of £54,000 for two years.

Decision

To approve the award of a contract for Specialist Marketing and PR for the Assembly
Rooms and Church Hill Theatre to 3x1 Public Relations for the contract sum of
£108,000 over the full four-year contract term. The contract was for an initial two years
(from 1 September 2015 to 31 August 2017) at a cost of £54,000 with an option to
extend it for a further two years as one year extensions (2+1+1) at a cost of £27,000
per annum.

(Reference — report by the Deputy Chief Executive, submitted).

24. Extension of Contract for Telecare Technology (Installation
Maintenance and Responsive Repair)

Approval was sought for a waiver of the Contract Standing Orders to award a contract
extension to SPIE Scotshield for Telecare Technology until 31 March 2016.

Decision

To approve a waiver of the Contract Standing Orders and the award of a contract
extension to SPIE Scotshield for the installation, maintenance and responsive repair of
telecare technology until 31 March 2016, at a value of approximately £90,000.

Declaration of Interest
Councillor Edie declared a financial interest as Chair of the Care Inspectorate.

(Reference — report by the Acting Director of Services for Communities, submitted).
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25. Contract Award for Homeless Prevention — Domestic Abuse
Services

Approval was sought to award seven contracts to third sector to provide support to
women who had suffered domestic abuse.

Decision

1) To note that overall annual equivalent savings of £196,690 were achieved through
the reduction of the annual budgeted expenditure from £1,173,298 to £976,608 from
November 2015.

2) To note the collaborative work with service providers and other stakeholders,
carried out to date, for the delivery of services to women who had suffered domestic
abuse within Edinburgh.

3) To approve the award of three contracts to provide visiting housing support to
women who had suffered domestic abuse for the duration of an 18 month pilot (with
an option to extend for a further six months to allow services to be re-procured). The
organisations to be awarded contracts were: Edinburgh Women'’s Aid, Shakti
Women'’s Aid and Saheliya. The total annual value of the contracts from November
2015 was £240,168 up to a £480,336 for 18 months plus extension.

4) To approve the award of four contracts to provide temporary accommodation in the
form of three refuges and one hostel for the duration of an 18 month pilot (with an
option to extend for a further six months to allow services to be reprocured). The
organisations to be awarded contracts were Edinburgh Women’s Aid (2 contracts),
Keymoves Cranston Street Women'’s Hostel and Shakti Women'’s Aid refuge. The
total annual value of the contracts from November 2015 was £739,440 up to a
£1,478,880 for 18 months plus extension.

5) To note the review process for the pilot as outlined in section 3.14 and 3.15 of the
report.

Declarations of Interest

Councillors Edie and Corbett declared financial interests as Chair of the Care
Inspectorate and an employee of Shelter Scotland, respectively.

(References — Finance and Resources Committee, 3 February 2015 (item 11); report
by the Acting Director of Services for Communities, submitted).

26. Former Tenants Rent Arrears 2014/15

Committee were asked to approve the write-off of £530,187 of rent arrears from the
Housing Revenue Account for 221 former tenants with over £100 rent arrears
outstanding.

Decision

1) To approve the write-off of £530,187 rent arrears of 221 former Council tenants who
had a balance greater than £1,000 outstanding in 2014/15.
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2) To note that the total number of former tenants’ arrears cases written off was
reduced by 9%, from 869 in 2013/14, to 794 in 2014/15.

3) To note that debt written off, excluding deceased cases, would continue to be
pursued by the Council.

(References — Corporate Policy and Strategy Committee, 9 June 2015 (item 14); report
by the Acting Director of Services for Communities, submitted.)

27. Homeless Prevention — Advice and Support: Additional
Contracts

Approval was sought to award contracts for the provision of housing support until 31
March 2016.

Decision

1) To approve the award of contracts to four providers (Blackwood Care, Health in
Mind, Link Living and Penumbra) for the period 13 October 2014 to 31 March 2016
to provide housing support to identified individuals, to a total value of £686,442.

2) To authorise the Contract Standing Orders to be waived, deemed to be in the
Council’s best interests to ensure continuity of care.

3) To note that, in relation to EU tendering, these contracts were categorised as
“Health and Social Services” and were exempt from full EU tendering requirements.

Declarations of Interest

Councillors Edie and Corbett declared financial interests as Chair of the Care
Inspectorate and an employee of Shelter Scotland, respectively.

(References — Finance and Resources Committee, 28 November 2013 (item 14); report
by the Acting Director of Services for Communities, submitted.)

28. Our Power: Tackling Fuel Poverty for Council Tenants — referral
from the Health Social Care and Housing Committee

The Health, Social Care and Housing Committee on 16 June 2015 considered a report
which sought approval for the Council, as a social housing provider, to join Our Power
and enter an agreement with the company as the preferred supplier for its empty
homes. The report was referred to the Finance and Resources Committee for approval
of the proposal for the Council to join Our Power and enter into agreement with the
company as preferred supplier for its empty homes.

Decision

To approve the proposal for the Council, as a social housing provider, to join Our
Power and enter into agreement with the company as the preferred supplier for its
empty homes.

(References — Finance and Resources Committee, 3 February 2015 (item 10); report
by the Acting Director of Services for Communities, submitted.)
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29. Invest to Improve, Invest to Grow — Edinburgh Housing Revenue
Account Business Plan — referral from the Health Social Care
and Housing Committee

The Health, Social Care and Housing Committee on 16 June 2015 considered a report
which sought approval of the Housing Revenue Account (HRA) business plan 2015/16
to 2045/46. The report was referred to the Finance and Resources Committee for
approval to review options for increasing the HRA'’s contingency and future investment
fund over the next five years.

Decision

To agree to review the options for increasing the HRA'’s contingency and future
investment fund over the next five years.

(References — Health, Social Care and Housing Committee, 16 June 2015 (item 12);
report by the Acting Director of Services for Communities, submitted.)

30. Waiver Report for Servicing and Repairs Contract

Approval was sought for the waiver of standing orders to allow the extension of current
contracts for service and repair until December 2015. This would enable the creation of
a new contract/framework through a tendering process.

Decision
To approve the waiver reports attached in Appendix 1 of the report.

(Reference — report by the Chief Social Work Officer, submitted.)

31. Approval for Appointment of Workplace travel planning
Consultant for Smarter Choices, Smarter Places

The Committee considered a report which sought approval to award the workplace
travel planning contract, which formed part of the Smarter Choices Smarter Places
Programme, to Grontmij Limited.

Decision

To approve the award of the workplace travel planning contract to Grontmij Limited for
a value of £122,532.

(Reference — report by the Acting Director of Services for Communities, submitted.)

32. Bustracker Operation and Maintenance

Approval was sought for the waiver of the contract standing orders and the continued
use of the Bustracker system for a further year at the value of £450,000.

Decision

To approve continued quarterly maintenance payments to Cofely Ineo and associated
payments to radio infrastructure and first line maintenance providers for a period of 12
months at a value of approximately £450,000, with an option to extend for a further 6

months. This would allow the Bustracker system to continue operating until an options
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appraisal for longer-term maintenance, development and appropriate procurement
strategy was confirmed.

Declaration of Interest

Councillor McVey declared a non-financial interest as a Director of Transport for
Edinburgh.

(Reference — report by the Acting Director of Services for Communities, submitted.)

33. Supply of Non-Wheeled Water and Recycling Containers and
Spare Parts

Approval was sought for the appointment of Spider UK Limited for the supply and
delivery of non-wheeled waste and recycling containers and spare parts for a two year
period.

Decision

To approve the appointment of Spider UK Ltd, as a single supplier framework
agreement for the Supply and Delivery of Non-wheeled Waste and Recycling
Containers and Spare Parts, for a period of two years with the option to extend by two
12 month periods.

(References — Transport and Environment Committee, 27 August 2013 (item 20); report
by the Acting Director of Services for Communities, submitted.)

34. Approval to Grant a License to Edinburgh Community Solar Co-
Operative to Install Solar PV Panels on Council Owned
Buildings

The Committee considered a report which sought authority to grant a 21 year license to
Edinburgh Community Solar Limited to install community-owned solar Photovoltaic on
the roofs of 25 Council Owned buildings.

Decision

To approve the grant of a 21 year licence to Edinburgh Community Solar Cooperative
for the installation of Solar PV Panels on Council owned buildings.

(References — Transport and Environment Committee, 13 January 2015 (item 28);
report by the Acting Director of Services for Communities, submitted.)

35. Edinburgh Technology Transfer Centre Limited

Approval was sought to terminate the Council’s shareholding in Edinburgh Technology
Training Centre (ETTC) to allow liquidation of the company and to terminate the lease
of the third and fourth floors of the Alrick Building.

Decision

1) To agree to renounce the Council’s shareholding in Edinburgh Technology Transfer
Centre Limited.

Finance and Resources Committee — 27 August 2015 Page 15



2) To approve the termination of the lease of the third and fourth floors of the Alrick
Building to Edinburgh Technology Transfer Centre.

3) To approve the termination of the lease of the third and fourth floors of the Alrick
Building to the Council from the University of Edinburgh.

4) To note that the University of Edinburgh remained committed to providing business
incubation services and was a key partner in the Council’s Interspace programme.

(Reference — report by the Executive Director of City Strategy and Economy,
submitted.)

36. Property Conservation — Programme Momentum Progress
Report

An update was provided on the progress of the property conservation programme
momentum.

Decision
1) To note the management information dashboard reports in Appendix 1 of the report.

2) To note the financial statements for Delegated Authority — irrecoverable sums and
settlements.

3) To note the value of irrecoverable sums from Deloitte reviewed casework (Project
Joule).

4) To note the progress of debt recovery work.

(References — Finance and Resources Committee, 4 June 2015 (item 23); report by the
Deputy Chief Executive, submitted.)

37. Summary Report on Property Transactions concluded under
Delegated Authority

Committee considered a report which detailed all the lease agreements concluded in
terms of the Council’s ‘Scheme of Delegation to Chief Officials’.

Decision

To note the 81 transactions, detailed in the Appendix to the report, that had been
concluded in terms of the Council’s ‘Scheme of Delegation to Chief Officials.’

(Reference — report by the Acting Director of Services for Communities, submitted.)

38. Sale of Housing Revenue Account Land — 16 Cleric’s Hill
Gateside, Kirkliston

Approval was sought for the disposal on 167 square meters of Housing Revenue
Account (HRA) land adjacent to the applicant’s property. If approved, an application
would be made to Scottish Ministers for consent to dispose of this HRA land.
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Decision

1) To approve a sale of the site to the applicant under terms and conditions to be
agreed by the Acting Director of Services for Communities and the Head of Legal,
Risk and Compliance.

2) To grant authority to the Acting Director of Services for Communities to negotiate a
sale price with the applicant which reflected best value to the HRA.

3) To note that an application would be made to Scottish Ministers under Section 12(5)
of the Housing (Scotland) Act 1987 for consent to dispose of the site.

(Reference — report by the Acting Director of Services for Communities, submitted.)

39. Proposed short-term lease extension of Victorian market at Tron
Kirk, 122 High Street, Edinburgh

Approval was sought to grant a 12 month lease extension to the Edinburgh World
Heritage Trust (EWHT) to use the Tron Kirk as a venue for a Victorian Market on the
provisionally agreed terms set out in the report.

Decision

To approve a 12 month lease extension to Edinburgh 2014, on the terms outlined in the
report, and on the other terms and conditions to be agreed by the Acting Director of
Services for Communities.

(Reference — report by the Acting Director of Services for Communities, submitted.)

41. Proposed Lease of Rooftops for the Citywide Smart Meter
Project

The Committee considered a report which sought approval to grant new three year
leases to Argiva Limited, on terms set out in the report. This would allow smart
metering where customers could monitor, in real time, their energy usage and cost.

Decision

To approve the lease of part of the rooftops of Kirkgate House, Greendykes House and
Trinity Academy for the installation of Smart Meter radio transmitting equipment, on the
terms outlined in the report, and on other terms and conditions to be agreed by the
Acting Director of Services for Communities.

(References — Act of Council (No 3), 15 March 2005; report by the Acting Director of
Services for Communities, submitted.)

42. Proposed Sale of Baird house, 12 Newtoft Street, Edinburgh

Approval was sought to sell the property at Baird House to Abbey Properties Ltd on the
terms and conditions as outlined in the report.

Decision

To authorise the sale of Baird House, on the terms and conditions highlighted in the
report, and on other terms and conditions to be agreed by the Acting Director of
Services for Communities.
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(Reference — report by the Acting Director of Services for Communities, submitted.)

43. Proposed new Lease to Daniel Kubiak at 10 West Harbour Road,
Granton, Edinburgh

Committee were provided with a report which sought approval to grant a new 10 year
lease for the workshop and storage shed at 10 West Harbour Road, to Daniel Kubiak
on the terms set out in the report.

Decision

To approve the lease of workshops at 10 West Harbour Road, to Daniel Kubiak, from 1
September 2015 to 31 August 2025, on the terms outlined in the report, and on other
terms and conditions to be agreed by the Acting Director of Services for Communities.

(Reference — report by the Acting Director of Services for Communities, submitted.)

44. Grant of Servitude — Gogar Gateway Interchange Station — Gas
Main Diversion

Committee approval was sought to grant servitude to Scottish Gas Networks (SGN) on
the terms set out in the report which would allow the diversion of an existing gas main
for the construction of Edinburgh Gateway Station.

Decision

To approve the grant of a servitude to Scottish Gas Networks on the terms outlined in
the report, and on such other terms and conditions to be agreed by the Acting Director
of Services for Communities.

(Reference — report by the Acting Director of Services for Communities, submitted.)

44. Resolution to consider in private

Decision

The Committee, under Section 50(A)(4) of the Local Government (Scotland) Act 1973,
excluded the public from the meeting for the following items of business on the grounds
that they involved the disclosure of exempt information as defined in Paragraphs 6 and
9 of Schedule 7(A) of the Act.

45. Property Conservation — Irrecoverable Sums; Debt Recovery
and Settlements

An update was provided on irrecoverable sums approved under delegated authority
and the current provision for impairment and settlements.

Decision

1) To note the settlement sums authorised to complainants and other affected owners
under delegated authority in Appendix 1 of the report.

2) To note the provision for impairments and settlements in Appendix 2 of the report.
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3) Torequest a report was brought back to the Finance and Resources Committee on
24 September 2015 which provided an overview of the total costs involved to
recover the debts that had been collected.

(References — Finance and Resources Committee, 4 June 2015 (item 29); report by the
Deputy Chief Executive, submitted.)

46. Property Conservation — Claims Recovery

The Committee considered an overview of the irrecoverable sum provision made
through the Project Joule review and the potential recovery routes open to the Council.

Decision

1) To note the most likely potential recovery routes from contract administrators and
contractors detailed herein.

2) To accept the recommendation to carry out a detailed review of limited preselected
projects in accordance with the terms set out herein.

3) To note the alternative options open to Council in the event there was difficulty
recovering the sums written off.

4) To note that the report had only considered the irrecoverable sum provision made
against unbilled projects, reviewed by Deloitte under Project Joule.

5) To note the detailed breakdown of the irrecoverable sums per project in Appendix 1
of the report.

(Reference - report by the Deputy Chief Executive, submitted.)

47. Sale of Site at 18-28 Dewar Place / 44-50Torphichen Street,
Edinburgh

A summary report was considered on the two offers received for the joint sale of 18-28
Dewar Place/44-50 Torphichen Street, and approval was sought to sell the site to
Croydon Hotels Ltd on the main terms as outlined in the report.

Decision

To approve the sale of the site at 18-28 Dewar Place/44-50 Torphichen Street, to
Croydon Hotels Ltd, on the main terms outlined in paragraph 3.10 and on other terms
and conditions to be agreed by the Acting Director of Services for Communities.

(Reference — report by the Acting Director of Services for Communities, submitted.)

48. Homelessness Prevention: Risk Management

The Committee ruled in terms of Standing Order 27(1)(b), that this item, which
included an option which, if accepted, would require a change to the Finance and
Resources Committee item 17 of 4 June 2015, should be considered as the decision
was based on erroneous, incorrect, or incomplete information.
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An update was provided on Streetwork UK Limited’s performance in relation to the
provision of housing support services and sought approval for the continuation of
enhanced contract management alongside additional risk management by the Council.

Decision

1)

2)

3)

4)

5)

6)

7)

8)

To note that Streetwork was requesting the write off of the value of under-provision
and reimbursement of additional costs which was estimated at a total value of
£690,799.

To agree that Cost Group A was offset against the under-provision from the
Streetwork Services Contract to a value of £109,346.

To agree that Cost Group B was also offset against the under-provision from the
Streetwork Services Contract to a value of £116,212.

To agree that £38,484 was recovered from Streetwork for the Tenancy Support
Services Contract and £49,521 was recovered from the Multiple Needs Service
Contract. The total of this under-provision to be reclaimed is £88,005 and may be
recovered through ‘in kind’ service provision.

To agree that officers, at the appropriate time, assess under-provision and
unplanned costs for 2015/16 in line with the principles and decisions of the report.

To note that officers would apply enhanced contract management to the operation
of the new contract to minimise risk of contract failure.

To note that, if the collaborative pilot did not proceed, officers would bring forward a
further report on the reshaping and re-commissioning of these services, beyond
March 2016.

To agree to receive an update on progress within two cycles.

(References — Finance and Resources Committee, 4 June 2015 (item 17); report by the
Acting Director of Services for Communities, submitted.)
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Item 6.1 - Key decisions forward plan

Finance and Resources Committee
[24 September — 29 October 2015]

Iltem Key decisions Expected Wards
date of affected

decision

Director and lead officer Coalition
pledges and
Council
outcomes

1. Transformation programme: 29 October Alastair Maclean, Deputy Chief Executive
progress report 2015
Lead Officer: Jim Mclintyre, Programme
Director, Transformation Programme
2. Workforce controls 29 October Alastair Maclean, Deputy Chief Executive
2015
Lead Officer:_Martin Glover, Interim Head
of People and Organisation
3. Civic Hospitality Policy 29 October Alastair Maclean, Deputy Chief Executive
2015
Lead Officer:_Kirsty-Louise Campbell,
Strategy & Governance Manager
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Iltem Key decisions

Expected
date of
decision

Wards
affected

Director and lead officer

Coalition
pledges and
Council

outcomes

4. Revenue Monitoring 2015/16 — 29 October Alastair Maclean, Deputy Chief Executive
month five position 2015
Lead Officer: Hugh Dunn, Head of
Finance
5. Capital Monitoring 2015/16 — 29 October Alastair Maclean, Deputy Chief Executive
Month five position 2015
Lead Officer: Hugh Dunn, Head of
Finance
6. Corporate Governance Revenue 29 October Alastair Maclean, Deputy Chief Executive
Budget Monitoring 2015/16 and 2015
Capital Investment Programme Lead Officer: Hugh Dunn, Head of
Finance
7. Council Tax Empty Properties - 29 October Alastair Maclean, Deputy Chief Executive
Procedure Review 2015
Lead Officer: Danny Gallacher, Head of
Customer Services
8. Police Costs for Edinburgh’s 29 October Alastair Maclean, Deputy Chief Executive
Hogmanay 2015

Lead Officer: Lynne Halfpenny, Head of
Culture and Sport

Finance and Resources Committee — 24 September 2015

Page 2 of 4


mailto:hugh.dunn@edinburgh.gov.uk
mailto:hugh.dunn@edinburgh.gov.uk
mailto:hugh.dunn@edinburgh.gov.uk
mailto:ny.gallacher@edinburgh.gov.uk
mailto:lynne.halfpenny@edinburgh.gov.uk

Key decisions

Expected
date of
decision

Wards
affected

Director and lead officer

Coalition
pledges and
Council
outcomes

9. Property Conservation — 29 October Alastair Maclean, Deputy Chief Executive
Programme Momentum Progress 2015
Report Lead Officer: Andrew Field, Head of
Shared Repairs Service
10. | Replacement of Oxgangs YPC 29 October Director: Gillian Tee, Director of Children
2015 and Families
Lead Officer: Alistair Gaw, Head of
Support to Children & Young People
11. | Framework Agreement for 29 October Director: Gillian Tee, Director of Children
Fostering Placements 2015 and Families
Lead Officer: Alistair Gaw, Head of
Support to Children & Young People
12. | Health and Social Care Integration: | 29 October Director: Michelle Miller, Acting Director
update 2015 of Health & Social Care
Lead Officer:_Susanne Harrison,
Integration Programme Manager
13. | Transfer of Former Ravenglass 29 October Director: John Bury, Acting Director of
Hostel, 432 Lanark Road, 2015 Services for Communities

Edinburgh to Housing Revenue
Account

Lead Officer: Michael Thain, Strategy and
Investment Manager
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Key decisions Expected Wards Director and lead officer Coalition

date of affected pledges and
decision Council
outcomes
14. | Procurement Options for Energy 29 October Director: John Bury, Acting Director of
Related Services 2015 Services for Communities

Lead Officer: Michael Thain, Strategy and
Investment Manager

15. | Redhall House and Lawn - 29 October Director: John Bury, Acting Director of
Progress Report 2015 Services for Communities

Lead Officer: Peter Watton, Acting Head
of Corporate Property

16. | Proposed Lease Extension at 96 29 October Director: John Bury, Acting Director of
Niddrie Mains Road, Edinburgh. 2015 Services for Communities

Lead Officer: Peter Watton, Acting Head
of Corporate Property
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Item 6.2 - Rolling Actions Log

Finance and Resources Committee
29 August 2013 — 27 August 2015

1 | 29-08-13 People’s Network | T0 request further Acting May 2015
Public Internet exploration of opportunities | Director of
ACCess to extend the accessibility | Services for
- of the service in venues in | Communities
addition to libraries.
2 | 05-06-14 Property 1) To repeal the Deputy Chief | Ongoing Ongoing
Conservation - Committee decisions | Executive
Complaints of 31 October 2013
Resolution and 3 February 2014.
2) To instruct the Chief Monthly reports

Executive to report
back to the Finance
and Resources
Committee by the end
of September 2014,
setting out how various
complaints were
categorised, and in
relation to debt
recovery, an aged debt
analysis and
breakdown by value,

were brought to
F+R Committee
that contain this
information -
ongoing
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and by the end of
December 2014,
setting out what (if any)
complaints remained
unresolved.

3) To agree that monthly
update reports would
be brought to the F+R
Committee.

Ongoing

3 | 30-07-14 Cost of Care at To request that progress Chief Social Ongoing Report would be
Home reports were brought to the | Work Officer brought to the
Finance and Resources F+R Committee
Committee in December on 13 May 2015
2014 and March 2015. —ongoing.
4 | 30-07-14 Waiver Report - To request a report was Executive 28-08-14
Clothing Voucher | brought to the next Director of
Scheme meeting of the Finance Families and
and Resources Committee | Communities
detailing the management
process for dealing with
contracts.
5 | 30-09-14 2015/18 Revenue | 1) To instruct the Chief Chief 15-01-15 Report was
and Capital Executive to bring a Executive/ brought to the
Budget business plan for each Deputy Chief F+R Committee
Framework theme to Finance and Executive 15 January 2015.
Resources in December Further reports
2014, to include all would be
financial due diligence brought to the
including: risk register, F+R Committee
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people plan, savings 19 March and 13
analysis underpinned by May 2015 —
robust management ongoing.
information.

2) To agree that each Chief Ongoing Report to be
quarterly assessment, of | Executive/ brought to F+R
a three year budget Deputy Chief Committee of 3
framework, was both Executive February 2015 -
monitored and ongoing
subsequently verified by
the Finance and
Resources Committee
against delivery of each
theme.

6 | 30-10-14 Revenue 1) To instruct the Director | Chief Social Ongoing
Monitoring 2014- of Health and Social Work
15 Half-Year Care to identify Officer/Deputy
Position proposed measures to Chief

bring expenditure back | Executive
into line with approved

levels and report these

at period 8.

7 Rolling Actions To circulate the briefing on A briefing was
Log Finance and | Zero Contract Hours circulated to
Resources previously received by the members on 22
Committee Convener to members of January 2015.

the Finance and The Convener

Resources Committee. and Vice

Convener would
decide if areport
Finance and Resources Committee — 29 August 2013 — 27 August 2015 Page 3 of 12



http://www.edinburgh.gov.uk/download/meetings/id/45021/item_72_-_revenue_monitoring_2014-15_half-year_position
http://www.edinburgh.gov.uk/download/meetings/id/45021/item_72_-_revenue_monitoring_2014-15_half-year_position
http://www.edinburgh.gov.uk/download/meetings/id/45021/item_72_-_revenue_monitoring_2014-15_half-year_position
http://www.edinburgh.gov.uk/download/meetings/id/45021/item_72_-_revenue_monitoring_2014-15_half-year_position
http://www.edinburgh.gov.uk/download/meetings/id/45813/item_62_-_rolling_actions_log_finance_and_resources_committee
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was required to
come to a future
meeting of the
F+R Committee.
A report would
be brought the
F+R Committee
on 24 September
2015 — ongoing.
8 | 15-01-15 Governance of 1) The Director of Deputy Chief | As soon as
Major Projects Corporate Executive possible

Governance would

pursue progress

with senior officers

at BT regarding the

Learning and

Teaching Refresh

(bandwidth

upgrades).

2) An update would be 03-02-15 19-03-15 A briefing note

provided to the would be

Finance and circulated to

Resources members and a

Committee on 3 report would be

February 2015 brought to the

regarding progress F+R Committee

on the Water of on 19 March

Leith, Flood 2015 — ongoing.

Prevention Scheme
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Phase 2.

3) Toinclude a
reference to Phase
2 of the Niddrie
Burn Restoration in
future reports to the

Finance and
Resources
Committee.
9 | 15-01-15 Transport To request a report Acting 13-05-15 Report to be
Marshalls — detailing management Director of brought to the
Request for information for contracts Services for F+R Committee
Contract and the process which Communities on 13 May 2015
Extension they are controlled was —ongoing
brought to the Finance and
Resources Committee in
May 2015.
10 | 15-01-15 Surplus Council To request a briefing was | Acting As soon as
Property Assets - | circulated to members of Director of possible
referral from the Finance and Services for
Economy Resources Committee Communities
containing further
information on the access
strip at Whitehill.
11 | 04-06-15 Health and Social 1) To note the update | Chief Social As soon as Ongoing
Care Budget — from the Chief Work Officer possible
Further Progress Executive in
Report Corporate support
to Health and Social
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http://www.edinburgh.gov.uk/download/meetings/id/45839/item_83_-_surplus_council_property_assets_-_referral_from_economy
http://www.edinburgh.gov.uk/download/meetings/id/45839/item_83_-_surplus_council_property_assets_-_referral_from_economy
http://www.edinburgh.gov.uk/download/meetings/id/45839/item_83_-_surplus_council_property_assets_-_referral_from_economy
http://www.edinburgh.gov.uk/download/meetings/id/47274/item_71_-_health_and_social_care_budget_%E2%80%93_further_progress_report.
http://www.edinburgh.gov.uk/download/meetings/id/47274/item_71_-_health_and_social_care_budget_%E2%80%93_further_progress_report.
http://www.edinburgh.gov.uk/download/meetings/id/47274/item_71_-_health_and_social_care_budget_%E2%80%93_further_progress_report.
http://www.edinburgh.gov.uk/download/meetings/id/47274/item_71_-_health_and_social_care_budget_%E2%80%93_further_progress_report.

Care, in relation to
the remaining
funding gap of £5
million, and change
and programme
management
support to assist
delivery of the wider
Health and Social
Care
Transformation
Programme, and to
agree that the
Committee would
be provided with a
report detailing the
results of month 3
monitoring to
identify any
progress/issues in
relation to the £5
million Health and
Social Care funding
gap.

2) To authorise the
Director of
Corporate
Governance, in
consultation with the
Convener and Vice
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Convener of the
Finance and
Resources
Committee to
extend the contract
with KPMG for 3
months for
additional work to
be done on the
review of the Health
and Social Care
budget, subject to
funding being
identified for the
additional £166,000
costs.

3) To agree that the
Director of Health
and Social Care
meets with KPMG
to discuss the
proposals contained
within the report and
future measures.

4) To agree that the
Director of Health
and Social Care
would clarify
whether exit
interviews were
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carried out with staff
that has left Health
and Social Care
posts.

12 | 04-06-15 Accounts The Head of Finance to Deputy Chief | As soon as
Commission arrange a seminar for Executive possible
Review of members ahead of the
Treasury next treasury report being
Management considered at Committee
outlining information
needed to allow members
to fully scrutinise Treasury
Management.
13 | 04-06-15 Edinburgh’s 1) To instruct officers Deputy Chief | 27-08-15 Report on Poling
Christmas and to work with event Executive Cost to be
Hogmanay organisers and brought to the

Extension to
Consortiums
Contract

2)

relevant bids to
extend the 2015/16
Christmas and
Hogmanay program
in the first instance
to include the
Grassmarket and
Old Town.

To instruct officers
from Corporate
Governance and
Economic
Development to
work with the vent

F+R Committee
on 24 September
2015 - ongoing
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http://www.edinburgh.gov.uk/download/meetings/id/47277/item_74_-_accounts_commission_review_of_treasury_management.
http://www.edinburgh.gov.uk/download/meetings/id/47277/item_74_-_accounts_commission_review_of_treasury_management.
http://www.edinburgh.gov.uk/download/meetings/id/47277/item_74_-_accounts_commission_review_of_treasury_management.
http://www.edinburgh.gov.uk/download/meetings/id/47277/item_74_-_accounts_commission_review_of_treasury_management.
http://www.edinburgh.gov.uk/download/meetings/id/47277/item_74_-_accounts_commission_review_of_treasury_management.
http://www.edinburgh.gov.uk/download/meetings/id/47281/item_78a_-_edinburghs_christmas_and_hogmanay_extension_to_consortiums_contract.
http://www.edinburgh.gov.uk/download/meetings/id/47281/item_78a_-_edinburghs_christmas_and_hogmanay_extension_to_consortiums_contract.
http://www.edinburgh.gov.uk/download/meetings/id/47281/item_78a_-_edinburghs_christmas_and_hogmanay_extension_to_consortiums_contract.
http://www.edinburgh.gov.uk/download/meetings/id/47281/item_78a_-_edinburghs_christmas_and_hogmanay_extension_to_consortiums_contract.
http://www.edinburgh.gov.uk/download/meetings/id/47281/item_78a_-_edinburghs_christmas_and_hogmanay_extension_to_consortiums_contract.
http://www.edinburgh.gov.uk/download/meetings/id/47281/item_78a_-_edinburghs_christmas_and_hogmanay_extension_to_consortiums_contract.

organisers to secure
commercial
opportunities
designed to
increase the
Council’s financial
return on the event
in 2015/16 and
2016/17.

3) To submit a report
to the Finance and
Resources
Committee in
August 2015
providing details of
policing costs for
the event for
2015/16 and
2016/17.

4) To make a
representation to
the Scottish
Government to
examine
mechanisms for
funding towards the
Council’'s
contribution to
increasing visitor
numbers in
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Edinburgh.

14 | 04-06-15 Home Enerqgy To provide a briefing note | Acting As soon as 30-06-15
Efficiency on how the impact of home | Director of possible
Programmes for | energy efficiency Services for
Scotland programmes compared to | Communities
scale with challenges of
fuel poverty and carbon
reduction that would be
circulated to members.
15 | 04-06-15 Redhall House 1) Toinstruct officers | Acting Ongoing
and Lawn to seek further Director of

Progress Report

assurance from the
building owner
and/or agent, due to
the protracted
period since a
petition on Redhall
House was first
submitted in
November 2013,
and the gap of more
than 5 months
between a planning
was submitted on
23 December 2014
and additional
information being
received so that
public consultation
could commence on

Services fro
Communities

Finance and Resources Committee — 29 August 2013 — 27 August 2015
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http://www.edinburgh.gov.uk/download/meetings/id/47283/item_79_-_home_energy_efficiency_programmes_for_scotland.
http://www.edinburgh.gov.uk/download/meetings/id/47283/item_79_-_home_energy_efficiency_programmes_for_scotland.
http://www.edinburgh.gov.uk/download/meetings/id/47283/item_79_-_home_energy_efficiency_programmes_for_scotland.
http://www.edinburgh.gov.uk/download/meetings/id/47283/item_79_-_home_energy_efficiency_programmes_for_scotland.
http://www.edinburgh.gov.uk/download/meetings/id/47298/item_714_-_redhall_house_and_lawn_progress_report.
http://www.edinburgh.gov.uk/download/meetings/id/47298/item_714_-_redhall_house_and_lawn_progress_report.
http://www.edinburgh.gov.uk/download/meetings/id/47298/item_714_-_redhall_house_and_lawn_progress_report.

1 June 2015, that
they understood the
need for
demonstrable
progress to protect
a deteriorating
building.

2) To agree that a
further report would
be brought to the
Finance and
Resources
Committee no later
than October 2015

or upon

determinations of
the planning
application if
sooner.

16 | 27-08-15 Specialist To circulate a briefing note | Deputy Chief | As soon as 04-09-15 Briefing note
Marketing and PR | to elected members on the | Executive possible circulated -
for the Assembly | amount of revenue that closed.
Rooms and would be created by the
Church Hill specialist marketing
Theatre - Award | contract.
of Contract

17 | 27-08-15 Property To investigate the number | Deputy Chief | As soon as
Conservation - of cases that had not Executive possible
Programme initially been involved in
Momentum the Deloitte review but had

Finance and Resources Committee — 29 August 2013 — 27 August 2015
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http://www.edinburgh.gov.uk/download/meetings/id/48002/item_716_-_specialist_marketing_and_pr_for_the_assembly_rooms_and_church_hill_theatre_-_award_of_contract
http://www.edinburgh.gov.uk/download/meetings/id/48002/item_716_-_specialist_marketing_and_pr_for_the_assembly_rooms_and_church_hill_theatre_-_award_of_contract
http://www.edinburgh.gov.uk/download/meetings/id/48002/item_716_-_specialist_marketing_and_pr_for_the_assembly_rooms_and_church_hill_theatre_-_award_of_contract
http://www.edinburgh.gov.uk/download/meetings/id/48002/item_716_-_specialist_marketing_and_pr_for_the_assembly_rooms_and_church_hill_theatre_-_award_of_contract
http://www.edinburgh.gov.uk/download/meetings/id/48002/item_716_-_specialist_marketing_and_pr_for_the_assembly_rooms_and_church_hill_theatre_-_award_of_contract
http://www.edinburgh.gov.uk/download/meetings/id/48002/item_716_-_specialist_marketing_and_pr_for_the_assembly_rooms_and_church_hill_theatre_-_award_of_contract
http://www.edinburgh.gov.uk/download/meetings/id/48002/item_716_-_specialist_marketing_and_pr_for_the_assembly_rooms_and_church_hill_theatre_-_award_of_contract
http://www.edinburgh.gov.uk/download/meetings/id/48015/item_729_-_property_conservation_-_programme_momentum_progress_report
http://www.edinburgh.gov.uk/download/meetings/id/48015/item_729_-_property_conservation_-_programme_momentum_progress_report
http://www.edinburgh.gov.uk/download/meetings/id/48015/item_729_-_property_conservation_-_programme_momentum_progress_report
http://www.edinburgh.gov.uk/download/meetings/id/48015/item_729_-_property_conservation_-_programme_momentum_progress_report

Progress Report

offered to pay to have their
cases reviewed.

18 | 27-08-15 Proposed 25 To request that officer from | Acting Not specified
Year Lease of the | Corporate Property work | Director of
Engine Shed, 19 | 5jongside the Rivers Services for
Stl.eo_rmrds Centre Public Social Communities
Lane, Edinburgh )
Partnership/Carr Gomm to
identify alternative
accommodation and to
report the outcome back to
Committee.
19 | 27-08-15 Property To bring a report back to Deputy Chief | 24-09-15
Conservation — the next Committee that Executive
Irrecoverable would provide the total
Sum, Debt Property Conservation
Recovery and .
Settlements costs paid out to recover
the debts that had been
collected.
20 | 27-08-15 Property 1) Toinclude the Deputy Chief
Conservation — contact details of Executive

Claims Recovery

the lead officer for
each project.

2) Toinclude an
additional column in
Appendix 1 in future
reports to represent
the percentages of
non-recoverable
sums.
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http://www.edinburgh.gov.uk/download/meetings/id/48019/item_84_-_proposed_25_year_lease_of_the_engine_shed_19_st_leonards_lane_edinburgh
http://www.edinburgh.gov.uk/download/meetings/id/48019/item_84_-_proposed_25_year_lease_of_the_engine_shed_19_st_leonards_lane_edinburgh
http://www.edinburgh.gov.uk/download/meetings/id/48019/item_84_-_proposed_25_year_lease_of_the_engine_shed_19_st_leonards_lane_edinburgh
http://www.edinburgh.gov.uk/download/meetings/id/48019/item_84_-_proposed_25_year_lease_of_the_engine_shed_19_st_leonards_lane_edinburgh
http://www.edinburgh.gov.uk/download/meetings/id/48019/item_84_-_proposed_25_year_lease_of_the_engine_shed_19_st_leonards_lane_edinburgh

Finance and Resources Committee

10.00 a.m, Thursday, 24 September 2015

Bridgend Farmhouse and Steadings: Update

Item number 7.1

Report number

Executive/routine Executive

Wards 16 - Liberton/Gilmerton

Executive summary

This report updates Committee on the progress by Bridgend Inspiring Growth (BIG) to
obtain lottery funding for the redevelopment of the farmhouse, and seeks approval to
offer the sale of the property to BIG on terms and conditions outlined in this report. BIG
proposes the creation of a social enterprise company to deliver a Learning, Eating and
Exercise Centre following refurbishment and extension.

Links
Coalition pledges P17
Council outcomes co7

(@)
=

Single Outcome Agreement S


9062247
7.1


Bridgend Farmhouse and Steadings: Disposal Update

Recommendations

That Committee:

1.1

1.2

Notes the update on the progress of Bridgend Inspiring Growth (BIG) to obtain
lottery funding for the redevelopment of the farmhouse and steading; and

Authorises the offer of sale of the property to BIG, on the main terms set out in
this report, and on the other terms and conditions to be agreed by the Director of
Services for Communities.

Background

2.1

2.2

Main

On 29 April 2014, the Economy Committee authorised the sale of the property to
BIG, as shown outlined in red on the attached plan. The full decision was:-

To authorise a 12 month lease of the property to Bridgend Inspiring Growth
(BIG) to enable stage two lottery funding to be progressed;

To authorise sale of the property to BIG if it is successful in securing stage two
lottery funding within the next 12 month;

To accept that if stage two lottery funding is not progressed after 12 months, a
report will be brought back to Economy Committee recommending options for
sale of the property; and

To refer the report to the Finance and Resources Committee for ratification.

This decision was ratified by the Finance and Resources Committee on 7 May
2014.

BIG proposes to create a social enterprise company to refurbish and extend the
property to deliver a Learning, Eating and Exercise Centre.

report

3.1

3.2

Negotiations on the terms and conditions of the lease were protracted, however,
BIG entered into a lease of the property for one year from the 1 October 2014
until 30 September 2015.

BIG secured development funding from the Big Lottery (£50,000) to prepare its
stage two application in April 2014 enabling it to appoint a design and project
development team. Both teams were appointed in the autumn of 2014, and
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3.3

3.4

3.5

3.6

3.7

3.8

work began in designing the renovation and workshops, and preparing the
lottery application and business plan.

Planning permission for the renovation work and new workshops was secured in
April 2015. As part of this work all necessary surveys have been carried out
(including asbestos survey; bat survey; CCTV survey; drainage survey;
archaeological survey etc). The restored building will provide a strategic base to
deliver learning, providing access to cooking and healthy eating and exercise,
and the promotion of healthy lifestyles.

Following the lease of the property, BIG has undertaken community consultation
and has developed and delivered a programme of various activities on the site,
including weekly drop in sessions, where volunteers undertake cleaning and
maintenance work on the surrounding grounds and building interior. Other
initiatives, which have been undertaken, are DIY renovation courses, craft
groups, stone wall restoration courses, forest workshops and various outreach
and education programmes. It is proposed that these uses will continue in the
refurbished property.

A stage two lottery application, and business plan were submitted to the Lottery
in June 2015. The lottery application was made to the Big Lottery: Investing in
Communities: Supporting 21°t Century Life. This fund closed for new
applications on 30 June 2015.

In order to be considered for a lottery grant, BIG requires the ownership of the
property to be transferred. The Investing in Communities lottery fund is designed
to support communities to take more control, and influence over their own future,
through ownership of assets.

BIG’s application to the fund is predicated on the asset being transferred at nil
consideration, and will be considered by the Investing in Communities lottery
fund committee on the 7 October 2015. This is their expectation following the
previous decisions of the Council.

Following the marketing of the property, the market value has been established
at £205,000.The previous decision of the Economy and Finance and Resources
Committees was to offer the property for sale to BIG subject to securing the
necessary stage two funding. Consequently, the following terms and conditions
are proposed to be offered:-

Purchaser: Bridgend Inspiring Growth;

Price: £205,000;

Use: Learning, Eating and Exercise Centre and for no other purpose;

Conditions: Subject to obtaining stage two lottery funding from Investing in
Communities: Supporting 215 Century Life and completion of the
project as outlined in the planning permission; and

Costs: BIG will pay the Council reasonably incurred legal and surveyors
fees.
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Measures of success

4.1  The reinstatement of a dilapidated property and supporting the community to
deliver a Learning, Eating and Exercise Centre.

Financial impact

5.1 A capital receipt of circa £205,000 credited to the general fund.

Risk, policy, compliance and governance impact

6.1 If the Community Group are unable to obtain a lottery grant to refurbish the
property, the deterioration may have an impact of future value.

6.2  Failure of the social enterprise company to achieve the outcomes described in
it's business plan resulting in closure of the enterprise.

Equalities impact

7.1 If BIG purchases the property for a learning centre for ecological and
environmental education, including a learning, eating and exercise centre, the
rights to health, education and learning will be enhanced.

7.2 By targeting the centre towards people with disabilities, and disadvantaged local
residents, the proposal would have a positive impact on the public sector duty to
advance equality of opportunity.

7.3 By offering the property to BIG, other potential purchasers will be excluded. This
is held to be justifiable and proportionate if the benefits of BIG’s proposal are
achieved.

Sustainability impact

8.1  Any refurbishment or extension of the property will comply with minimum
building standards and incorporate modern sustainable methods of construction.

Consultation and engagement

9.1 Ongoing discussions with Bridgend Inspiring Growth representatives.

9.2 Discussions with the Investing in Communities lottery fund representatives.

Background reading/external references

Minutes of Economy Committee meeting of the 29 April 2014.

Finance and Resources Committee — 24 September 2015
Page 4



John Bury

Acting Director of Services for Communities

Contact: Alistair McArthur, Consultant Estates Surveyor
E-mail: alistair.mcarthur@edinburgh.gov.uk | Tel: 0131 529 5261

Links

Coalition pledges
Council outcomes
Single Outcome

Agreement
Appendices

P17 — Continue efforts to develop the City’s gap sites and
encourage regeneration.

CO7 — Edinburgh draws new investment in development and
regeneration.

S04 — Edinburgh’s communities are safer and have improved
physical and social fabric.

Location Plan.
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Finance and Resources Committee

10.00am, Thursday, 24 September 2015

Transformation Programme: Property and Asset
Management Strategy

Item number 7.2

Report number
Executive/routine
Wards

Executive summary

This report sets out the business case for property and asset management which aims
to deliver in excess of £9million recurring annual savings as part of the Council’s wider
Transformation Programme.

If the recommendations set out in the business case are approved it is estimated that
the net saving in the first four years will be in the region of £18million, increasing to a
net saving of approximately £80million over a 10 year period.

As well as seeking to deliver significant financial benefits the business case also aims
to create a credible, focused and sustainable delivery organisation for property and
facilities management; provide a fit for purpose, right-sized and safe estate; provide an
appropriate level of service at an acceptable and efficient cost; and act in a commercial
manner in pursuit of maximising value for the Council.

Links

Coalition pledges
Council outcomes

Single Outcome Agreement

*€DINBVRGH -

THE CITY OF EDINBURGH COUNCIL



9062247
7.2


Finance and Resources Committee

Transformation Programme: Property and Asset
Management Strategy

Recommendations

1.1 To approve the recommendations set out in the Deloitte business case as
follows:

1.1.1 to speed up the consolidation of property related budgets and associated
resources into Corporate Property in line with the assumptions
underpinning the business case and to strengthen the property
management control function by no later than 31 December 2015;

1.1.2 Continue to incorporate changes to the financial baseline through the
change control process and to re-profile the current revenue savings from
IPFM to the new Asset Management Strategy (AMS);

1.1.3 To proceed with the planned investment strategy outlined in Section 4 of
the business case, including consolidation of the investment portfolio and
reinvesting the sale proceeds into the acquisition of income generating
assets;

1.1.4 To approve the adoption of the Enterprise Wide Strategic Partner model
and to proceed with planning for the procurement of an Enterprise Wide
Strategic Partner. This planning should include soft market testing to
confirm market appetite, validation of indicative cost savings outlined in
the business case and further work to confirm the scope of the Partner
arrangement;

1.1.5 To recognise the requirement to remediate the revenue backlog
maintenance. The prioritisation of addressing the backlog should be
based on a proper risk assessment, which could result in a requirement
for additional capital expenditure in maintenance projects;

1.1.6 To develop a revised Service Level Agreement (SLA) for FM services with
estate users that reflects the proposed service delivery model;

1.1.7 To proceed with all of the Estate Rationalisation opportunities outlined in
Section 3 of the business case through engagement with users of the
estate. Furthermore, allocate resources to develop detailed
implementation plans for these opportunities;

1.1.8 Allocate resources to reassess the core portfolio of operational assets
(including libraries, museums and community centres) ensuring
stakeholder engagement and exit planning where appropriate; and
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1.2

1.3

14

1.1.9 Immediately review the current arrangement of transferring assets to EDI
as the preferred option.

To note that the transformation blueprint assumes the Council’s Corporate
Property function will transfer to Corporate Operations (previously Corporate
Governance) and will be led by a Head of Service. Given the ongoing significant
financial pressures (currently £9million pa and increasing in future years) set out
in this report, emergency transitional arrangements will be put in place to support
and reorganise the function prior to appointing the permanent Head of Service.
There will also be a requirement to agree the reconciliation of the respective
budgets within the new Corporate Operations and Place directorates prior to any
transfer occurring. All roles within the Council’s Corporate Property function will
consolidate within Corporate Operations.

Given the Capital Coalition’s presumption against outsourcing of Council
services this report sets out an alternative proposal (Plan B) for delivery of
Facilities Management (FM). If the Committee does not approve the Enterprise
Wide Strategic Partner Model, as recommended in 1.1.4 above, it is
recommended that Plan B is approved in lieu of 1.1.4 as detailed in this report. It
should be noted that this is not the preferred option for the following reasons:

a. The projected annual savings in relation to Facilities Management would
be significantly less under Plan B. Deloitte estimate that the annual FM
savings by year 2024/25 would be in the region of £2.7million as
compared to approximately £6.1million under the Enterprise model, the
savings would also be realised later and would not be guaranteed,;

b. Importantly the net saving over the first four years is only £0.3million if the
alternative proposal is adopted;

c. In order to deliver the reduced annual savings there would be a
requirement for the Council to reduce staff numbers by approximately
250. It should be noted however that this is only an estimate and could
increase following detailed work planning and re-design.

d. The implementation of Plan B would require additional expenditure in the
region of £5.4million to cover additional investment and redundancy
costs.

e. There are significant risks associated with any alternative proposal that
could dilute the annual FM savings even further and/or seriously
jeopardise the FM re-organisation as evidenced by previous experience
with iPFM.

To note that Phase 1 of AMS Transformation Contract with Deloitte is complete,
and agree that the Deputy Chief Executive approves implementation of the
Phase 2 of the Transformation Contract in line with the conditions contained
therein.
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Background

2.1

2.2

2.3

2.4

2.5

2.6

The Council’s estate and related activities were reviewed in 2010, with the
intention to outsource all Property and FM operations to MITIE under the
Alternative Business Model (ABM). This model was rejected at the time and a
decision was taken to retain Property and FM services in-house. Following this
decision, the Integrated Property and Facilities Management (iPFM) Programme
was established. The aim of the Programme was to drive cost efficiency and
achieve improved levels of customer satisfaction

The majority of the original savings requirements set as financial objectives for
iPFM have not been met. As a consequence, the Corporate Property function
currently faces significant and ongoing deficit pressures which will accelerate
unless significant change is implemented.

Current forecasts predict property expenditure will exceed the budget by a total
of £124million over a 10 year period. Annual deficits will range between
£9.2million in year 1 (financial year 2015/16) through to over £14million by year
10.

In March 2015, Deloitte was appointed to prepare an Asset Management
Strategy (AMS) business case to support necessary and significant change for
property and related services within the Council to establish an affordable and fit
for purpose estate.

This AMS business case is now complete and is available in the Transformation
Programme AMS data room. The business case demonstrates the financial and
non-financial impact of the “do nothing” scenario and presents a wide range of
options that have been considered to help achieve the overall objectives of the
Transformation Programme. The business case also details the qualitative and
guantitative assessment of adopting the proposed recommendations. Numbers
have been modelled over a 10 year period in the business case.

The AMS business case is broken down into three core workstreams:

¢ Investment Portfolio Optimisation — Defines the investment portfolio
strategy and outlines the key implementation steps and financial benefits
of adopting the proposed strategy.

e Estate Rationalisation - Outlines cost saving proposals to reduce the
size of the estate. This takes into consideration the Transformation
Programme’s organisational redesign which will affect the size, shape and
location of the future estate; and

e Service Delivery Optimisation — Evaluates a range of FM service
delivery models to generate long term efficiency and cost benefits, whilst
achieving service delivery requirements;
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2.7

Main

The business case also discusses the consolidation of property related budgets
and associated resources into Corporate Property from other Council
departments and the strengthening of the property management control function.

report

3.1

3.2

3.3

3.4

3.5

3.6

Business Case Summary

Investment Portfolio Optimisation

The Council’'s non-operational investment portfolio consists of 1,124 assets
(excluding HRA, Transport and Culture and Sport) with an estimated value of
£222.2million. In 2014/5 this generated a net rental income of £11.5million per
annum to the Council. As at 1 April 2015, 79% of income was derived from just
50 of these assets.

The AMS business case concludes that the current investment strategy is not
clear and has little or no prioritisation. The portfolio is very diverse compared
with most investment portfolios and there are a large number of concessionary
rental agreements hiding the true costs of awarded subsidies. Deloitte has also
identified a need to significantly improve management information and to update
software systems to support this.

The business case recommends the implementation of a clear investment
strategy to be applied to the existing portfolio and considered for future
investment decisions which, if implemented, will result in a smaller, more
focused and better performing portfolio. Particular attention is drawn to the
movement of concessionary rental agreements to market rents, with
complementary budget reallocation where appropriate and approved.
Furthermore it recommends the procurement of a new off-the-shelf Estates IMS
solution.

In implementing the proposals set out in the business case Deloitte estimates
that an increase in income of around £2million can be achieved by year 4
(2018/19).

Estate Rationalisation

This relates to the Council’s operational portfolio spanning offices, schools,
theatres, museums, care homes, community centres and parks.

Changes in the size and shape of the Council workforce will require a
restructured estate to match. The size of the estate footprint is increasing rather
than decreasing, and a large proportion of the estate is in poor condition with an
increasing backlog of maintenance needs. The business case concludes that the
only way to deliver a lower cost, fit-for-purpose and safe estate, whilst meeting
the financial saving targets, is to reassess and reprioritise the Council’s core
portfolio and to also increase the rationalisation of non-office assets.
Furthermore the business case concludes that the current arrangements with
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3.7

3.8

3.9

3.10

3.11

3.12

EDI and surplus assets are not clear. This could potentially have a significant
negative impact on wider capital investment plans for the Council.

To align the portfolio to future footprint requirements and achieve savings
through a transition towards a smaller and better quality estate the business
case recommends implementing a portfolio restructuring to respond to the
emerging Council footprint; reviewing opportunities for rationalisation of non
office portfolio through a cross departmental and stakeholder forum; extending
modern work practices to encourage flexibility and reduce costs; and
establishing a new governance framework for property disposals with particular
reference to current disposal arrangements in place with EDI.

In implementing the proposals set out in the business case Deloitte estimate that
annual savings in the region of £2million can be achieved by year 4 increasing to
approximately £2.5million by year 7.

Service Delivery Optimisation

Service Delivery Optimisation covers hard and soft facilities management
services (FM), asset management planning, capital project design and
management and attendant support services. Annual costs are approximately
£48million with most services delivered in-house.

There are a number of key issues that the business case is seeking to address
and these can be broken down into three categories (Commercial/Service
Level/Staff Impact).

In the commercial category, annual costs are in excess of industry benchmarks
with little access to best practice, Edinburgh Building Services (EBS) is not
demonstrating a good level of service or value for money. Cost data and
management information is relatively poor and there is a significant under
investment in planned and lifecycle maintenance. With regards to service levels
there is a decreasing satisfaction with the current service and limited Service
Level Agreements are in place. The asset database roll out has been
significantly delayed and backlog maintenance is increasing. Furthermore
governance processes are not clear or formalised. With regards to staff impacts,
the Council has an ageing workforce with very limited development and training
opportunities. This limits the opportunity to access best practice techniques and
investment.

Five options for Service Delivery Optimisation have been considered by Deloitte
in the business case as well as a “do nothing” scenario. The Options considered
are:

e Technical Advisor
e Managing Agent
e Service Partner

e Joint Venture
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e Enterprise Wide Strategic Partner

3.13 All five options were measured against strategic objectives and critical success

3.14

3.15

3.16

criteria set out in the business case. Managing Agent and Enterprise Wide
Strategic Partner were shortlisted.

In the final analysis the Enterprise Wide model scored significantly better.
Deloitte also note a number of risks associated with the Managing Agent
approach. These include:

¢ insufficient appetite from the market to engage with the Council in a
Managing Agent role at a competitive price;

¢ the Council not attracting the required calibre of staff from the Managing
Agent as these individuals could generate higher revenue for their
employers on Total Facility Management contracts elsewhere; and

e savings being realised later than required due to the time it would take to
procure a managing agent and reduce staff numbers;

The estimated savings levels, relative to the Enterprise Wide model, are also
insufficient to meet the Council’'s programme objectives. The Enterprise Wide
model can deliver over 2.5 times the annual financial benefits of any other model
set out in the business case. Figure 1 sets out the comparative annual savings
of three of the options including Technical Advisor and the two shortlisted
options. The Service Partner and Joint Venture models both involved TUPE
transfer of operational staff, and scored lower than the Enterprise Wide model in
the options appraisal. Neither model was therefore taken forward.

Financial Option Analysis - Estimated Annual Savings

Financial Saving (Em)
IS
o

15/16 16/17 17/18 18/19 19/20 20/21 21/22 22/23 23/24 24/25

Technical Advisor (Est) = Managing Agent m Enterprise Wide Strategic Partner

Figure 1 — Financial Option Analysis Annual Savings

The annualised savings shown above translate into 10 year savings of
approximately £9million for the Technical Advisor, £17 million for the Managing
Agent and £46million for the Enterprise Wide Strategic Partner. These savings
are not net of any restructuring costs such as external advisors fees or
redundancy costs.
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3.17

3.18

3.19

Deloitte conclude that the Enterprise Wide Strategic Partner model can drive
efficiencies more effectively than any of the other models assessed and
therefore deliver significantly higher savings. When set against the categories
the business case is seeking to address this can be achieved through:

Commercial

¢ reducing cost of delivery by up to 10% from cross-service synergies and
economies of scale;

e joined up responsibility supporting a lifecycle approach if incentivised
correctly; and

e driving efficiencies in the management and delivery of services.

Importantly this route to cost savings can be achieved without significant
redundancy costs to the Council

Service level
¢ single accountability for performance; and

e increased levels of investment in service development and energy
management in return for greater scope/revenue.

Staff impact

e transferring staff (with TUPE protection) to the supplier, who will develop staff
to support their wider operations.

Overall the Enterprise Wide Strategic Partner model best meets the range of
Strategic Objectives and Critical Success Factors set out in the business case.
On this basis Deloitte recommend that soft market testing should be carried out
to confirm market appetite, validate the indicative cost savings outlined in the
business case and to confirm the scope of the Partner arrangement including
how any future contract may be structured.

Financial Summary

A summary of the Property Expenditure, Income and Capital Financial Baselines
are set out in the AMS business case.

The business case demonstrates that property expenditure is forecast to exceed
the expenditure budget (affordability baseline) in each financial year up to
2024/25. Unless significant measures are put into effect immediately to help
address the current and projected overspend, deficits will continue. This will
create further financial pressures on Corporate Property and consequently, will
adversely affect service delivery. Figure 2 sets out the profile of the Affordability
Baseline against the Property Expenditure Financial Baseline.
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Figure 2 — Ten Year Affordability vs Property Expenditure

110
100
90

80 -

70

60

Expenditure/Affordability (EM)

15/16 16/17 17/18 18/19 19/20 20/21 21/22 22/23 23/24 24/25

== Affordability Baseline Property Expenditure Financial Baseline

3.20 If all of the initiatives set out in the business case are fully implemented, there
would be a significant impact on the projected overspend in Corporate Property.
There may also be an opportunity to ringfence a proportion of any savings to
fund much needed maintenance of the Council’s operational estate including
schools.

3.21 The financial benefits of these savings initiatives can be summarised in Figure 3
and the accompanying table below.

Figure 3 — AMS Savings vs Property Expenditure & Affordability Baseline
110
100
90

/
80 %

70

60

Expenditure/Affordability (EM)

50
15/16 16/17 17/18 18/19 19/20 20/21 21/22 22/23 23/24 24/25

Property Expenditure Financial Baseline (current cost when budgets migrated)
= (+) Property Expenditure after ER Savings
== (+) Property Expenditure after ER savings achieved + FM savings
== (+) Property Expenditure after ER & FM savings achieved + investment initiatives

== Affordability Baseline (Indexed)
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Estimated savings from AMS initiatives

Existing Deficit (EM) (9.2) (9.5 (121) (12.3) (12.6) (13.0) (13.3) (13.6) (14.0) (14.4)

Savings from ER (EM) 0.1 -0.2 1.6 18 2.2 2.3 2.4 2.4 25 2.5

Savings from FM (EM) 0.0 14 51 5.2 5.4 5.5 5.7 5.8 6.0 6.1

Income fromIP (EM) 0.0 1.3 1.8 1.9 2.1 2.1 2.1 2.1 2.1 2.1

Total AMS Savings (EM) 0.1 24 8.6 8.9 9.7 10.0 10.2 10.4 10.6 10.8

Revised Deficit post
AMS initiatives

(EM) (9.1) (7.0) (3.5 (34) (3.0) (3.00 (3.1) (3.3) (3.4) (3.6

Source: AMS analysis

ER = Estates Rationalisation = FM = Service Delivery Optimisation IP = Investment Portfolio Optimisation

3.22

3.23

3.24

3.25

3.26

3.27

Whilst implementing all the measures set out in the business case would have a
significant impact on the projected overspend in Corporate Property, it would still
not eradicate the projected deficit. From 2017/18 onwards the Council would still
need to fund an annual deficit of between £3million and £3.6million.

At the Finance and Resources Committee on 15 January 2015 the Capital
Coalition Motion in relation to Item No. 7.3, BOLD Business Cases: delivering a
lean and agile Council notes at point 5 that “the overall transformation
programme will be undertaken against the framework of...a presumption against
outsourcing of Council services”

The Enterprise Wide Strategic Partner model does envisage outsourcing Council
services and in response to the above Motion the AMS team was asked to
provide an alternative proposal that would retain services in-house. This is
presented below as “Plan B”. It should be noted however that any alternative to
the Enterprise Wide Strategic Partner model will deliver significantly lower
annual savings which will only serve to increase the pressure on the deficits set
out in the table above.

Alternative Proposal (Plan B)

Under Plan B Facilities Management is retained in-house and re-built using a
combination of Council and external resources provided by Deloitte.

The Investment Portfolio and Estates Rationalisation strategies set out in the
AMS business case would not alter and would be delivered by the in-house
team with external support.

The Plan B model would involve the rebuilding of the FM business from the
bottom up including a full restructuring of the current in-house team. The plan
would not require TUPE transfer of staff but redundancies and resources to
administer redundancies would be required. Investment in technology, training
and new recruitment would also be required and the Council would be
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responsible for the performance management of staff and leading negotiations
with trade unions during the redundancy programme.

3.28 The projected annual savings in relation to Plan B would be significantly less
than the Enterprise Wide Model. Deloitte estimate that the annual savings by
year 2024/25 would be in the region of £2.7million for Facilities Management as

compared to approximately £6.1million under the Enterprise model.

3.29 The financial implications of adopting Plan B are summarised in Figure 4 and the

accompanying table below.

Figure 4 — Plan B Savings vs Property Expenditure & Affordability Baseline

110

100

90

80

70

60

Expenditure/Affordability (EM)

50
15/16 16/17

17/18

18/19

19/20

20/21

21/22

22/23

23/24

Property Expenditure Financial Baseline (current cost when budgets migrated)

= (+) Property Expenditure after ER Savings

== (+) Property Expenditure after ER savings achieved + FM savings
= (+) Property Expenditure after ER & FM savings achieved + investment initiatives

== Affordability Baseline (Indexed)

Financial Year

/
%

24/25

Existing Deficit EM) 95 95 121 123 -126 13 133 -13.6 -14  -144
Savings from ER EM) 91 02 16 18 22 23 24 24 25 25
Savings from FM EM) 04 03 18 21 19 24 24 26 26 27
Income from IP EM 13 18 19 21 21 21 21 21 21

Total AMS Savings EM 53 08 16 58 62 68 69 71 72 13

Revised Deficit post AMS

(EM)
initiatives -9.5 -8.7 -10.5 -6.5 -6.4 -6.2 -6.4 -6.5 -6.8 -7.1

3.30 Under Plan B there are additional management costs in the early years and
savings would be realised later as the in-house team begins to restructure. A

comparison of costs are set out later in this paper.

Finance and Resources Committee — 24 September 2015

Page 11



3.31

3.32
3.33

It should also be noted that 100% of the financial saving will be delivered from
the point of contract go-live under the Enterprise Wide Model. By comparison
Plan B will take a further 12-18 months to deliver any FM financial savings.

A more detailed comparison of the options is set out below.

If a decision is taken to adopt Plan B then consideration needs to be given to a
number of operational risks that could significantly reduce any FM savings.
These include:

a.

g.

Scale and complexity of challenge — The Council will be rebuilding a
2,000 strong FM business covering aspects such as new service levels
and work scheduling through to performance management, training and
IT infrastructure;

Management capability and capacity — FM is not core business and the
Council will need to attract and retain specialist managers at a higher
cost, this is likely to require working outside current Council salary bands;

No long term access to market best practice — The Council will need to
build this capability within the current team and invest so that it becomes
capable of continuous improvement;

. Lack of flexibility in workforce — The Council will need increased freedoms

to transform the workforce. These changes will be significant and will
include approximately 250 redundancies, changes to shift patterns and a
move to flexible working arrangements, changes to some employees
current Terms & Conditions and revised pay bands for some
management positions;

Lack of agility in decision making - To ensure decisions are made in a
timely manner robust revised governance arrangements will need to be
put in place. The Council’s senior management team will require a level of
delegated authority within paramaters agreed with the Finance &
Resource Committee;

Lack of investment to enable funding —Investment will need to be made
available to enable change; and

Lack of track record — iPFM failed to achieve estimated savings or change

Comparison of Enterprise Wide Model and Plan B

3.34 The cost to implement the Enterprise Wide Model are estimated to be
£2.3million. This is compared with the Plan B implementation costs estimated to
be £7.7million.

3.35 The two key areas of difference in implementation costs are as follows:

a.

Facilities Management Delivery - The Council will need to create and fund
a new training programme for FM staff and implement a new IT system to
monitor service levels, work undertaken, costs at a site level and asset
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condition. This is currently assumed to be an additional £1.0M but will
need further validation.

b. Redundancy Costs — Under Plan B the Council is not able to redeploy
staff onto other contracts and will need to restructure the workforce
internally and make redundancies. The current estimated savings assume
a reduction of 200-300 staff based on discussions with Management,
though further detailed work planning and redesign is required to
establish the actual level of redundancy.

3.36 Once the current estimate of implementation costs are deducted from the gross

savings Plan B will generate just £0.3M in net savings over the first four years.
This is shown in the table below.

PLAN B: Alternative Proposal (EM)

| dinancalvear | s/ | a6/17 | 17718 | as/10 | 19/0 | 20/21 | 21722 | 2223 | 23724 | a/5

Savings -0.3 0.8 1.6 5.8 6.2 6.8 6.9 7.1 7.2 7.3
T o o o ss 6.2 6.8 6.9 7.1 72 73
Net Savings Total (4 Year) 0.3

Net Savings Total (10 Year) 41.8

3.37 The tables below show that the Alternative Proposal delivers £17.4M less in
financial savings over the next four years compared to the Enterprise Wide
model. This rises to £37.6million over the 10 year appraisal period which would
increase the deficit from £45M to £83M over the same 10 years.

PLAN A: Enterprise Wide (€M)

0.1 2.4 8.6 89 9.7 10 10.2 104 10.6 10.8

Implementation Costs 0.9 1.4

Net Saving -0.8 1.0 8.6 8.9 9.7 10.0 10.2 10.4 10.6
PLAN B: Alternative Proposal (EM)

-0.3 0.8 1.6 5.8 6.2 6.8 6.9 il 7.2 7.3
Implementation Costs 1.0 3.0 37

13 22 21 58 62 68 69

10.8

7.1 7.2 7.3

Difference [ 0.4 3.2 10.7 3.1 ] 3.5 3.2 3.3 3.3 3.4 3.5
4 Year Difference (EM) 172.4

10 Year Difference (EM)

Conclusions

3.38 There is clearly a need to implement measures in relation to the Council’s estate
and estate related activities and the proposals set out in the attached business
case will deliver significant annual savings. The Enterprise Wide Strategic
Partner model delivers significantly greater benefits than any other service
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delivery model and accounts for over 50% of the annual savings projected by
Deloitte.

3.39 Despite this, an alternative FM delivery model has also been considered in
response to the Council’s a presumption against outsourcing of Council services.
This is not the preferred solution for the reasons set out above and would reduce
the potential annual savings significantly while requiring additional expenditure in
the region of £5.4million. Importantly the net saving over the first four years is
only £0.3million.

3.40 This needs to be considered against a backdrop of the Council still having to
fund an annual deficit of up to £3.6million even after all the measures proposed
in the business case have been implemented. There are also significant risks
associated with any alternative proposal that could dilute the annual FM savings
even further or indeed lead to failure of the FM re-organisation as evidenced by
previous experience with iPFM.

3.41 In support of the proposals set out in this report Deloitte will need to be retained
to either assist in the delivery of the proposals set out in the AMS business case
or to assist with implementing Plan B. Deloitte was appointed as successful
bidder under a Consultancy One Multi-Specialism Project Delivery Framework
Agreement contract following a competitive, quality and outcomes-evaluated
tender process, through delegated authority from the Convenor and Vice-
convenor of the Finance and Resources Committee and the Director of
Corporate Governance, in April 2015.

The contract comprised two sequential phases:
Phase 1 — Development of plans into a business case

Phase 2 — Implementation of those plans which were successful in progressing
through the initiatives, once approved by the Council boards as appropriate.

Deloitte can therefore be engaged immediately to begin delivery and delegated
approval is requested in this report under the existing agreement for Deloitte to
deliver the Implementation Phase.

Measures of success

4.1 The business case has identified significant financial and non-financial benefits
associated with the asset management and Corporate Property function that are
in line with the wider objectives of the Council’s Transformation Programme.

Financial impact

5.1 The Council’s Corporate Property function will transfer to Corporate Operations
(previously Corporate Governance) and will be led by a Head of Service. Given
the ongoing significant financial pressures (currently £9million pa and increasing
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5.2

5.3

in future years) set out in this report, emergency transitional arrangements will
be put in place to support and reorganise the function prior to appointing the
permanent Head of Service. There will also be a requirement to agree the
reconciliation of the respective budgets within the new Corporate Operations
and Place directorates prior to any transfer occurring. All roles within the
Council’'s Corporate Property function will consolidate within Corporate
Operations.

Whilst implementing all the measures set out in the business case would have a
significant impact on the projected overspend in Corporate Property it would still
not eradicate the projected deficit. From 2017/18 onwards the Council would still
need to fund an annual deficit of between £3million and £3.6million.

There are external implementation costs associated with delivering the AMS
business case and these are set out in this report.

Risk, policy, compliance and governance impact

6.1

6.2

6.3

6.4

Recommendations in Deloitte business case are not approved leading to
significantly reduced annual savings.

Procurement of the Enterprise Wide Strategic Partner is delayed and financial
savings are not realised in line with the projections set out in the business case.

Implementation of the Estates Rationalisation and/or the Investment Portfolio
Optimisation cannot be delivered in the timescales envisaged due to stakeholder
resistance.

Additional financial pressures are brought to bear, for example, implementing the
revenue backlog maintenance and addressing any health and safety issues.

Equalities impact

7.1

The contents and proposals of this report have been assessed with respect to
the Equality Ac t 2010 public sector equality duty. In this regard, an equality and
rights impact assessment has been initiated, and initial findings have indicated:

1. Reducing property costs, specifically the proposal to identify an enterprise
wide strategic partner, will enable greater savings to be realised, which in
turn will enable more effective protection of frontline services to vulnerable
citizens, and meeting demographic pressures.

2. Projects exploring the feasibility of asset transfer to community groups could
empower communities, particularly those in deprived communities.

3. Anyimpacts on employment conditions as a result of different service
delivery models will be assessed further through the impact assessment
process.
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4. Any changes to concessionary lets to third sector and community groups,
and consequent impacts, could be managed through the grants and
contracts process.

5. Co-location opportunities, if delivered, could improve and simplify access to
council and partner services, especially those individuals or families who
require multiple services.

6. Proposals to improve the coordination of asset management, and to drive
forward property rationalisation, should lead to improvements in physical
accessibility at council premises.

Sustainability impact

8.1 The contents and proposals contained in this report have been assessed with
respect to the Climate Change (Scotland) Act 2009. In this regard, a
sustainability, adaptation and mitigation impact assessment has been initiated,
and initial findings have indicated:

1. A need to further improve energy efficiency within council buildings in order
to tackle green house gas emissions, and to save money on energy costs
and carbon taxes.

2. A need to further improve internal waste reduction measures within council
buildings, linked to the council’s wider waste minimisation strategy. Such
improvements will lead to savings being released from landfill taxes and
carbon taxes, and will militate against greenhouse gas emission which
emanate from landfill.

3. Opportunities to minimise staff travel through smarter working and co-
location across the council’s estate should save the council money on
transport costs, carbon taxes and will militate against greenhouse gas
emissions.

4. Any future facility management service delivery models would need to take
cognisance of the ‘Food for Life’ and ‘Soil Association’ accreditation projects
to ensure the food provided in council premises was sustainable, sourced
locally and seasonal.

Consultation and engagement

Corporate Leadership Group — 5 August 2015
Capital Coalition — 10 August 2015
Capital Coalition Working Group — w/c 24 August 2015
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Background reading/external references

Item 8.2 - Council Transformation Programme: Status Report - 25" June, City of
Edinburgh Council

Alastair Maclean

Deputy Chief Executive

Contact: Rob Leech, SRO - AMS Workstream

E Mail: rob.leech@edinburgh.gov.uk | Tel: 0131 469 3796

Links

Coalition pledges P30 - Continue to maintain a sound financial position including long-
term financial planning

Council outcomes CO25 - The Council has efficient and effective services that deliver on

objectives
Single Outcome SO1 - Edinburgh's Economy Delivers increased investment, jobs and
Agreement opportunities for all

SO2 - Edinburgh's citizens experience improved health and wellbeing,
with reduced inequalities in health

SO3 - Edinburgh's children and young people enjoy their childhood
and fulfil their potential

SO4 - Edinburgh's communities are safer and have improved physical
and social fabric

Appendices
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2016/20 revenue and capital budget framework

Item number 7.3

Report number
Executive/routine
Wards

Executive summary

Following an extensive period of discussion and elected member consideration, the
Capital Coalition has developed a range of proposals comprising the budget framework
to form the basis of public engagement. The framework brings together savings from
both the transformation and service prioritisation programmes in an integrated plan,
setting out how resources available for investment in frontline service priorities will be
maximised.

The framework reaffirms the previous requirement to identify at least £107m of
recurring annual savings by 2019/20, with the opportunity also taken to provide a
sustainable means of addressing expenditure pressures in the Health and Social Care
and Corporate Property service areas. A range of proposals to bridge these gaps
spanning both the transformation programme and service prioritisation workstreams is
set out.

Based on projections of total resources available and assuming approval by Council,
the net level of proposals identified would be sufficient to set a balanced budget in each
of the first three years of the framework but with a remaining gap in 2019/20 which will
require the identification of additional savings proposals once the Council’s revised
operating model has bedded in.


9062247
7.3


Report

2016/20 revenue and capital budget framework

Recommendations

1.1 Members of the Finance and Resources Committee are asked to:

1.1.1 note the contents of this report in the context of considering the Council’s
revenue and capital budget framework;

1.1.2 note that the total value of the officer proposals set out in this report
provides the potential for a balanced revenue budget to be set;

1.1.3 approve the issuing for public engagement of the proposals listed in
Appendix 1;

1.1.4 note the potential additional capital receipts of £7.9m that may be realised
over the period of 2015/20 Capital Investment Programme and the
proposal that these be split equally between (i) supplementing planned
repairs and maintenance spend through use of the Capital Fund and (ii)
providing additional capital investment for priority areas;

1.1.5 authorise Executive Directors to take forward detailed planning and
development of the savings proposals contained within the budget
framework including, where relevant to a savings proposal, planning,
development and consultation in accordance with the Council’s
Organisational Review procedure;

1.1.6 note that additional details of the officer proposals to address the savings
requirements for the Business and Support Services (BSS) and Citizens
and Localities (C&L) workstreams will be brought back to the Committee
during the public engagement period; and

1.1.7 recognise that the budget framework includes a number of proposals that
are efficiency-related or not otherwise considered material decisions
requiring to be the subject of public engagement and thus refer this report
to Council on 22 October to approve the savings set out in Appendix 2.

Background

Revenue budget and Long-Term Financial Plan overview

2.1 As has been documented in a number of previous reports, setting the annual
revenue budget requires increasingly-difficult choices to be made in reconciling
rising demand and increasing costs of providing services with real-terms
reductions in available funding.

2.2  Despite this, the Council’'s approved revenue budget, at some £975m in
2015/16, remains substantial and provides an on-going opportunity to invest in



2.3

citizens’, and the city’s, priorities. Within this, £19m relates to corporate,
centrally-held budgets, £119m to loan charges associated with servicing debt for
expenditure through the capital programme and £26m to monies provided
through the Local Government Finance Settlement for the Council Tax
Reduction Scheme (CTRS). The remaining £811m is spent on a diverse range
of services. The chart below shows how budgets are distributed across the
current key service areas:

Economic

Valuation
Development,

Corporate Joint Board,
Governance, £4m

o Children and Families includes the provision of nursery, primary,
secondary and special school education and care of vulnerable children;

o Corporate Governance includes culture and sport and the costs of the
Council’s governance arrangements and other corporate systems;

o Economic Development includes supporting inward investment and helping
unemployed people into work or learning;

o Health and Social Care includes services for older people and adults with
physical and learning disabilities, mental health services and criminal
justice services; and

Services for Communities includes waste services, parks, libraries, roads,
transport and parking, homelessness prevention and planning services.

The overall savings requirement in any given year need is a complex product of
the difference between the financial impact of the increased need to spend
(primarily due to inflationary, demographic and legislative factors) and changes
in available resources through grant funding, Non-Domestic Rates, Council Tax
and fees and charges.



2.4

2.5

2.6

2.7

Main

As members will be aware, the Council is one of relatively few in Scotland to
make explicit provision for the costs of demographic change in its budget, with
an additional £9.8m allocated within the Long-Term Financial Plan in 2015/16.
Following Committee’s approval in June to increase by £2.1m the level of
demographic-related funding included within the budget baseline (in turn
reflecting further pressures identified within the Children and Families service
over and above previous estimates), a total of £12.2m of additional provision is
now included in the 2016/17 budget, with further sums incorporated in
subsequent years.

As noted in subsequent sections of this report, there is a risk that even these
sums are insufficient. Given on-going reductions in overall funding availability,
however, there remains a more fundamental need to consider the affordability of
this strategy, and wherever possible, re-direct funding towards transformational
and / or more preventative approaches to manage rising demand more
effectively. This management of demand relates to all services but is particularly
important as part of re-establishing financial sustainability within the Health and
Social Care service.

The long-term financial plan also continues to include sums for the impact of
inflation on provision of the Council’s services, whether directly through pay
awards or indirectly through increases in energy costs, non-domestic rates or
contractual uplifts. The combined additional cost of these factors in 2015/16
alone is £13m and the incremental level of pressure is expected to increase in
the medium-term as inflation rates move towards the Office for Budgetary
Responsibility’s 2% target.

The combination of an anticipated cash-terms reduction in grant funding,
continuing demographic-led demand and changes in pensions-related legislation
(resulting in the loss of the current contracted-out employer’s National Insurance
rebate from April 2016, increasing the Council’s annual staffing costs by some
£10m) make the position for 2016/17 particularly challenging; net savings of
£30m require to be identified before pressures elsewhere in the budget are
factored in.

report

3.1

3.2

Revenue budget — overall position

Members of the Committee have received a number of updates in recent months
setting out the Council’s estimated overall savings requirement over the five-year
period from 2015/16 to 2019/20, the most recent of which was included as part
of the Council’s Financial Strategy considered by the Finance and Resources
Committee on 4 June 2015. This assessment pointed to a requirement,
including savings approved as part of setting a balanced budget for 2015/16, to
identify at least £107m of recurring annual savings by 2019/20.

With the exception of the formal incorporation of on-going pressures affecting
the Health and Social Care and Corporate Property services outlined below, this
position remains essentially unchanged and, as such, members’ attention is
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3.3

3.4

3.5

3.6

3.7

drawn to the overview of assumptions on both expenditure and income set out
within the Financial Strategy and the earlier Revenue Budget Framework Update
considered by the Committee on 13 May 2015.

The need to maintain financial sustainability over the medium- to longer-term is
the Council’s primary aim. With this in mind, the financial strategy approved in
June comprises four distinct elements, namely:

e Controlling overspends within the Health and Social Care and Corporate
Property areas and returning them, in due course, to a sustainable financial
footing;

e Implementing and delivering in full the savings approved as part of previous
years’ budget motions;

e Implementing, and delivering the savings associated with, the Council’s
transformation programme; and

e Delivering the remaining savings requirement through use of service
prioritisation, focusing resources on the areas that make the biggest
contribution to the Council’s, and its citizens’, priority outcomes.

Each of these objectives is crucial to developing a sustainable overall plan
explicitly linked to delivery of the Council’s key outcomes.

The assumptions within the Long-Term Financial Plan (LTFP) are based on the
best-available information but nonetheless subject to a number of risks,
particularly with regard to funding levels. The UK Government Spending Review
will be announced somewhat later than usual on 25 November, meaning that the
size of the Scottish Block will not be known until that time.

The Scottish Government then requires to allocate this overall sum, taking into
account as appropriate existing and newly-devolved income-raising powers,
across the main sectors of health, local and central government. While this will
provide the total level of grant funding for local government, this quantum then
requires to be allocated amongst authorities according to a complex series of
distribution formulae. The output of this process has, in recent years, been
subject to a formal checking process by local authority representatives to ensure
its accuracy. Taken together, council-specific allocations are therefore unlikely
to be confirmed until just before Christmas at the earliest but with the risk that
these are not available until early January. While this undoubtedly constitutes a
risk, existing assumptions are considered prudent and will be reviewed as soon
as the quantum of the Local Government block is confirmed.

The LTFP also assumes that 2016/17 will be the last year of the current Council
Tax freeze, reflecting the Scottish Government’s previous intimation that the
policy would be maintained for its full parliamentary term. Beyond this

period, a 3% year-on-year increase is being assumed. The whole area of local
taxation is currently the subject of the jointly-chaired Commission on Local Tax


http://www.edinburgh.gov.uk/download/meetings/id/46983/item_74_-_revenue_budget_framework_201620

3.8

Reform, recommendations from which are anticipated in the autumn. By
definition, this makes future years’ projections more speculative and, as such,
they will be reviewed as additional details of any intended changes become
apparent.

A number of other areas are recognised as risks but not explicitly factored in to
the Council’s overall spending requirements at this time. These are:

() Demography — the review of the current level of provision included within
the LTFP reported to the Committee in June identified additional potential
cumulative pressures of £1.4m/£3.9m/£7.0m, particularly within services
currently comprising Children and Families, over the period from 2017/18 to
2019/20 inclusive. At this stage, pending development of more detailed
savings proposals to support this level of additional investment, these sums
are not reflected in the net saving requirement shown at 3.21 below;

(i) Local Development Plan — anticipated running costs of additional
infrastructure required as a result of the plan, particularly in Children and
Families, have also been identified. These costs, estimated at £3m by
2019/20, are not reflected in the above expenditure projections. There is
also a significant risk that the Council will require to support additional
borrowing associated with the LDP but, pending greater certainty over the
quantum and profile of this requirement, no specific provision is included at
this stage;

(i) City Deal — the Council may incur additional borrowing costs or require
short-term cash flow funding in taking forward the City Deal for the
Edinburgh and South East of Scotland Region. Details will be factored in to
the plan as the quantum and profile of any requirement become clearer; and

(iv) National Minimum Wage — following the Chancellor of the Exchequer’s
announcement of a staged increase in the level of the national minimum
wage to £9 per hour by April 2020, initial modelling work has been
undertaken. While the direct impact upon the Council is not anticipated to
be significant given the current payment of the Living Wage of £7.85 per
hour, the annual financial impact in the area of purchased care (where
average pay rates are currently below this level) could potentially exceed
current levels of provision within the LTFP by around £9m by 2019/20; and

(v) Tram extension — is it anticipated that a further report with associated cost
implications will be presented to Council in October.

As set out later in the report, the framework makes provision, however, for £10m
in 2016/17 and £15m from 2017/18 that could be used to make a contribution to
some or all of the issues above.



3.9

3.10

3.11

3.12

There is also the potential for additional pressures arising from further welfare
and/or pension reform to emerge and relevant details will be incorporated once
proposals are clarified.

Health and Social Care

Progress in addressing the underlying pressures within the Health and Social
Care budget has been the subject of monthly progress reports to the Committee,
with the report elsewhere on today’s agenda setting out current-year pressures
of £16.3m offset by green-assessed mitigating actions of £5.5m. Following the
ratification by Council of one-off corporate measures to a total value of £9.8m,
the Chief Social Work Officer has, on behalf of the service, been instructed to
deliver a further £1m of savings to bring the Council’s overall 2015/16 budget
position back in to balance.

In acknowledging the financial challenges arising from continuing increases in
demand, the budget framework therefore provides an additional £10m to support
the service on an on-going basis. This revised level of resourcing, adjusted for
net changes arising from provision for pay awards, other inflation, demographic
change and applied savings targets, will inform the annual level of resources
transferred to the Integrated Joint Board to the Council from April 2016.

Corporate Property

Material pressures are also apparent in the area of Corporate Property, with
provision for an additional £10m (gross) therefore incorporated within the
framework. In order to address an element of this pressure, it is proposed to
apply the majority of the capital receipt generated from the sale of the Atria to
pay off debt associated with the building’s construction. Any additional receipt
beyond that assumed in the financial framework will be available for Council
priorities. When compared against rental income foregone, this will reduce the
net pressure by £3.5m /E2m/E1m/£1m respectively over the period from 2016/17
to 2019/20. These pressures are both incorporated in the updated cumulative
funding gap shown at 3.21 below; the analysis takes as its starting point the
assumptions set out in the Council’'s Budget Strategy considered by the
Committee on 4 June.



3.13

Transformation Programme

Some £22m of net savings were approved by Council as part of setting the
2015/16 budget in February 2015. Members were provided with a progress
update on the various workstreams comprising the transformation programme at
the Committee’s last meeting on 27 August. Following a review of the content of
the framework, both the level and associated timescales for delivery of savings
targeted through the Business and Support Services (BSS) and Citizens and
Localities (C&L) workstreams have been reviewed, with the net level of savings
now assumed in the framework set out below.

Transformation workstream (savings shown on cumulative Savings Savings Savings Savings
basis) 2016/17| 2017/18| 2018/19| 2019/20
£m £m £m £m
Citizens and Localities (15% savings in frontline services and 22.7 44.4 44.4 44.4
27% in management by April 2017)
Business and Support Services (26% overall savings by April 7.2 18.4 18.9 18.9
2017; includes Channel Shift)
Property and Asset Management Strategy (Option B) (1.5) (2.8) 5.8 6.2
Payments to Third Parties 2.2 4.4 4.4 4.4
Transformation programme costs (2.4) (1.5) (0.5) (0.5)
Cumulative savings - Transformation Programme 28.2 62.9 73.0 73.4

3.14

3.15

3.16

The savings now targeted through the review of the services within the scope of
the Business and Support Services workstream amount to some 26% by April
2017, with those within the scope of the Citizens and Localities subject to an
assumed 27% management and 15% non-management savings requirement
over the same period. Realisation of savings on this scale requires a wholesale
review of the current range and means of service delivery and, with this in mind,
respective Executive Directors are currently examining options for delivery of
savings to the level required with a view to bringing these to Committee during
the engagement period.

Given the intrinsic link between the underlying rationale of the Channel Shift
business case and release of staff from face-to-face customer contact roles,
relevant savings have now been integrated alongside those for Business and
Support Services. For Payments to Third Parties, the target saving remains
10% of in-scope expenditure and the figure shown above will be kept under
review as firm plans are developed across all service areas.

At this stage, it is not possible to quantify the precise impact on staffing resulting
from realisation of necessary savings. Given that employee costs represent
some 40% of the Council’s gross expenditure, however, it is inevitable that the
changes will result in fewer posts, albeit these will be partially offset by higher
numbers in areas subject to increased, demographic-led demand. Additional
details will be provided during the consultation period as part of the update on




3.17

3.18

3.19

3.20

identification of specific options to realise savings in the Business and Support
Services and Citizens and Localities workstream.

Proposals in respect of the Property and Asset Management Strategy (PAMS)
workstream are included elsewhere on today’s agenda. The report outlines two
potential options for consideration by members but, in the interests of prudence,
the budget framework reflects the broad (lower savings) profile of the “Plan B”
model at this time, pending confirmation of Council’s decision.

In addition to savings proposals developed through the transformation
programme, a number of specific options have been developed by officers and
these are shown in Appendix 1. Subject to approval of this report’s
recommendations, the proposals will be the subject of public engagement.

Consideration, delivery and tracking of the subsequent delivery of these savings
will be considered as part of the integrated plan. As outlined in the previous
transformation programme report on 27 August, this will allow realisation of the
required savings to be aligned to the Council’s strategic planning framework,
simplify execution and increase transparency, with bi-monthly reporting to the
Finance and Resources Committee.

The net impact of the changes in expenditure assumptions and savings
proposals outlined in this report is summarised in the table below. The
framework includes specific provision to recognise that an element of the
savings from the transformation programme proposals will likely accrue to the
Housing Revenue Account and/or reduce the element of income received by the
Council and thus not be admissible against the overall General Fund savings
target. In addition, a contingency is included to recognise that, given the scale
of savings required, an element of these will not be accepted. The provision
may alternatively, or additionally, be used to provide for further investment in key
priorities or the risks and potential commitments listed in 3.8.



3.21 Members will note that the framework as set out gives the potential to set a
balanced budget for each of the next three years. It is important to emphasise,
however, that committing additional expenditure on a recurring basis in 2017/18
will serve only to reduce the level of surplus (or increase the deficit) in
subsequent years. Given the paramount importance of sustainability to the
Council’s budget, any proposals for additional expenditure in 2017/18 should
therefore be of a non-recurring nature.

2016/17 | 2017/18 | 2018/19 | 2019/20
£m £m £m £m
Estimated cumulative funding gap (June 2015) 52.2 66.8 86.1 106.9
Corporate Property deficit (net) 6.5 8.0 9.0 9.0
Health and Social Care deficit 10.0 10.0 10.0 10.0
Updated cumulative funding gap 68.7 84.8 105.1 125.9
Savings approved 2015/16 (22.0) (22.0) (22.0) (22.0)
Additional Income (8.5) (9.5) (10.5) (11.5)
Reductions in third party spend, including procurable (7.8) (7.8) (7.3) (6.8)
expenditure
Reductions in service expenditure (7.3) (7.4) (7.4) (7.4)
Transport and utility savings (0.2) (0.3) (0.3) (0.3)
Workforce savings:
- Transformation programme savings, net of costs (28.2) (62.9) (73.0) (73.4)
- Other workforce savings (5.5) (6.9) (6.9) (6.9)
Remaining cumulative funding gap (10.7) (31.9) (22.2) (2.3)
Reduced recharges to HRA or other loss of income 0.0 5.0 5.0 5.0
Provision required to offset option approval risk 10.7 15.0 15.0 15.0
Estimated cumulative funding gap/(surplus) 0.0 (11.9) (2.2) 17.7

3.22 The framework also indicates that the specific proposals, or broad themes,
identified to date are insufficient to deliver a balanced budget in the fourth year.
It is therefore proposed that members consider inclusion of an efficiency target in
2019/20, recognising that, by that stage, the Council’s revised operating model
should be established and further opportunities for savings better able to be
identified.

Early approval of proposals

3.23 As was the case in last year’s equivalent report, a number of the proposals
contained within the framework are not anticipated to have either a material
impact on financial, reputational or operational risk or on service delivery or
performance. These proposals are listed in Appendix 2.



3.24

3.25

3.26

In order to facilitate the earlier delivery of savings and/or allow necessary
planning to proceed, members of the Committee are asked to remit these
proposals to Council for approval on 22 October. Additional details of the
proposals concerned, including any potential material equalities and rights and
carbon impacts, will be made available to elected members in advance of the
Council meeting to inform this consideration.

Panmure School

The use of Panmure School is significantly below budgeted capacity and the
Executive Director of Communities and Families would like to investigate
alternative methods of delivering this service. Committee is asked to delegate
authority to the Executive Director to develop a paper on a consultation process
for the re-provision of services at Panmure School. The consultation process
which must be followed regarding the closure of a school is prescribed in the
Schools (Consultation) (Scotland) Act 2010.

Capital budget

Council approved the five-year capital programme for the period 2015-2020 in
February 2015. At a general level, the ability to commit additional investment
over and above that included in the current programme remains difficult due to:

reductions in the level of General Capital Grant;

the large number of capital receipts underpinning the existing capital
programme or approved property rationalisation targets;

the on-going lack of “headroom” within the revenue budget to support, on a
recurring basis, the additional loans charge expenditure linked to additional
borrowing. This remains pertinent given the unbalanced overall position for
2019/20.

3.27 At the time of rolling forward the 2015-2020 CIP for approval, the general fund

3.28

3.29

programme was adjusted for current projected capital receipts forecasts
underpinning expenditure. The approved 2015-2020 CIP assumes a level of
general asset receipts totalling £40.5m.

At its meeting on the 31 October 2013, Finance and Resources Committee
approved that future receipts where either ring-fencing or a 20% allocation to
services had not already been agreed would now become a corporate resource
to meet future capital expenditure requirements. This remains the current policy
applied to capital receipts realisation.

Current assessment of receipts funding the CIP 2015-2020

The primary sources of funding for capital projects include capital grant provided
by the Scottish Government, capital receipts realised from the disposal of
surplus assets and borrowing, with corresponding revenue costs to support the
loan charges being included in the revenue budget.



3.30

3.31

3.32

3.33

3.34

3.35

3.36

At the time of rolling forward the 2015-2020 CIP for approval, the general fund
programme was adjusted for current projected capital receipts forecasts
underpinning expenditure.

Finance has carried out an exercise with Corporate Property to review these
projections, and update them based on current information and market
conditions. Members should note that this excludes the projected additional £8m
of receipt income generated from the sale of Boroughmuir High School which has
been agreed to fund the site acquisition for a long-term solution to rising rolls in
South Edinburgh and the re-provision of facilities at Leith Primary School.

It should be noted that final settlement values can differ from projections, with
values increasing or decreasing from that originally envisaged based on
prevailing market factors at that time. In addition, estimated dates of settlement
can be affected by unforeseen and uncontrollable factors moving realisation of
sale proceeds from one financial year to another. Overall, the principle upon
which monitoring of capital receipts realisation is based, is consideration of the
five year horizon of the CIP rather than just the current in-year position.

Based on the principle described above, current projections suggest that over
the five year period of the 2015-2020 CIP, sale of general assets will generate
additional income over and above that previously budgeted for of approximately
£7.9m.

This projection is based on the level of a small number of receipts being higher
than originally envisaged, and also due to the identification of additional asset
sales not previously factored in to the approved budget level. The majority of
additional capital receipt income is likely to be generated in 2016/17.

It is proposed that the current policy on 100% corporate pooling of capital
receipts be revised to ring-fence 50% of any additional income, generated over
and above that underpinning the current 2015-2020 CIP, for transfer to the
Capital Fund. The transfer to Capital Fund would occur on receipt settlement. It
is then proposed that these monies be drawn down from the Capital Fund into
the repairs and maintenance revenue budget held by Corporate Property. In
doing so, there is potential to generate approximately £3.95m of one-off monies
over the next five-year period to be spent on revenue repairs and maintenance /
health and safety works across the existing Council property estate.

The remaining 50% of any additional receipt income (potentially £3.95m over the
next five-year period) generated over and above that underpinning the current
2015-2020 CIP would be pooled corporately for consideration in funding capital
investment priorities for the Council. Final settlement of the majority of relevant
receipts is expected in future years, so consideration of how any additional
monies should be allocated could form part of roll forward updates once
missives are concluded and the actual level / timing of receipts is more certain.
As with previous budget processes, members will be asked to consider any
allocation of additional funding based on assessment of Council wide service
priorities and pressures at that time. The potential for the overall level of
receipts assumed to underpin the 2015-2020 CIP to be higher than originally



envisaged will be closely monitored and managed by Corporate Property and
Finance.

Measures of success

4.1

Relevant measures in setting the Council’s revenue budget include:

e Accurate capturing and quantification of the key determinants of the
Council’s overall expenditure requirement and available sources of income,
allowing a balanced overall budget for 2016/17 and subsequent years to be
set as part of a longer-term sustainable framework;

e Development of savings and investment options aligned to the Council’s
priority outcomes, with due opportunity provided for public consultation and
engagement; and

e Subsequent delivery of the approved savings, particularly where these are
linked to additional service investment.

Financial impact

5.1

Inclusion of any additional revenue investment within the budget framework is
contingent upon the development, and subsequent delivery, of corresponding
savings, alongside management of all risks and pressures, particularly those of a
demand-led nature.

Risk, policy, compliance and governance impact

6.1

6.2

The savings assurance process is intended to ensure that, as far as is
practicable, those proposals approved by Council deliver the anticipated level of
financial savings in a way consistent with the anticipated service impacts
outlined in the respective budget templates. This process will be further aided
by the integration into a single cost reduction plan of savings derived from the
respective transformation and service prioritisation programmes.

Recent improvements to the budget monitoring process should also enhance
Corporate Leadership Group (CLG) and elected member scrutiny of the
management of service pressures and delivery of approved savings.

Equalities impact

7.1

7.2

As in previous years, those proposals comprising the budget framework will be
assessed for their corresponding potential equalities and human rights impacts.

Initial work has been undertaken and a summary of those proposals with the
potential for significant impacts will be reported to the Committee’s meeting on



29 October. This will additionally allow the combined and cumulative impact of
the proposals across the transformation programme to be assessed and
reported at that time. The results of these assessments will then be referred to
Council to ensure that members pay due regard to them in setting the Council’s
2016/17 budget.

Sustainability impact

8.1 The proposals comprising the budget framework will also be subject to an
assessment of their likely corresponding carbon impacts.

8.2 Initial work has been undertaken and a summary of this assessment will be
reported to the Committee’s meeting on 29 October. As with the equalities
impacts, this will allow the combined and cumulative impact of the proposals
across the transformation and prioritisation programme to be assessed and
reported at that time. The results of these assessments will then be referred to
Council to ensure that members pay appropriate regard to them in setting the
Council’'s 2016/17 budget.

Consultation and engagement

9.1 Asin previous years, draft budget proposals will be the subject to a period of
public engagement and consultation, with the feedback received shaping the
final budget. In addition, Directors have previously been asked to take explicit
account of the priorities of the city’s residents as expressed through the budget
planner in developing proposals to address residual savings requirements.
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BUDGET FRAMEWORK, 2016/17 - 2019/20

Option |Option Service [Division Savings| Savings| Savings| Savings
Number Area 2016/17| 2017/18( 2018/19| 2019/20
£m £m £m £m
Additional income
Incl Integrate sports services currently based in C&F Schools and 0.500 0.500 0.500 0.500
Children and Families and Corporate Governance Community Services
Inc2 Increase in discretionary income - Retail Price cw Council-wide 1.000 2.000 3.000 4.000
Index plus 2%
Inc3 Increased charges for residential accommodation, [HSC Business Services 0.250 0.250 0.250 0.250
telecare and other local authority charges
Inc4 Increase fee charges for section 109 permits to SfC Transport 0.016 0.016 0.016 0.016
install pipes and cables in roads and pavements
Inc5 Increase fee for Temporary Traffic Regulation SfC Transport 0.054 0.054 0.054 0.054
Orders
Inc6 Increase bus station income SfC Transport 0.030 0.030 0.030 0.030
Inc7 Review allotment services and increase rents SfC Environment 0.021 0.021 0.021 0.021
Inc8 Increase parking permit charges by 5% SfC Transport 0.145 0.145 0.145 0.145
Inc9 Increase pay and display charges SfC Transport 1.000 1.000 1.000 1.000
Total additional income 3.016 4.016 5.016 6.016
Reductions in third party expenditure
TP1 Reduce in third party payments for Community |C&F Schools & Community 0.250 0.250 0.250 0.250
Learning and Development services Services
TP2 Reduce grant payment to Festival City Theatre CG Culture and Sport 0.100 0.100 0.100 0.100

Trust

Appendix 1



BUDGET FRAMEWORK, 2016/17 - 2019/20

Option |Option Service [Division Savings| Savings| Savings| Savings
Number Area 2016/17| 2017/18( 2018/19| 2019/20
£m £m £m £m
TP3 Reduction in consultant expenditure cw Council-wide 2.000 2.000 2.000 2.000
TP4 Review funding arrangements for Winter Festivals|CG Culture and Sport 0.500 0.500 0.500 0.500
TP5 Additional savings through procurement, cw Council wide 1.000 1.000 1.000 1.000
including improved contract management
TP6 Review Edinburgh Shared Repairs Service CG Corporate Governance 0.500 0.500 0.500 0.500
TP7 Consolidate care and support/care at home HSC CSWO Branch - 0.900 0.900 0.900 0.900
pricing levels Contracts
Management Team
TP8 Reduce spending on block-contracted services by |HSC CSWO Branch - 0.720 0.720 0.720 0.720
10% Contracts
Management Team
TP9 Reduce funding to Police Scotland by a total of SfC Community Safety 0.250 0.250 0.250 0.250
£0.5m (includes £0.25m through transformation
programme)
TP10 Reduce commissioned services - Housing Support [SfC Housing and 0.500 0.500 0.500 0.500
(sheltered housing/temporary accommodation) Regeneration
TP11 Efficiencies in the waste service SfC Environment 1.000 1.000 0.500 0.000
TP12 Improve the internal waste haulage service SfC Environment 0.030 0.030 0.030 0.030
Total reductions in third party expenditure 7.750 7.750 7.250 6.750
Reductions in service expenditure
SP1 Renegotiate fees for foster placements for young |C&F Support to Children 0.380 0.380 0.380 0.380
people aged 18+ and Young People
SP2 Adoption allowances for young people aged 18+ |[C&F Support to Children 0.077 0.077 0.077 0.077

and Young People

Appendix 1



BUDGET FRAMEWORK, 2016/17 - 2019/20

Option |Option Service [Division Savings| Savings| Savings| Savings
Number Area 2016/17| 2017/18( 2018/19| 2019/20
£m £m £m £m
SP3 Review of family and pupil support services C&F Support to Children 0.500 0.500 0.500 0.500
and Young People
SP4 Greater use of telecare and remodelling Social HSC Older People's Services 2.000 2.000 2.000 2.000
Care Direct
SP5 Health and Social Care- improve management of |HSC Assessment and Care 1.300 1.300 1.300 1.300
service user demand Management
SP6 Unblock reablement, allowing more people to HSC Older People's Services 2.000 2.000 2.000 2.000
benefit from improved self-care at lower cost
SP7 Develop local authority trading company and co- [HSC All 0.000 TBC TBC TBC
operative for care services
SP8 Reduce gully cleaning service SfC Transport 0.110 0.110 0.110 0.110
SP9 New approach to street lighting repairs SfC Transport 0.134 0.134 0.134 0.134
SP10 New approach to managing Clarence response SfC Transport 0.185 0.185 0.185 0.185
service - defect repairs
SP11 Reduce bus stops and shelters maintenance SfC Transport 0.025 0.025 0.025 0.025
Total reductions in service expenditure 6.711 6.711 6.711 6.711
Workforce savings
P1 Prioritise the funding which supports schools in  |C&F Schools and 0.118 0.188 0.188 0.188
areas of deprivation Community Services
P2 Change Early Years services C&F Schools and 0.297 0.297 0.297 0.297
Community Services
P3 Reduce use of employee overtime by 25% CwW Council-wide 1.667 1.667 1.667 1.667
P4 Reduce use of agency staffing by 20% cw Council-wide 2.667 4.000 4.000 4.000
Total workforce savings 4.749 6.152 6.152 6.152
Total - all savings 22.226 24.629 25.129 25.629

Appendix 1



BUDGET FRAMEWORK, 2016/17 - 2019/20

Option |Option Service [Division Savings| Savings| Savings| Savings
Number Area 2016/17| 2017/18( 2018/19| 2019/20
£m £m £m £m
Additional income
EAl Increase Council Tax collection CG Customer Services 0.311 0.311 0.311 0.311
EA2 Increase in Lothian Buses dividend to £6m (E5m |CW Council-wide 3.000 3.000 3.000 3.000
now anticipated in 2015/16)
EA3 Increase in EDI Group dividend cw Council-wide 0.500 0.500 0.500 0.500
EA4 Increase funding from external sources CwW Enterprise and 0.328 0.328 0.328 0.328
Innovation
EAS5 Begin contribution-based charging for Self- HSC Business Services 0.230 0.230 0.230 0.230
Directed Support and care and support services
EA6 Increase trade permit income SfC Transport 0.100 0.100 0.100 0.100
EA7 Tram advertising income SfC Transport 0.500 0.500 0.500 0.500
EAS8 Increase Planning and Building Standards SfC Planning and Building 0.200 0.200 0.200 0.200
application income Standards
EA9 Retain parking income SfC Transport 0.300 0.300 0.300 0.300
Total additional income 5.469 5.469 5.469 5.469
Reductions in third party expenditure
EA10 |Prioritise accreditation and memberships CW |Counci| wide 0.050 0.050 0.050 0.050
Total reductions in third party expenditure 0.050 0.050 0.050 0.050
Reductions in service expenditure
EA11 Efficiencies in the revenue implications of C&F Resources 0.121 0.171 0.171 0.171
infrastructure development
EA12 Balance of Care residual funding C&F Support to Children 0.160 0.160 0.160 0.160
and Young People
EA13 Savings due to reduced level of adoption C&F Support to Children 0.100 0.100 0.100 0.100

allowances required

and Young People
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BUDGET FRAMEWORK, 2016/17 - 2019/20
Option |Option Service [Division Savings| Savings| Savings| Savings
Number Area 2016/17| 2017/18( 2018/19| 2019/20
£m £m £m £m
EA14 Uncommitted funding for family based respite C&F Support to Children 0.085 0.085 0.085 0.085
care and Young People
EA15 Savings from reducing the number of purchased |C&F Support to Children 0.150 0.150 0.150 0.150
adoptions and Young People
Total reductions in service expenditure 0.616 0.666 0.666 0.666
Transport and utility savings
EA16  |Reduce internal transport |sfc 0.150 0.250 0.250 0.250
Total transport and utility savings 0.150 0.250 0.250 0.250
Workforce savings
EA17 Edinburgh Guarantee C&F Schools and 0.060 0.060 0.060 0.060
Community Services
EA18 Early Years C&F Early Years 0.250 0.250 0.250 0.250
EA19 Conservation costs C&F Schools and 0.250 0.250 0.250 0.250
Community Services
EA20 Efficiencies from merger of design teams SfC Transport 0.143 0.143 0.143 0.143
Total workforce savings 0.703 0.703 0.703 0.703
|Tota| - all savings 6.988 7.138 7.138 7.138

Appendix 2



Finance and Resources Committee

10.00am, Thursday, 24 September 2015

Managing Workforce Change

Item number 7.4

Report number
Executive/routine
Wards

Executive summary

The Council is going through a period of unprecedented change and is required to
address a budget shortfall of £126 m whilst at the same time maintaining outcomes for
those who use its services.

Through the transformation programme we are re-designing the organisation based
upon a locality model designed to make services leaner, more responsive and agile.

Given the size of the challenge, this will inevitably mean that there will be job losses.

We must support people through the reorganisation of our services whilst ensuring the
level of savings required is achieved.

The Council has a current policy setting out arrangements for voluntary early release of
staff (VERA). The Council also has a current published Redundancy Procedure (dated
2010) that enables termination of employment on grounds of redundancy, first on a
voluntary basis and thereafter, following a period of exploring redeployment
opportunities, on a compulsory basis.

Organisational change has been managed over the last few years within a voluntary
framework, following the coalition pledge, which has meant that the compulsory
element of the Council’s existing Redundancy Procedure has not been implemented in
recent years.

Links
Coalition pledges P27
Council outcomes C024/C026/CO27

Single Outcome Agreement
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Report

Managing Workforce Change

Recommendations

11

That Committee notes that it is intended to enter into further dialogue with the
Trade Unions over the next 4 weeks, ensuring that they and their members are
fully aware of the Council’s financial and strategic outlook and thereafter to bring
a further report to the meeting of the Finance and Resources (F&R) Committee
on Thursday 29 October 2015 that will:-

1.1.1 provide an update on the further dialogue with the Trade Unions;

1.1.2 provide an update on the targeted approach to staff under the current
‘Voluntary Early Release Arrangements (VERA)’; and

1.1.3 seek a decision from Committee to allow redundancies on a compulsory
basis as a last resort, in line with the procedures set out in the Council’s
current Redundancy Procedure (2010).

Background

2.1

2.2

The Council needs to address a budget shortfall of up to £126m over the next 4
years whilst at the same time improving service delivery to those who use our
services.

Through the transformation programme we are re-designing the organisation
based upon a locality model designed to make services leaner, more responsive
and agile. Given the size of the challenge, this will inevitably mean that there will
be job losses.

Main Report

3.1

3.2

The Council has a current policy setting out arrangements for voluntary early
release of staff (VERA). The Council also has a current published Redundancy
Procedure (dated 2010) that enables termination of employment on grounds of
redundancy, first on a voluntary basis and thereafter, following a period of
exploring redeployment opportunities, on a compulsory basis.

Organisational change has been managed over the last few years within a
voluntary framework, following the coalition pledge, which has meant that the
compulsory element of the Council’s existing Redundancy Procedure has not
been implemented in recent years. Generally this has been manageable given
the relatively small scale changes being made.
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3.3

3.4

3.5

3.6

3.7

3.8

3.9

3.10

3.11

3.12

3.13

However, as the pace of change quickens and the need to make savings
becomes more urgent, it is apparent that the voluntary arrangements by
themselves will not deliver the scale of change required within the timeframes.

There are a growing number of people on the Council’s redeployment list, which
is costing the Council sums which it can ill afford. As the pace of change takes
hold, this approach will continue to drive up costs where people choose not to
leave the organisation on a voluntary basis.

In order to achieve the scale of change demanded of the organisation, we now
need to reinstate compulsory redundancy, as a last resort, to ensure we can
deliver the savings required.

This change of approach will need to be consulted upon with Trade Unions,
when we will also continue to review with them the financial terms upon which
staff may be required to leave the organisation.

A paper will be brought back to the next meeting of the F&R Committee to
update members on the outcome of that process.

Workforce Change Arrangements

Clearly this is a very difficult position for all staff affected by change and it is
important that we provide clarity for staff on the options available to them to
enable staff to make informed choices for the future that suit their own particular
circumstances

It is important that the current arrangements for Voluntary Early Release (VERA)
are explored with staff and over the next 4 weeks we will offer staff the
opportunity to apply for VERA in line with current agreed arrangements. This will
be done on a targeted basis.

It will also be essential to recognise the importance of redeployment
opportunities for staff. It is proposed to introduce a new Redeployment
Procedure that widens the search for redeployment to include alternative work,
including positions outside the Council, through the new Career Transition
Service. Further details of the new Redeployment Procedure will be reported to
the next meeting of the Committee.

The Career Transition Service will become fully operational in early October and
a dedicated suite has been designed at level 7 of 329 High Street.

A range of services will be offered in conjunction with a partner organisation,
Right Management, and direct links have been established with government
based services, including Job Centre Plus and PACE as well as our own
services delivered through Business Gateway.

Over the next 4 weeks, further details of these arrangements and the options
available will be communicated to staff.
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Measures of success

4.1  The Council achieves its cost savings targets and the organisation is redesigned
to make our services leaner and more responsive.

4.2  Our staff have clarity on the range of options available to them as a result of
workforce change and are able to make informed choices.

4.3  Our staff are consulted and engaged through the change process.

Financial impact

5.1 The Council’s reserves strategy and Long Term Financial Plan provide
resources towards the cost of managing the workforce change outlined in this
report. This position will be kept under regular review.

Risk, policy, compliance and governance impact

6.1 The risk of not having a compulsory element to managing workforce reductions
is that Council is unable to meet demanding cost savings.

Equalities impact

7.1  There will be close monitoring of how the workforce changes are managed and
the impact on all staff groups.

Sustainability impact

8.1 None.

Consultation and engagement

9.1 The Council’s transformation programme has been subject to regular and
constructive consultation with Trade Unions.

9.2  There will be further consultation with the Trade Unions as set out in this report.

Background reading / external references

None.

Alastair Maclean

Deputy Chief Executive
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Contact: Martin Glover, Interim Head of HR and OD
E-mail: martin.glover@edinburgh.gov.uk | Tel: 0131 469 3237

Links

Coalition pledges P27 - Seek to work in full partnership with Council staff and their
representatives

Council outcomes €024 - The Council communicates effectively and internally and
externally and has an excellent reputation for customer care
CO26 - The Council engages with stakeholders and works in
partnership to improve services and deliver on agreed

objectives.
CO27 - The Council supports, invests in and develops our
people

Single Outcome

Agreement

Appendices
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Finance and Resources Committee

10.00am, Thursday, 24 September 2015

Property Conservation — Programme Momentum
Progress Report

Item number 7.5

Report number
Executive/routine
Wards

Executive summary

This report provides Committee with a progress update for Programme Momentum.

Links
Coalition pledges P40, P41
Council outcomes CO7,C019

Single Outcome Agreement S04

*€DINBVRGH*

THE CITY OF EDINBURGH COUNCIL
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Report

Property Conservation — Programme Momentum
Progress Report

Recommendations

11

Committee is requested:
1.1.1 To note the management information dashboard reports in Appendix 1.

1.1.2 To note the settlement sums authorised to complainants and other
affected owners under delegated authority.

1.1.3 To note the progress of debt recovery work.

1.1.4 To note that the pilot of the Edinburgh Shared Repairs Service launches
in September 2015.

Background

2.1

2.2

Main

Programme Momentum has been established as a robust end-to-end process
across all workstreams relating to the legacy Statutory Notice issues, including
the development of the blueprint for the new enforcement service.

This report gives details of progress to the end of August 2015.

report

3.1

3.2

3.3

Progress

Since the beginning of Programme Momentum in June 2014 there has been
significant progress by the legacy team across all workstreams. There was
£22m of outstanding debt to be billed in July 2014 which has now reduced to
£195k. Billing will be concluded this month. The settlements process introduced
in April has run successfully with to date 95% of the cases reviewed. Changes
made to the customer service area involving a single contact point for all mail,
emails and telephone calls has improved the customer experience.

Management information

Management Information as at 25 August 2015 is attached in Appendix 1.

Financial Recovery

Delegated Authority — Irrecoverable Sums & Settlements

The provision for impairment and for settlement repayments is £17.9m.
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3.4  As at 25 August 2015 a total of £9.9m has been approved for write-off against
the provision comprising irrecoverable sums of £6.7m, aged debt of £0.3m and
settlements of £2.9m.

3.5 The Committee is asked to note the settlement sum of £96k authorised to
complainants and other affected owners under delegated authority. The total
value of settlements to date is £2.9m.

3.6 These sums are contained within the overall Bad Debt and Irrecoverable Sums
provision.

3.7  The provision remains subject to regular review by the Head of Edinburgh
Shared Repairs, the Head of Finance and the Deputy Chief Executive.

Billing Process

3.8 As at 25 August 2015, billing on Deloitte reviewed cases has now reached
£17.8m with £8.7m received in payments. There are 2 projects with a value of
£0.23m (including administration charge) remaining to be invoiced. The current
average monthly repayment rate is 59%.

3.9 The remaining Work In Progress (WIP) figure is £1.1m which includes Deloitte
Project WIP of £0.2m. Billing for Deloitte defect free cases is now complete.
Those few remaining cases requiring defect works will be completed in Autumn
2015.

Debt Recovery

3.10 Under the extended contracted arrangements, instructions continue to be sent to
Morton Fraser for statutory notice debt recovery. Sincel April 2015, 294
instructions have been issued to Morton Fraser with a total value of £3.1m for
debt collection.

3.11 Based on the Morton Fraser status report of 24 August 2015 there has been
debt settlement by 67 (23%) customers at a value of £0.4m (12%) and
instalment arrangements agreed by 28 (9%) customers at a value of £0.3m
(10%). This represents an overall total to date of 95 customers (32%) with a
total payment commitment of £0.7m (22%).

3.12 As at 25 August 2015 the percentage solicitor's costs against sums recovered is
2.1%.

3.13 Monthly review meetings are now established between the Council and Morton
Fraser with performance measures, standards and reporting in place.

Complaint Resolution & Settlements

3.14 The settlement process for complainants is due for completion in the coming
weeks. 20 cases remain to be closed.
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3.15

3.16
3.17

3.18

3.19

3.20

3.21

3.22

The total number of settlement letters issued to date is 1686 resulting in 1304
individual cases now being closed. Acceptance rates from complainants are
55% and other affected owners are 58%.

New Service update

Pilot
The pilot for the new service will run between September 2015 and March 2016.

The purpose of the pilot is to test parts of the practice and procedures designed
by Deloitte for implementation in to the new service ahead of the launch in April
2016. The four service areas are:-

e Customer contact
e Intervention

e Enforcement

e Finance

The implementation of the pilot has been on-going with input into the procedures
from technical, legal, financial, customer services and I.T staff and consultants.
Staff training was completed by end August ready for pilot launch in September.

Pilot Cases

Intervention service - A number of pre-selected cases have been considered
and included in the pilot. At present the service will include 9 cases in the
intervention side of the service. The degree to which case officers and property
owners can arrange defect repairs with their neighbours to organise the works
privately will determine how many of these case reach the enforcement stage.
Those cases brought to the service are in general related to defects in roofing.

Enforcement service — One outstanding repairs project has been considered and
included in the pilot. This tenement property had reported falling masonry in July
2011. Under an emergency statutory notice, the Council erected safety
scaffolding. Over the period from 2012 to date, the property owners have been
in dialogue with the Council in respect of their efforts to arrange the works
privately and their subsequent request for Council intervention.

This project is being progressed on behalf of owners and is currently in the pre-
contract phase. This is a major repair project with an estimated value of
£250,000. The defects are numerous and include structural works, stonework
repairs, flat roof replacement and slate roofing repairs.

New Edinburgh Shared Repair Service launch

Throughout the pilot period, the process, as used by the Service, will be tested
and reflected upon for appropriate alteration. Two areas of the service being

progressed throughout the period of the pilot are procurement and recruitment.
The procurement strategy has been agreed by the programme board and is an
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on-going workstream. The framework contract is programmed to be in place by
July 2016. Recruitment of technical resource is currently on-going.

Measures of success

4.1  Conclusion of reviewing statutory notice projects.
4.2  Billing and collection of outstanding debt.
4.3  Resolution of complaints.

4.4  Launch of new replacement enforcement service.

Financial impact

5.1 Significant financial issues with a collective value of over £30 million require to
be concluded and resolved.

5.2 On 19 March 2015, following the decision to make available a budget for
2015/16 of £1.5 million, the Finance and Resources Committee considered a
report on the revised implementation plan for the new Shared Repairs Service.
Committee approved option 1 which proposes launching the service on a pilot
basis from 1 September 2015, with the full launch scheduled for late March
2016.

5.3 The overall 2015/16 available budget for the legacy and new Edinburgh Shared
Repairs Service is £3.6 million.

Risk, policy, compliance and governance impact

6.1 This area of work represents a significant financial and reputational risk for the
Council.

Equalities impact

7.1 There is no equalities impact arising from this report.

Sustainability impact

8.1 There is no adverse environmental impact arising from this report.

Consultation and engagement

9.1 Not applicable.
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Background reading/external references

Report to Finance and Resources Committee, 19 March 2015 -Property Conservation -
Programme Momentum Progress Report

Report to City of Edinburgh Council, 12 February 2015, Shared Repairs Services -
Development of a New Service.

Report to City of Edinburgh Council 11 December 2014, Shared Repairs Services -
Development of a New Service -

Alastair Maclean
Deputy Chief Executive

Contact: Andrew Field, Head of Shared Repairs Service

E-mail: andrew.field@edinburgh.gov.uk | Tel: 0131 529 7354

Links

Coalition pledges P40 —Work with Edinburgh World Heritage Trust and
other stakeholders to conserve the city’s built heritage

P41 — Take firm action to resolve issues surrounding the
Council’s Property Services

Council outcomes CO19 — Attractive Places and Well Maintained — Edinburgh
remains an attractive city through the development of high
quality buildings and places and the delivery of high standards
and maintenance of infrastructure and public realm

Single Outcome S04 — Edinburgh’s communities are safer and have improved
Agreement physical and social fabric
Appendices Appendix 1: Management Information Dashboards
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http://www.edinburgh.gov.uk/download/meetings/id/46543/item_723_-_property_conservation_-_programme_momentum_progress_report
http://www.edinburgh.gov.uk/download/meetings/id/46543/item_723_-_property_conservation_-_programme_momentum_progress_report
http://www.edinburgh.gov.uk/download/meetings/id/46152/item_46_-_shared_repairs_services_-_development_of_a_new_service
http://www.edinburgh.gov.uk/download/meetings/id/46152/item_46_-_shared_repairs_services_-_development_of_a_new_service
http://www.edinburgh.gov.uk/download/meetings/id/45592/item_813_-_shared_repairs_services_-_development_of_a_new_service_-_referral_from_fr_committee
http://www.edinburgh.gov.uk/download/meetings/id/45592/item_813_-_shared_repairs_services_-_development_of_a_new_service_-_referral_from_fr_committee
mailto:andrew.field@edinburgh.gov.uk

Programme Momentum Dashboard August 2015
Monthly progress update (for reporting purposes month end is 25 August)

*€EDINBVRGH*

YOUR COUNCIL - YOUR FUTURE

OVERVIEW OF PROGRESS

The legacy service continues to draw to a close in respect of billing, projects and settlements. There remains a high level of customer service contact as the final cases are released for billing.
In addition, there remains a high value of debt to recover, both independently assessed cases and historic legacy cases. Progress is being made in key areas for the pilot of the new service in
September 2015 with the full launch in March 2016. The main risks to the launch of the New Edinburgh Shared Repairs Service are in relation to budget pressures which impact upon
recruitment and ICT development. Work is also ongoing to complete the policy, procedures and performance measures for the new service.

TIMESCALES TOP RISKS MITIGATION | RAG |
1. Debt Recovery Addlt_lonal provisions have been made through the
appointment of Morton Fraser
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2. Budget Provision relation to the budget provision for the new service

Ongoing discussion with Corporate Finance in .
and the closure of the legacy service

3. Bad Debt Provision The provision has been increased and will .

continue to be monitored and reported monthly.

Settlement process underway but reputational and

g=stiiementRicce=s financial risk remains high.

Alternative IT approach approved at July Board. .
5.IT Systems Addressing IT activity underway to improve
systems ahead of new service launch.

“:
“
WI

Recommended Procurement strategy to be

.I 6. Procurement presented to August Board.
OVERALL STATUS m COMMENTS INFORMATION / DECISIONS

Complaints decreasing but Councillor enquiries and FOI requests remain 1. Ongoing legacy closure and new service progress report

Customer services hlgh

2. Impact of budgetary provision for 2015-17 a key risk

2 cases remain to be billed and are on target for completion within 3. ICT Development and Procurement Strategy paper considered

Billing reported timescales by Programme Board in August
Leaal Steady increase in the number of cases requiring legal action and in KEY PLANNED ACTIVITIES
9 . numbers being resolved.

1. Bidders day planned to test market interest on Contractor

. . Framework
Case Reviews and All Momentum cases are completed. Additional cases commenced. 2. Develop new service governance, policy and performance
Settlements Settlement process implemented framework

3. Begin training and finalise pilot projects
Client and performance management of debt recovery partnership
5. Continued focus on billing and settlements activities

Implementation activities have commenced. ICT functionality,
Procurement and Recruitment provision remain the key risks

P

New service
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Settlements -EDINBVRGH:-

Programme dashboard as at 25 August 2015

YOUR COUNCIL - YOUR FUTURE

Progress

The settlement process for complainants remains on target to be completed by Summer 2015, subject to an additional 1 case anticipated from Deloitte in September
2015. Closure in respect 73% of all settlement cases has now been reached, with more than 80% of all complainants issued with settlement. Acceptance rates from
complainants are at 55%. Settlements to other affected owners are progressing with settlements communicated to 1,686 owners. Settlements to all other affected
owners is anticipated to be complete by Autumn 2015.

Complex Complaints Case Reviews & Settlements

160
1 2
-
T T T T T T T T 1
0 20 40 g0 g0 100 120 140 160
Stage (Projects)
1 = Case reviews — additional cases 2 = QA and panel stage 3 = Offer/ settlement stage
Settlement Status
Complainant Closure Status Settlement Value
Settlements Issued to Complainants
Total Value of projects reviewed £8.969m
450
u Settlements Accepted
400 (169) Total settlements_ approved under £2.906m
delegated authority
350 1 Settlements pending . .
response (81) Settlements paid/credited to date £.2,141m
300 -+
= Total complainants
250 1 Settlements Refused /
Offer Expired (54) Other Affected Owners
200 -
= Settlements issued to 2000 Total other affected
150 + complainants owners
1500 -
100 1 . H Settlements issued
m Complaints closed 1000 - to other affected
50 - owners
o | 500 - m Closed
Settlement acceptance rate 55%
0 g




Finance

Programme dashboard as at 25 August 2015

+€DINBVRGH*

Progress

Billing on Deloitte reviewed (Project Joule) cases has now reached £17.8m with £8.7m received. As at 25 August 2015 there are 2 projects, requiring defect works, with a
value of £0.2m (including administration charge) remaining to be invoiced. The remaining Work In Progress (WIP) figure is £1.1m which includes Deloitte Project WIP of

£0.2m and Non Deloitte (Legacy) WIP of £0.9m. Billing for the 2 remaining Project Joule projects is scheduled for September 2015. Impairments approved to date is
£9.9m against the provision of £17.9m.

Work in Progress Projection of Deloitte approved Statutory Notice repair debt
10.00 20 S
current onied =
9.00 \\ 18 £17:8m \
8.00 A 6 —————
7.00 N 1‘21 Current Recovered = HEEEEN
6.00
\ 07§ ———— = B 2 -2 B B — — - - ---
£ 5.00 ~— e g — 0 _aRRRREEEER 0
@ Biling complete §}
4.00 g comple 4 e — 00 S m AR R RN R REFRRIE
NG for Deloitte 6
3.00 O — 4 — - B R R BB R _N-RUN B B EIR RO
2.00 22—ttt R L
1.00 ~ 0
' P —— A A A S S S T . S S ST W To W Ty BT S To W Te WT W To BTy BT W To WY B
0.00 i T T T T T T ' E— e ddd YIS g
CQEE_%CB@Q‘G>UCDEE_>\CEU)Q.‘G>OC
Jan Feb Mar Apr May June July Aug Sept Oct gfﬁz<§%“§$O§8§$§<§3“2$O§82
=== Deloitte WIP Non-Deloitte WIP H Invoices Issued Income Received

15/16 Budget Requirements

Budget 2015/2016 Budget to 31/07/15 Spend to 31/07/15

Variance to 31/07/15
£000 £000

£'000 £'000

Closure Programme & Defect Remedy Costs 2,103 791

448 -343
New Enforcement Service (implementation and pilot launch from 01/09/2015 1,400 259 291 3
Shared Repairs Service(part year to 31 August 2015 138 122 126 4
TOTAL BUDGET 2015/2016 3,641 1,172 865 -307




Debt Recovery *EDINBYRGH:

Programme dashboard as at 25 August2015

Progress
The total debt outstanding of £15.6m for both Deloitte Reviewed, and Legacy and Shared Repairs, whilst reducing, remains an issue. Of this debt sum, a total of £10.7m is
being pursued through active billing. Morton Fraser recovery or other legal collection. The remaining debt of £4.9m is either being prepared for legal action or suspended
debt and includes a sum of £4.3m for outstanding legacy debt of which £3.7m is suspended debt. There is £1.7m debt arranged for payment through instalment plans.
Morton Fraser Recovery Rate
Aged Debt at 24 August by year 35 v
6
3
4 | 25
2
£
E , H B “15
- mEm B :
| ]
0 0.5 —
pre 2008/09 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 o
Deloitte Approved  ® Other Legacy Shared Repairs Jun-15 Ju-15 Aug-15
Total Billed Amount Paid and Instalments Agreed
Debt Status Deloitte Reviewed Legacy and Shared Repairs
Total debt being pursued £8,422,698 £2,331,409 £10,754,107
Total debt scheduled for action £612,732 £4,257,644 £4,870,376
Total Debt £9,035,430 £6,589,053 £15,624,483
Instalment plans agreed within debt total £1,312,280 £394,729 £1,707,009
Debt Recovery Overview
Morton Fraser Debt Recovery Cases pursued by the
Council
56 = Numbers of customers in
settlement
Total debt recovery cases pursued by Morton Fraser 212 233 204
Numbers of Customer at Pre
Total value of instructions issued £26m  £2.7m £3.1m Legal Stage
. No. of Instructions at Legal
Total debtors settled or in payment plan 42 62 67 Stage
Total sum recovered or in payment plan £0.3m £0.5m £0.7m ®No of Instructions Closed
: o 168
Total sum recovered of in payment plan as % of debt 11% 179, 0104

| —Trerovery
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\'\ Legal Claims *EDINBYRGH-

Programme dashboard as at 25 August 2015

Progress

There continues to be no live court cases raised against the Council by owners. The last case was resolved in the Council’s favour in June 2015.

Legal claims raised against the Council Apr 14 — Aug 15

Total claims raised against the Council 5
Total claims resolved to date 5
Settlement payment by Council to owner 4
Court judgement for the Council 1
Court judgement against the Council 0

Customer Services
Programme dashboard as at 25 August 2015

Progress

Customer Services has seen a further increase in volumes in enquires compared to previous months.
Solicitor enquiries remain at a high level.

FOI enquiries have increased again during August to 30 from a low of16 in July. The nature and complexity of FOI requests have also increased this year.

No. of customer enquiries received

No. of customer enquiries closed 697 627 901
No. of Solicitor enquiries 784 707 729
No. of customer complaints received 23 10 22
No of customer complaints closed 20 14 17

No. of FOI's received 42 16 30
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Projects

Programme dashboard as at 25 August 2015

+€DINBVRGH*

YOUR COUNCIL - YOUR FUTURE
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Progress

Thomson Bethune continue to provide
technical support to the programme
including site surveys and reports,
together with liaison with consultants
and owners to bring cases to a close.

Projects are due to be completed by the
end of 2015.

Shared repairs

Programme dashboard as at 25 August 2015

No o

f requests for advice/ info only.

No. of service requests

No of emergency repair inspections resulting in statutory notices issued

Value of invoices issued to owners for emergency repairs (cumulative)

Value of income received from owners for emergency repairs (cumulative)

No. of Emergency service requests where information/ advice was provided

97

67

30

£633,175

£534,463

98

69

29

£665,050

£564,906

100

65

35!

£693,010

£587,618

Progress

» The number of requests for advice has
reduced by 26%

» The number of requests for service has
increased by 2%.

 For invoices issued prior to the end of
March 2015, the collection rates are 89%
for Shared Repairs.




New Service -EDINBVRGH-
Programme dashboard as at 31 August 2015

OVERVIEW OF PROGRESS

The project remains on course to deliver within timetable and budget, and the continued focus during August has been preparation for the Pilot phase of the project.
The procedure manuals are now in final draft for testing during this phase, and training has been undertaken for Customer Contact, Intervention, Enforcement and
Finance services. The focus for the IT workstream has been development of an interim database to support, track and report on the Pilot projects. The draft
Procurement Strategy was approved by the Programme Board and work has continued with Corporate Procurement to prepare for the tender process. The advert for
Surveying staff has closed and a shortlist of candidates has been identified for interview during week commencing 7 September. The draft Governance, Policy and
Performance framework was noted by the Programme Board on 10 August.

TIMESCALES TOP RISKS MITIGATION a3

Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec Jan Feb

1. Unable to deliver Recruitment profile and ICT spend have .
against blueprint  been changed to fit the new budget
due to budget allocation. Updated costed business plan to
pressures be presented to October Programme Board.

2. New IT Alternative IT approach approved by Board
functionality not  in July. Interim IT activity to be undertaken .
in place for full to improve legacy systems and reporting

L couewenwr 0 service launch  ahead of new service launch.
W 3. Implementation

WriLoTs LAUNCH G - Implementation Manager and Project Officer
1 E?éz‘atut:ti T; post advertised to redeployment list and
wider Council. Applicants to be confirmed
OVERALL STATUS m COMMENTS ;ees"c\J/Lérrcsrdojtgct and interviews held.
Governance, Policy & Draft Governance, Policy and Performance framework noted by
Performance Programme Board — updated list submitted for approval. )
Performance and Policy elements to be tested during the Pilot , Soft market testing demonstrated market
phase. 4. Market interest  interest, however bidder’s day on 8 October
in Contractor will test interest further. Recommended
People Recruitment of Surveyors at interview stage. The pilot will facilitate a Framework is low Procurement Strategy approved by
review of remaining recruitment requirements in line with demand Programme Board.

and within the remaining budget. SRS Service Review to be signed
off and communicated by December.

5. Unable to secure

IT New IT approach approved at July Board. Detailed plan and hnical Shortlist of Surveyor candidates identified
resource requirements to be reviewed by the Implementation technical g and interviews to be held week commencing
. Panel. :2??&[;(5&”?:;3 7 September. Option to co-source to be
; ; - . revisited under new budget constraints
Processes Draft procedure manuals prepared for testing during Pilot phase. budget issues
. INFORMATION / DECISIONS
Procurement Recommended Procurement Strategy approved by Programme
Board. Bidders day to be held during September 2015. Plan to Programme Board 14/09/2015 — Approval of Policy decisions for Pilot
issue PQQ to contractors in October 2015 with projected award in phase , and note of planned cases to commence Pilot phase.

Summer 2016.




Programme Momentum — Remaining Activity -€DINBVRGH:

YOUR COUNCIL - YOUR FUTURE

Monthly progress update (for reporting purposes month end is 25 August)

PROGRESS AND FORECAST

Below, an activity volume forecast is provided below to show the progress since the Programme Momentum was established in July 2014 and the estimated remaining programme to
close the legacy service and launch the new replacement service.

All case reviewed

by Deloitt~ with 1

CASE case outs anding
REVIEWS

Majority of legacy projects
(37 projects, value £1.16m) All defects

completed. projects
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A.. bills relating to ™ "
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projects issued
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All settlement offers
issued (160 cases, 2000
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Finance and Resources Committee

10.00a.m., Thursday, 24 September 2015

Consultants Costs 2014/15

Item number 7.6

Report number
Executive/routine
Wards All

Executive summary

At its meeting on 25 August 2009, the Finance and Resources Committee noted the
intention to report expenditure on consultants on an annual basis. This report provides
details of expenditure on consultants during 2014/15.

The Council contracts services from professional consultants, reducing the requirement
to employ permanent staff for short-term specialised activities and to mitigate the
Council’s exposure to potential liabilities.

Revenue expenditure of £5.789 million and capital expenditure of £2.327 million was
incurred on consultants for the year ended 31 March 2015. All services, with the
exception of Health and Social Care, managed expenditure within the approved budget
for 2014/15.

Links
Coalition pledges P30
Council outcomes C025

Single Outcome Agreement SO1, SO2, SO3, SO4

*€DINBVRGH*

THE CITY OF EDINBURGH COUNCIL
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Report

Consultants Costs 2014/15

Recommendations

11

Finance and Resources Committee is asked to note

1.1.1 revenue and capital expenditure for consultants in financial year 2014/15;
and

1.1.2 the enhanced control framework implemented by Corporate Leadership
Group (CLG), which now requires all proposed consultancy appointments
where the cost exceeds £25,000 to be approved by CLG.

Background

2.1

2.2
2.3

At its meeting on 25 August 2009, the Finance and Resources Committee noted
the intention to report expenditure on consultants on an annual basis.

This report provides details of expenditure on consultants during 2014/15.

During 2014/15, the purchase of consultancy services was governed by relevant
procurement legislation and Council Contract Standing Orders, as approved by
Council on 25 October 2012. On 5 February 2015, Council approved revisions to
the existing Contract Standing Orders and Guidance on the Appointment of
Consultants.

Main report

3.1

3.2

An exercise has been completed to analyse expenditure on consultants for the
year ended 31 March 2015. The definition of consultancy services applied follows
the definition of a consultant approved by Council at its meeting on 5 February
2015 — report by the Director of Corporate Governance “Operational
Governance: Review of Contract Standing Orders and Guidance on the
Appointment of Consultants” refers. The definition approved was “a consultant is
a specialist who charges a fee for providing advice or services in a particular area
of expertise such as business management, human resources, environment,
communication, information technology, property and estates and financial
services, but excluding agency and temporary workers and professional services
provided by solicitors, counsel and actuaries”.

The decision to appoint a consultant is taken after full cognisance of the overall
financial constraints within which the Council operates, increased scrutiny of
expenditure on consultants by the Finance and Resources Committee and the
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3.3

3.4

3.5

revised governance arrangements approved by Council on 25 October 2012 and

subsequently 5 February 2015.

The Council contracts services from professional consultants for a range of
specialised activities, reducing the requirement to employ permanent staff for
short-term purposes and to mitigate the Council’s exposure to potential liabilities.

To allow detailed analysis of the most material items, expenditure was reviewed
where total payments to any single supplier in the financial year exceeded £2,500
across all service areas. This report includes costs for Edinburgh Trams
operations. Consultant fees for Edinburgh Tram Project Management and the St
James Quarter project are not included in this report. Separate governance
arrangements existed to report the costs of the Edinburgh Tram construction
project and costs incurred for the St James Quarter project are recoverable

through developer contribution.

Revenue expenditure of £5.789 million and capital expenditure of £2.327 million
was incurred on consultants for the year ended 31 March 2015. A summary of
expenditure for service areas is shown in the table below. A detailed analysis of
this expenditure is shown in Appendix 1 (revenue) and Appendix 2 (capital). All
services, with the exception of Health and Social Care, managed expenditure
within the approved budget for 2014/15.

Consultants Costs 2014/15

Service Revenue Capital Total
£ £ £
Children and 60,110 1,083,358 1,143 468
Families
Corporate
1,240,689 12,609 1,253,298
Governance
Economic 276,563 0 276563
Development
Health and Social 174,834 86,554 261,388
Care
Services for 1.200,479 1144325 2 344,804
Communities
Council-wide 2,836,189 0 2,836,189
Total 5,788,864 2,326,846 8,115,710
Finance and Resources Committee — 24 September 2015 Page 3 of 6




3.6

3.7

3.8

3.9

3.10

Expenditure for 2013/14 was reported to the Finance and Resources Committee
on 30 September 2014. For comparative purposes, 2013/14 expenditure has
been re-stated, following changes to the definition of consultants’ costs
approved by Council on 5 February 2015. Restated expenditure is shown in the
following table. The level of consultants costs incurred in any one year is
dependent on a range of factors and is not directly comparable between years.

Consultants Costs 2013/14 (re-stated)

Service Revenue Capital Total
£ £ £

Children and 34,871 1.489,241 1524,112
Families
Economic 236,384 36,700 273,084
Development
Corporate 969,614 0 969,614
Governance
Health and Social 27 601 119,341 146,942
Care
Services for 626,163 1,095,205 1,721,368
Communities
Council-wide 1,885,531 0 1,885,531
Total 3,780,164 2,740,487 6,520,651

Between 2013/14 and 2014/15, there was an increase in revenue expenditure of
£2.009 million and a decrease of £0.414 million in capital expenditure.

During 2014/15, the Council progressed a number of major projects, with the
support of consultant expertise. Revenue expenditure was incurred in support of
major projects including Property Conservation (£1.621 million), the Council-
wide Commercial Excellence Programme (£1.215million) and ICT re-
procurement (£0.256 million).

Expenditure on the Council-wide Commercial Excellence Programme is
determined by a procurement savings gain-share contractual agreement. Gain
share payments are made based on procurement savings achieved across all
Council services.

At its meeting on 3 August 2015, Finance and Resources Committee approved
the recommended bidder to provide future ICT services for the Council. It was
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noted that a minimum of £45 million of savings ought to be achieved over seven
years.

3.11 The decrease in capital expenditure has mainly arisen in Children and Families
reflecting progress towards completion of a number of major projects in the
Children and Families school estate during 2014/15.

3.12 At its meeting on 12 August 2015, Corporate Leadership Group (CLG) agreed
enhanced controls for appointment of consultants. All proposed consultancy
appointments, where the cost exceeds £25,000, will require approval of CLG.

3.13 Expenditure on consultants will continue to be closely reviewed as part of the
revenue and capital expenditure monitoring arrangements for each service area
during 2015/16.

Measures of success

4.1 Revenue and capital expenditure on consultants is contained within approved
budget resources.

4.2  Council and service outcomes can demonstrate added value and positive
outcomes.

Financial impact

5.1 There are no financial implications as a result of this report. Corporate
Leadership Group will exercise additional control over the appointment of
consultants during 2015/16 and expenditure on consultants will continue to be
closely monitored as part of the expenditure monitoring arrangements for each
service area during 2015/16.

Risk, policy, compliance and governance impact

6.1 The delivery of a balanced budget outturn for each service is a key financial
target. The risk of budget pressures arising from the appointment of consultants
are regularly monitored and reviewed and management action is taken as
appropriate.

Equalities impact

7.1  There is no direct impact of the report’s contents and recommendations to the
three Public Sector Equality Duty general duties, nor to the ten key areas of
rights set out within the Council’s Equality and Rights Framework.

Finance and Resources Committee — 24 September 2015 Page 5 of 6



Sustainability impact

8.1 There is no environmental impact as a result of this report.

Consultation and engagement

9.1 There is no consultation or engagement required, as a result of this report.

Background reading/external references

Consultants Costs 2013/14 - Finance and Resources Committee - Tuesday, 30
September 2014

Operational Governance: Review of Contract Standing Orders and Guidance on the
Appointment of Consultants — City of Edinburgh Council - Thursday 5 February 2015

Alastair D Maclean

Deputy Chief Executive

Contact: lain Shaw, Principal Accountant

E-mail: iain.shaw@edinburgh.qov.uk | Tel: 0131 469 3117

Links

Coalition pledges P30 — Continue to maintain a sound financial position including
long term financial planning

Council outcomes CO25 — The Council has efficient and effective services that
deliver on objectives

Single Outcome SO1 - Edinburgh’'s Economy Delivers increased investment, jobs and

Agreement opportunities for all
SO2 - Edinburgh's citizens experience improved health and wellbeing,
with reduced inequalities in health
SO3 - Edinburgh's children and young people enjoy their childhood
and fulfil their potential

S04 - Edinburgh's communities are safer and have improved physical
and social fabric

Appendices Appendix 1: Consultancy — Revenue Expenditure 1 April 2014 — 31
March 2015
Appendix 2 : Consultancy — Capital Expenditure 1 April 2014 — 31
March 2015
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Consultancy - Revenue Expenditure 1st April 2014 - 31st March 2015

APPENDIX 1 (i)

Corporate

Economic

Health and Social

Services for

Consultant Children & Families Governance Development Care Communities .
442 Design Ltd 4,000

Aecom Limited 28,548

Aecom Infrastructure & Environment UK Limited 8,075

Allan Robertson Consulting Limited 2,250 7,633

Amec Foster Wheeler Environment & Infrastructure UK Limited 28,126

Anna Evans Housing Consultancy 13,544

APSE 22,425

Atkins Limited 28,776

Bacra Ltd 5,479

Britel Fund Trustees Limited (Trustee of the BT Pension Scheme) 50,370

British Association for Adoption 13,165

C2 Management Consulting Ltd 9,450

Carrick Associates 14,900

Carlyle Associates Ltd 168,979
CB Richard Ellis Ltd 3,500

Core Education and Consulting Solutions (UK) Ltd. 10,280

Crew 2000 (Scotland) Ltd 3,000 5,000

David Briggs Associates Ltd 17,800 1,938

David Mandel & Associates LLC 10,012

David Narro Associates Ltd 9,169

Del-Eng Consultancy Services Ltd 54,000

Deloitte LLP 12,325 1,412,803
DL Consulting and Support Services 4,200

Doree Bonner International 8,640

DS Consultants 41,447

Edinburgh Napier University 7,298

Ernst and Young LLP 20,324 142,884 154,341 1,215,000
Exception Limited 171,325

Faithful and Gould 4,385

Family Futures CIC 3,500

Farrpoint Ltd 7,650 900

Gandlake Ltd 33,750

Gartner UK Ltd 16,517

Graham Bell Associates Limited 5,000

Grant Consultancy & Training 2,960

GVA Grimley Ltd 3,250

Halcrow Group Ltd 6,223

HG Consulting (Scotland) Limited 4,875

Hub South East Scotland Limited 199,323

Hunter Adams Limited 8,000

Hypostyle Architects 5411
Infracap LLP 35,000

lom Consulting Ltd 6,202

Jacobs Engineering UK Ltd 1,668 184,860

James Scott & Sons 4,650

Jess n Jo Enterprises Limited 62,685

Total
4,000
28,548
8,075
9,883
28,126
13,544
22,425
28,776
5,479
50,370
13,165
9,450
14,900
168,979
3,500
10,280
8,000
19,738
10,012
9,169
54,000
1,425,128
4,200
8,640
41,447
7,298
1,532,548
171,325
4,385
3,500
8,550
33,750
16,517
5,000
2,960
3,250
6,223
4,875
199,323
8,000
5,411
35,000
6,202
186,528
4,650
62,685




Corporate

Economic

Health and Social

Services for

Consultant Gillelien & Famlies Governance Development Care Communities Coumehi Total
Jones Lang LaSalle Limited 4,905 4,905
Lean HR Solutions Limited 24,750 24,750
Leopold Marketing 44,706 44,706
Lockheed Martin Business Technology Solutions Ltd 46,400 46,400
Masterson Media 4,625 4,625
Max Solutions (Associates) Limited 73,437 73,437
Meriel Young Consulting 4,955 4,955
Mott MacDonald Limited 24,833 24,833
Ncc Services Ltd 7,735 7,735
Parasol Limited 10,050 10,050
People Development Consultancy 2,250 34,250 36,500
Pricewaterhousecoopers LLP 259,665 144,460 404,125
Progress Business Solutions Ltd 219,500 219,500
Reiach and Hall Ltd 272,250 272,250
Rettie & Company Limited 16,649 16,649
RSP Consulting Engineers LLP 61,988 61,988
Scottish Water 57,758 57,758
SHL UK Ltd 7,868 7,868
Specialist Computer Centres PLC 4,250 4,250
The Federation of Burial and Cremation Authorities 5,138 5,138
The Renewable Power Exchange Ltd 14,400 14,400
Theresa Casey Consultancy 7,905 7,905
Thomson Bethune 13,310 13,310
Transport & Travel Research Ltd 12,000 12,000
Turner and Townsend Management Solutions Ltd 17,100 17,380 34,480
Watson & Lyall Ltd 33,996 33,996
Watts Group PLC 13,500 1,640 15,140
Willis Ltd 17,400 17,400
Total 60,110 1,240,689 276,563 174,834 1,200,479 2,836,189 5,788,865




CHILDREN & FAMILIES - REVENUE CONSULTANCY SPEND 2014715

APPENDIX 1 (ii)

Consultant Net Amount Tasks delivered Impact

Allan Robertson Consulting Limited 2,250 |Professional Services for 75 Harvester Way Legal agreement reached on property transaction.
The Care Inspectorate expect the Council to provide a range of internal and external chairs and members of
panels. The provision of this via British Adoption Association is one way in which the Council fulfils this

British Association for Adoption 13,165 |Panel attendance & 'Securing children's futures' related work expectation.

Core Education and Consulting Solutions (UK) Ltd. 10,280 |Onsite training and professional support

David Briggs Associates Ltd 17,800 |Forensic and Psychological Risk Assessments Assist permanency planning for child.

Family Futures CIC 3,500 |Legal Services - Family consultations Maintenance of a placement.

Grant Consultancy & Training 2,960 |Psychotherapy Social Worker Training Knowledge and the development of skills in attachment - integral to residential care service delivery.

People Development Consultancy 2,250 |Individual development coaching.

Theresa Casey Consultancy 7,905 |Schools Early Years 'HUBS' - Project & Nature Play costs

Total 60,110




CORPORATE GOVERNANCE - REVENUE CONSULTANCY SPEND 2014/15

APPENDIX 1 (iii)

Consultant Net Amount Tasks delivered Impact
Atkins Limited 28,776|Technical advice and 1ce to the Connected Capital Programme Contribution towards delivery of Connected Capital Project.
Meadowbank Sports Centre - report to Council 12th February 2015 Proposal for a New Meadowbank- presented
Deloitte LLP 12,325|Options appraisal report for Meadowbank Sports Centre. the outcome of the options appraisal study.
DL Consulting and Support Services 4,200|Support for development of organisation structure, job descriptions and grading structure. Contribution towards implementation of Modernising Pay project.
Support for Edinburgh International Conference Centre project (Project Ballet). Commercial advice and Delivery of Commercial Excellence programme and achievement of procurement savings. Payment based on
Ernst and Young LLP 20,324 [support to Commercial Excellence Programme. gainshare mechanism.
Exception Limited 171,325|Review of ICT service specification. Contribution towards successful re-procurement of the Council's ICT contract by August 2015.
Farrpoint Ltd 7,650 Technical advice for ICT re-procurement project. Contribution towards successful re-procurement of the Council's ICT contract by August 2015.
Gandlake Ltd 33,750|technical advice to provide support for annual Council Tax billing. Council Tax billing run undertaken within statutory deadline.
Contribution towards ongoing ICT service delivery and re-procurement of the Council's ICT contract by August
Gartner UK Ltd 16,517|ICT benchmarking and market information 2015.
Hunter Adams Limited 8,000|Organisational Development Programme delivery including coaching sessions Development of Organisational Development and Human Resources service
Infracap LLP 35,000|Consultancy advice to City of Edinburgh Council's Transformation Programme Contribution towards delivery of Council Transformation Programme
Jacobs Engineering UK Ltd 1,668(Service s provided in respect of Climate Change Act Compliance Tool. Support for delivery of Sustainability 2020 project
Lockheed Martin Business Technology Solutions Ltd 46,400|Development of Cognos Business Intelligence management Information Suite. Improved management information to senior service managers.
Strategic Review of Council owned sports facilities and sport and leisure services and programmes
Max Solutions (Associates) Limited 73,437|delivered across Edinburgh. Identification of options for future service provision in Council owned sport and leisure facilities.
Ncc Services Ltd 7,735[Consultancy support to the ICT re-procurement project Contribution towards successful re-procurement of the Council's ICT contract by August 2015.
Parasol Limited 10,050|Consultancy support to Health and Safety service Strengthened delivery of Council Health and Safety service
Over the three-year co-source period, PwC will provide services to ensure that the Council’s internal audit and
Pricewaterhousecoopers LLP 259,665|Internal audit co-source and provision of risk management services. risk management function undergoes a transformation to become a leading edge service.
Contribution towards delivery of Council Transformation Programme. Contribution towards successful re-
Senior management support for ICT Strategy, Transformation Programme, ICT re-procurement and procurement of the Council's ICT contract by August 2015. Delivery of Commercial Excellence programme and
Progress Business Solutions Ltd 219,500|Commercial Excellence Programme projects. achievement of procurement savings.
Meadowbank Sports Centre - report to Council 12th February 2015 Proposal for a New Meadowbank- presented
Reiach and Hall Ltd 272,250|Technical advice and support for the development of Meadowbank Sports Centre feasibility study. the outcome of the options appraisal study.
SHL UK Ltd 7,868|Human Resources recruitment consultancy - professional advice Advice on recruitment and selection
Specialist Computer Centres PLC 4,250|Information Security Assessment and Review Secure management of Council information and data
Total 1,240,689




ECONOMIC DEVELOPMENT - REVENUE CONSULTANCY SPEND 2014715

APPENDIX 1 (iv)

Consultant Net Amount Tasks delivered Impact
The Sustainable Energy Action Plan was presented to Corporate Policy and Strategy Committee on 24 February
442 Design Ltd 4,000[Review of the Council's Sustainable Energy Action Plan. 2015 for approval.
The Sustainable Energy Action Plan was presented to Corporate Policy and Strategy Committee on 24 February
2015 for approval. The outline proposal for Energy for Edinburgh (the Energy Services Company) was
General consultancy on the development of a Sustainable Energy Action Plan, Preparation of a Business approved by Council on 25 September 2014 with an update report on 24 February 2015 approved by Corporate
C2 Management Consulting Ltd 9,450(Case for an Energy Services Company. Policy and Strategy Committee.
This independent assessment was carried out due to reported performance issues with the wired and wireless
network at Creative Exchange. The existing provider had proposed improvements to the system and this
independent evaluation was undertaken to access the existing issues, the impact of these issues and to
Independent evaluation of the wired and wireless connectivity at Creative Exchange with assessment of evaluate the proposed solution. Due to the technical nature of the network provision, Farrpoint Limited was
Farrpoint Ltd 900|proposed system improvements. tasked with independently evaluating the existing and proposed future provision.
Graham Bell Associates Limited 5,000|Renewable Research Waiver Report.
HG Consulting (Scotland) Limited 4,875
Leopold Marketing 44,706 |Scottish Cities Alliance at MIPIM Investment Fair- Project Manager role Successful delivery of the Scottish Cities Alliance stand and profile at the MIPIM 2015 investment fair.
Masterson Media 4,625|Edinburgh Science Triangle - raise profile of science sector. 20% increase in website hits; investment secured by early stage company as direct result of publicity.
DS Consultants 41,447|German Market Investment Support. The build of potential investor pipeline, support for investor events and marketing activities in German markets.
As a result of this work, in 2014 the Alliance agreed an ambitious set of City Investment Plans detailing £6bn
Scottish Cities Alliance City Investment Plans. Funded by the Cities Investment Fund (Scottish worth of investment across the Aberdeen, Dundee , Edinburgh, Glasgow, Inverness, Perth and Stirling city
Pricewaterhousecoopers LLP 144,460|Government). regions.
Turner and Townsend Management Solutions Ltd 17,100|Professional fees for providing services for Refit Programme Phase 1.
Total 276,563




HEALTH and SOCIAL CARE - REVENUE CONSULTANCY SPEND 2014/15

APPENDIX 1 (v)

Consultant

Net Amount

Tasks delivered

Impact

CB Richard Ellis Ltd

3,500|Pentland Hill Care Home - Valuation

Property survey / valuation.

Crew 2000 (Scotland) Ltd

3,000(Training course / workshop delivery

David Briggs Associates Ltd

1,938 Training and consultancy - Clinical Psychologist

Psychologist - Community Intervention Service for Sex Offenders.

David Mandel & Associates LLC

10,012|Training and consulting to improve the safety and well being of families

Training and consulting to improve the safety and well being of families.

Ernst and Young LLP

142,884 |Unscheduled Care Discharge review

Review of Health and Social Care Unscheduled Care Discharge process.

Watts Group PLC

13,500|Asset Surveys at Council locations

Property survey / valuation.

Total

174,834




SERVICES FOR COMMUNITIES - REVENUE CONSULTANCY SPEND 2014/15

APPENDIX 1 (vi)

Consultant

Net Amount

Tasks delivered

Impact

Aecom Infrastructure & Environment UK Limited

8,075

Technical services support contract - provision of consultancy services to the Council's Tram Operations
Team.

Specialist technical advice and reports to the Tram Operations Team.

Aecom Limited

28,548

Newbridge Public Transport Study. City of Edinburgh Council met 25% of the cost. Transport Scotland
mets 50% and West Lothian Council 25%.

Study to identify public transport infrastructure improvements on A8/A89 Corridor.

Allan Robertson Consulting Limited

7,633

Dilapidations advice for Chesser House and Westwood House

Provided expert advice for the Council's defence against/mitigation of dilapidation claims from landlords.

Amec Foster Wheeler Environment & Infrastructure UK Limited

28,126

Zero Waste Project Technical Support

Continued support in delivering Residual Waste Treatment Contract.

Anna Evans Housing Consultancy

13,544

Housing advice.

Assessment of aspects of the Council's affordable housing supply programme.

Catering expert employed on a fixed term contract to assist with the roll out of the free school meal Scottish

APSE 22,425|Advice and support for Free School Meals programme. Government initiative, and a review of the primary and secondary school meals strategy.
Production of Energy Performance Certificates and support in supplying energy data on Council house
Bacra Ltd 5,479 |stock for Scottish Housing Quality Standards. Production of Energy Performance Certificates. Energy data supplied on Council house stock.

Britel Fund Trustees Limited (Trustee of the BT Pension Scheme)

50,370

Council contribution to the cost incurred in securing planning consent on a Council asset.

Securing of planning consent on a Council asset.

Carrick Associates

14,900

Parks SROI Project

Insight on the economic and social value of Council parks with a view to fundraise for future investment.

Crew 2000 (Scotland) Ltd

5,000

Contribution to Crewe 2000 to provide welfare support on the Safezone bus.

Provision of welfare support on the Safezone bus.

David Narro Associates Ltd

9,169

Engineering services - Edinburgh Bus Station and West Crosscauseway.

Provision of a structural survey and recommendations for maintenance works required on bus stance/hard
standing area at bus station.

Del-Eng Consultancy Services Ltd

54,000

Delivery of Tram operational contract management.

Delivery of Tram operational contract management.

Doree Bonner International

8,640

Provided resources to facilitate the management and delivery of moves around the estate.

Ongoing delivery of the Property Rationalisation programme.

Edinburgh Napier University

7,298

Delivery of a Knowledge Transfer Partnership (KTP) with the Scottish Energy Centre at Napier
University to help develop a strategic and considered long term approach to energy management within
its operational estate. A Knowledge Transfer Partnership is a relationship formed between a company
and an academic institution (‘Knowledge Base' partner), which enables the transfer of knowledge,
technology and skills to the benefit of the company’s objectives. The KTP is jointly funded by the
Council and Innovate UK, a non-Governmental organisation.

Under the KTP the 'Knowledge Base' partner has employed a recent graduate to work full time as a KTP
Associate within the Council .

Fixed term contract for a specialist contract manager on the Outdoor Advertising contract. Continued

Successful delivery of the Outdoor Advertising contract that will generate significant revenue streams for the

Ernst and Young LLP 154,341 |support in delivering Residual Waste Treatment Contract. Council. Continued support in delivering Residual Waste Treatment Contract.

Faithful and Gould 4,385 |Framework contract utilised in delivering a range of professional services.

GVA Grimley Ltd 3,250 Professional property advice - Castlebrae Business Centre and Chesser House. Ongoing delivery of the Property Rationalisation programme.

Halcrow Group Ltd 6,223 |Cumulative transport appraisal of new housing sites in the Local Development Plan. Appraisal identified transport improvements for inclusion in the Local Development Plan Action Programme.
Hub Depots - early formulation of proposals that will become capital projects. Hub Muirhouse - direct draw
down of enabling funding from HubCo to carry out place making study to compliment development of North

Hub South East Scotland Limited 199,323 [Feasibility works for Depots Rationalisation and Hub Muirhouse project. West Edinburgh Partnership Centre.

lom Consulting Ltd 6,202 |Asbestos Review Expert knowledge provided in ground contamination.

Mini Stern reports undertaken, as part of the Scottish Cities Alliance. This involves local authorities

across Scotland undertaking Low Carbon and Climate Change Adaptation Opportunity Assessments

(mini stern) identifying the need for policies and actions to reduce greenhouse gas emissions. These The “Mini Stern” reviews will use these principles to identify potential local economic risks and opportunities
highlight the fact that, whilst action would involve additional costs, the alternative of doing nothing would [for businesses and the public sector arising from climate change and the low carbon agenda in the short and

Jacobs Engineering UK Ltd 184,860 [result in higher costs to society in the longer term. medium term.

Contributes to delivery of the Free School Meals Programme by 5 January 2015 for all Primaries 1-3 school

James Scott & Sons 4,650|School Catering Equipment Survey children.

Jess n Jo Enterprises Limited 62,685 | Delivery of Transport Service review. Transport Service review.

Jones Lang LaSalle Limited 4,905 | Letting negotiations. Project agents for Atria for four years.

Provided support on the development and implementation of the Waste and Fleet structure that emerged as
part of the Improvelt programme. The impact of this consultancy support was critical in ensuring that a

Lean HR Solutions Limited 24,750 |Organisational development consultancy for Waste and Fleet Services. completed structure was delivered.

Meriel Young Consulting 4,955 | Specialist consultant to work with partners as the Council lead on Festival of Cycling events. Contribution to delivery Festival of Cycling events.

Mott MacDonald Limited 24,833 |Planning Consultant - Flooding Undertake statutory review of Planning Applications for Flood Risk.

People Development Consultancy 34,250 |Organisational and management development training

Rettie & Company Limited 16,649 |Reviewed business case assumptions and model. Evaluation of potential arms length housing company.

RSP Consulting Engineers LLP 61,988 |Successful provision of utilities and services to Zero Waste Site. Contribution to delivery of Zero Waste site.

Agreement with Scottish Water, East Lothian Council and Midlothian Council to procure the services of
a consultant to mathematically model the sewer network in an area of the city and the two neighbouring

Scottish Water 57,758 |local authorities. This work will ultimately inform the Surface Water Management Plan for Edinburgh.

The Federation of Burial and Cremation Authorities 5,138 Independent review of the City of Edinburgh Council's Cremation Service. Review of the City of Edinburgh Council's Cremation Service.

Work on how a local authority could be a member of Our Power or any other energy services company. | This work set out how Our Power would bill tenants / charge and meter for power. It also contributed to a

The Renewable Power Exchange Ltd 14,400| The Council was allocated a grant by Energy Saving Trust. Committee report re joining Our Power.

Thomson Bethune 13,310|Review of the Technical Support Team as part of the iPFM Organisational Review Project. Contribution towards the delivery of the iPFM Organisational Review Project.

To support work on EU ECOSTARS project to reduce air polluting emissions from freight and bus

Transport & Travel Research Ltd 12,000 |vehicles, as approved by Transport and Environment Committee. Contribution towards reduction in air polluting emissions from freight and bus vehicles.

Turner and Townsend Management Solutions Ltd 17,380|Independent review of Cameron House Community Centre. Contribution towards review.

Watts Group PLC 1,640|Preparation and negotiation of dilapidations report on a property lease, which terminated in 2013. Ongoing delivery of the Property Rationalisation programme.

The Residual Waste treatment contract will ensure delivery of a state of the art treatment facility for the
Council's waste that was otherwise destined for landfill. The waste will be received at Millerhill in Midlothian
where fuel will be produced and burned with products including heat and power. This will meet the Council's

Willis Ltd 17,400 |Assistance to the Zero Waste Project in procuring a Residual Waste Treatment Contract. statutory requirement to avoid landfilling of biodegradable waste.

Total 1,200,479




COUNCIL-WIDE (COMMERCIAL EXCELLENCE AND PROPERTY CONSERVATION) - REVENUE CONSULTANCY SPEND 2014/15

APPENDIX 1 (vii)

Consultant Net Amount Tasks delivered Impact
Report fo Finance and Resources Committee Property Conservation — Programme Momentum Progress Report |
4 June 2015 refers. Progress towards conclusion of Property Conservation case reviews for statutory notice
Senior management support to the Council's Property Conservation Service and Commercial Excellence projects, billing and collection of outstanding debt, resolution of Property Conservation complaints and launch of
Carlyle Associates Ltd 168,979|Programme. new replacement enforcement service.
Support to the Property Conservation Programme - Project Joule Legacy Case Reviews and Project Property Conservation Programme - report to Finance and Resources Committee Property Conservation —
Momentum Programme. Programme Momentum Progress Report 4 June 2015 refers. Progress towards conclusion of Property
Conservation case reviews for statutory notice projects, billing and collection of outstanding debt, resolution of
Deloitte LLP 1,412,803 Property Conservation complaints and launch of new replacement enforcement service.
Delivery of Commercial Excellence programme and achievement of procurement savings. Payment based on
Ernst and Young LLP 1,215,000|Commercial advice and support to Commercial Excellence Programme. gainshare mechanism.
Hypostyle Architects 5,411 |Property Conservation casework Progress towards resolution of property conservation case.
Watson & Lyall Ltd 33,996 Property Conservation casework Progress towards resolution of property conservation case.
Total 2,836,189



Consultancy - Capital Expenditure 1st April 2014 - 31st March 2015

APPENDIX 2 (i)

Consultant Children & Families Corporate Governance Health and Social Care Services for Communities Total
Aecom Infrastructure & Environment UK Limited 15,397 15,397
Aecom Limited 20,210 20,210
Allan Murray Architects Ltd 351,384 351,384
Amec Foster Wheeler Environment & Infrastructure UK Limited 1,664 1,664
Anderson Bell and Christie 11,920 11,920
AOC Holdings Ltd 2,965 1,035 4,000
Atkins Limited 34,845 34,845
Cityheart Limited 7,955 7,955
Cundall Johnston & Partners LLP 21,407 21,407
David Adamson and Partners Ltd 2,788 40,745 43,533
David Narro Associates Ltd 1,268 952 2,220
E S A Mclintosh Ltd 20,675 20,675
F3 Building Surveyors Ltd 38,436 38,436
Faithful and Gould 14,721 52,906 67,627
Gardiner and Theobald LLP 142,680 142,680
Haa Design Limited 3,770 3,770
Halcrow Group Ltd 123,502 123,502
HG Consulting (Scotland) Limited 16,700 16,700
Ironside Farrar Ltd 2,568 28,523 31,091
Jmarchitects limited 43,505 43,505
Kevin Shaw Lighting Design 7,846 7,846
Lagan Construction Ltd 4,996 4,996
LDN Architects LLP 2,700 2,700
Malcolm Fraser Architects 106,310 106,310
Malcolm Hughes Land Surveyors Ltd 6,910 6,910
Nes UK Ltd (Recruitment) 59,368 59,368
Ove Arup and Partners Scotland Ltd 85,494 85,494
Parsons Brinckerhoff Ltd 15,000 6,723 21,723
Pitney Bowes Software Ltd 48,750 48,750
RSP Consulting Engineers LLP 22,429 22,429
Rybka Limited 45,632 3,980 49,612
Sandy Brown Associates LLP 6,400 1,513 7,913
ScoMac Catering Equipment Ltd 9,700 9,700
Sinclair Knight Merz Europe Ltd 37,560 37,560
Smith Scott Mullan & Associates 98,068 27,159 125,227
Sports Labs Ltd 4,167 1,667 5,833
Steer Davies & Gleave Ltd 7,688 7,688
Structural Soils Ltd 30,981 30,981
T and A Kernoghan Holdings Limited 9,660 9,660
Thomas & Adamson 223,006 8,443 58,366 -6 289,808
Thomson Bethune 10,219 3,920 14,139
Turner & Townsend Infrastructure 4,500 129,785 134,285
Waterman Aspen Ltd 20,930 20,930
White Young Green Consulting Ltd 7,300 7,300
Will Rudd Davidson Edinburgh Ltd 25,005 15,401 67,485 107,892
WSP UK Limited 5,300 88,574 93,874
WYG Environment Planning Transport Ltd 5,398 5,398
Total 1,083,358 12,609 86,554 1,144,325 2,326,846




CHILDREN & FAMILIES - CAPITAL CONSULTANCY SPEND 2014/15

APPENDIX 2 (ii)

Consultant

Net Amount

Tasks delivered

Impact

Aecom Limited

20,210

Professional Services - Portobello High School

Prepared design and liaised with CEC Roads to provide a road and footpath compatible design for the new
Portobello HS

Allan Murray Architects Ltd

351,384

Architect Fees - Boroughmuir High School

Provided full architectural service to ensure a quality design to the latest concepts for the new Boroughmuir HS

AOC Holdings Ltd

2,965

Archaeological Evaluation

Ensuring archaeological studies are on undertaken prior to work commencing on site and having a watching
brief during the works on the site of the new Boroughmuir HS

Cityheart Limited

7,955

Professional Services

Assessed legal and design implications of changing the shared ownership park element of the school site from
permanent to temporary spec

David Adamson and Partners Ltd

2,788

QS Services at Duddingston Nursery

Cost advice and benchmarking for Duddingston Nursery

David Narro Associates Ltd

1,268

Greendykes YPC fees

Provided cost advice to ensure design came within budget, assisted in preparation of contract conditions,
tender cost checked, undertakes valuation and provides cost advice during the construction phase for the new
Heathervale Young Persons Centre

E S A Mcintosh Ltd

20,675

FF&E consultant Boroughmuir HS

Liaised with the school to achieve an agreed design for the FF&E room layouts to include within the tender for
cost certainty at the new Boroughmuir HS

Faithful and Gould

14,721

Professional Fees - Trinity Primary School

Providing effective project management to ensure that the respective projects are built timeously, to the
required standard and within budget

Gardiner and Theobald LLP

142,680

Quantity Surveying Services - various High Schools

Provided cost advice to ensure design came within budget, assisted in preparation of contract conditions,
tender cost checked, undertakes valuation and provides cost advice during the construction phase for the
various new build Schools

Haa Design Limited

3,770

Fees Boroughmuir High School

Provided specialist interior design advice to the main areas to ensure a "flow™ between each area of new
Boroughmuir HS

Jmarchitects limited

43,505

Architect Fees - Portobello High School

Provided full architectural services to ensure a quality design including providing advice on the Private Bill for
the new Portobello HS

Kevin Shaw Lighting Design

7,846

Lighting Design - Boroughmuir High School

Provided specialist lighting designs to provide a visual impact for the new Boroughmuir HS

Parsons Brinckerhoff Ltd

15,000

Professional Services Portobello High School

Provided structural engineer expertise for the design of the new structure of Portobello HS

Rybka Limited

45,632

Mechanical engineering services Portobello High School and James Gillespie's High School

Provide expert advice on the mechanical elements of Portobello HS

Sandy Brown Associates LLP

6,400

Consultancy fees - Boroughmuir High School

Provided specialist guidance on the design of the building to ensure the acoustics, noise and vibration are
within the comfort of the users for the new Boroughmuir HS

ScoMac Catering Equipment Ltd

9,700

Catering Design Consultancy

Provided specialist kitchen advice to design the kitchen and servery Tayout to ensure the most efficient way of
serving pupils with the aim of increasing school meal take-up for the new Boroughmuir HS

Smith Scott Mullan & Associates

98,068

Fees re Kirkliston Primary School

Provision of full architectural design services for the extension works at the new Kirkliston PS

Structural Soils Ltd

30,981

Ground investigation Boroughmuir High School

Undertaken soil investigation to allow the most economical foundation design to be determined and to check
ground conditions for contaminates for the new Boroughmuir HS

Thomas & Adamson

223,006

Project management and quantity surveyor fees re James Gillespie's HS, Portobello HS, Towerbank PS

Providing effective project management to ensure that the respective projects are built timeously, to the
required standard and within budget

Turner & Townsend Infrastructure

4,500

Boroughmuir High School gateway review

Providing an independent assessment of, and assurance regarding, the progress on the project

Will Rudd Davidson Edinburgh Ltd

25,005

Structural engineering services for Kirkliston PS, Liberton HS, Boroughmuir HS

Provide structural engineering expertise for the design of new structure of Kirkliston PS, Liberton PS and
Boroughmuir PS Projects

WSP UK Limited

5,300

Fees - Boroughmuir High School

Prepared design and liaised with CEC Roads to provide a road, footpath and bridge compatible design for the
new Boroughmuir HS

Total

1,083,358



CORPORATE GOVERNANCE - CAPITAL CONSULTANCY SPEND 2014/15

APPENDIX 2 (iii)

Consultant

Net Amount

Tasks delivered

Impact

4,167

Consultancy Services Fees for Malleny Park, Balerno

Expert advice on the installation of new 3G pitch at Malleny Park

Sports Labs Ltd

8,443

Project Management Services - Assembly Rooms

Project Managers for the recent major capital refurbishment. Required to conclude project.

Thomas & Adamson
Total

12,609




HEALTH & SOCIAL CARE - CAPITAL CONSULTANCY SPEND 2014/15

APPENDIX 2 (iv)

Consultant

Net Amount

Tasks delivered

Impact

Ironside Farrar Ltd

2,568

Consultancy services re autism and day care centre

Professional Landscape design

Thomas & Ad. d

58,366

Project Management Services re new autism centre/ James Gillespie High School

Providing effective project management to ensure that New Autism Centre was built timeously, to the
required standard and within budget

Thomson Bethune

10,219

Fees re autism daycare/ respite centre

Costing advice for new Autism centre

Will Rudd Davidson Edinburgh Ltd

15,401

Structural Engineering services re autism daycare/ respite centre

Provide expertise in relation to new structure of Autism Centre

Total

86,554



SERVICES FOR COMMUNITIES - CAPITAL CONSULTANCY SPEND 2014/15

APPENDIX 2 (V)

Consultant

Net Amount

Tasks delivered

Aecom Infrastructure & Environment UK Limited

15,397

M9/A8000 Consultant fees

Impact
Transport Capital Investment Programme: Fees associated with technical input into completing infrastructure
works at M9 spur (and A800) road works in conjunction with FETA

Waste Services Capital Investment Programme: Technical support for building utility infrastructure and

Amec Foster Wheeler Environment & Infrastructure UK Limited 1,664 |Professional Fees for Planning Support for Millerhill Site bridge works at Zero Waste Site - Millerhill

HRA Capital Investment Programme: Contributing to the delivery of 21st Century Homes Project for new
Anderson Bell and Christie 11,920(21st Century Homes: Energy and initial feasibility study for road access to Napier University, Sighthill build Council housin

Transport Capital Investment Programme: Archaeology services for ground investigation works prior to
AOC Holdings Ltd 1,035|Data structure report Carriageway and Footway works being undertaken.

Transport Revenue Cycling Investment: Feasibility studies in respect cycle link works - Roseburn to Leith
Atkins Limited 34,845 |Roseburn to Leith Walk Cycle Link Study Walk - Externally funded

Asset Management Capital Programme : Engineering services in respect of Children and Families asset
Cundall Johnston & Partners LLP 21,407 [Fees Stockbridge Primary School programme.

HRA Capital Investment Programme: Contributing to the delivery of 21st Century Homes Project for new

build Council housing
David Adamson and Partners Ltd 40,745|21st Century Homes: Professional Fees - Leith Fort, Pennywell, Greendykes
David Narro Associates Ltd 952|Fees FFSCR Project Corporate Property Asset Investment Programme: Contributing to refurbishment of 249 High Street

Asset Management (Health and Social Care) Capital Programme: Surveying services in respect of
F3 Building Surveyors Ltd 38,436 |Building Surveying Services - various sites upgrading works on various care homes

Asset Management Capital Programme: Project management Services in respect of projects linked to
Faithful and Gould 52,906 [CDM & project management services investing in Council owned buildings

Transport Capital Invesiment Programme: Professional Services in respect of delivering elements of the |

Cycling programme, Water of Leith Phase 2. HRA Capital Investment Programme: Delivery of 21st Century
Halcrow Group Ltd 123,502 |Route design review, consultancy support for Pollock Halls, Meadows projects Homes Project for new build council housing

Transport Capital Investment Programme: Professional Services in respect of delivering the Leith
HG Consulting (Scotland) Limited 16,700 [Project Enable - Charge for Waterman Transport Improvement Programme and Water of Leith Phase 1

Corporate Property Capital Investment Programme: Preparatory consultancy on delivery of the Causey
Ironside Farrar Ltd 28,523 |Causey Project - Consultancy support Project - public real investment.
Lagan Construction Ltd 4,996 |Consultants fee for Water of Leith flood modelling. Transport Capital Investment Programme: Water of Leith Phase 1 - share of modelling costs

Corporate Property Capital Investment Programme: Architects fees relating to Public Realm works at the
LDN Architects LLP 2,700 [Architectural Services Usher Hall.

HRA Capital Investment Programme: Contributing to the delivery of 21st Century Homes Project (Leith Fort)
Malcolm Fraser Architects 106,310 |Leith Fort Design Team for new build Council housin

Tranmﬂmmﬁonal Service in respect of topographical surveys at
Malcolm Hughes Land Surveyors Ltd 6,910 Topographical surveys for various sites various cycle links across the city

Transport Capital Investment Programme: Human resource to provide support in delivering programmes for
Nes UK Ltd (Recruitment) 59,368 |Human resource to provide project support both Carriageway and Footways and the Leith Improvement Programme

Transport Capital Investment Programme: Professional Services in respect of delivering technical input to
Ove Arup and Partners Scotland Ltd 85,494 | Technical Support for Water of Leith Flood Prevention Scheme Phase 2 both phase 1 and 2 of the Water of Leith project

HRA Capital Investment Programme: Contributing to the delivery of 21st Century Homes Project for new
Parsons Brinckerhoff Ltd 6,723 |Provide CDM consultancy services for the Greendykes & West Pilton Crescent Projects build Council housin

Transport Capﬁlﬁeﬁmem Programme: Additional technical required in respect of go live date for the new
Pitney Bowes Software Ltd 48,750 |Additional 120 days consultancy for development Confirm Asset Management System

Waste Services Capital Investment Programme: Technical support for building utility infrastructure and |
RSP Consulting Engineers LLP 22,429 [Consultancy Fees for Zero Waste Project bridge works at Zero Waste Site - Millerhill

Corporate Property Capital Investment Programme: Engineering services used in line with fire reinstatement
Rybka Limited 3,980 |Engineering Services re Hearts Supporters Club works of Craigmillar Hearts Social Club

Asset Management (Children and Families) Capital Programme: Surveying services in respect of upgrading
Sandy Brown Associates LLP 1,513 |East Neighbourhood works on Sighthill Primary School

Transport Capital Investment Programme: Professional Services in respect of delivering technical input to
Sinclair Knight Merz Europe Ltd 37,560 | Traffic Modelling - Picardy Place and Leith Phase 4 of Leith Improvement Programme

HRA Capital Investment Programme: Contributing to the delivery of regenerating council estates. Corporate

. . Property Capital Investment Programme: Services used in line with reinstatement of Craigmillar Hearts

Smith Scott Mullan & Associates 27,159 [Housing Capacity Study S

Culture ané %pon Capital Investment Programme: Services used in respect of building new 3G pitch at
Sports Labs Ltd 1,667 |Defect assessment on Meadowbank 3G/throws area Malleny Park (Balerno)

Transport Capital Investment Programme: Additional technical support required in respect of scope for public
Steer Davies & Gleave Ltd 7,688 |Consultancy Fees - Charlotte Square realm works at Charlotte Square

Community Safety Capital Investment Programme: Technical Support in respect of work on Morningside
T and A Kernoghan Holdings Limited 9,660 | Technical support Library

Asset Mgmt (C&F) Capital Programme: Surveying services in respect of upgrading works on children's
Thomas & Adamson -6|Quantity surveying fees centre

Corporate Property Capital Investment Programme: Quantity surveying services used in line with fire
Thomson Bethune 3,920 |Professional Fees reinstatement works of Craigmillar Hearts Social Club

Transport Capital Investment Programme: Commercial Services in respect of delivering Water of Leith Phase |
Turner & Townsend Infrastructure 129,785 |Commercial Support for WOLFPS Phase 2 2 project

Transport Capital Investment Programme: Human resource to provide support in delivering the Water of
Waterman Aspen Ltd 20,930 [Human resource to provide project support Leith project
White Young Green Consulting Ltd 7,300 |Edinburgh bus tracker (RTPI) Transport Capital Investment Programme: Consultancy service for city wide bus tracker roll out project

HRA Capital Investment Programme: Engineering services in respect of citywide structural surveys for
Will Rudd Davidson Edinburgh Ltd 67,485 [Structural and civil engineering consultancy services relating to various sites multiple elements of the programme.

'WWW%—WW& Design work carried out in respect of the Leith Improvement
WSP UK Limited 88,574 |Roseburn to Union Canal Cyclelink - Phase 1 Design Works Programme and citywide cycling related projects
WYG Environment Planning Transport Ltd 5,398 |[Edinburgh bus tracker (RTPI) Transport Capital Investment Programme: Consultancy service for city wide bus tracker roll out project
Total 1,144,325



Finance and Resources Committee

10.00am, Thursday 24 September 2015

Commercial Excellence Programme — Update and
Annual Review of the Council’s Commercial and
Procurement Strategy

Item number 7.7

Report number
Executive/routine
Wards

Executive summary

This report updates the Committee on progress with regard to the Commercial
Excellence programme and delivery of the Council’s Commercial and Procurement

Strategy.

Links

Coalition pledges P30
Council outcomes CO25

Single Outcome Agreement
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Commercial Excellence Programme — Update and
Annual Review of the Council’s Commercial and
Procurement Strategy

Recommendations

11

It is recommended that the Committee notes the progress on the Commercial
Excellence Programme, the priorities for 2015/16 and the proposed approach to
develop a revised strategy in 2016.

Background

2.1

2.2

Main

The Council’s Commercial and Procurement Service (CPS) provides advice and
support to customers to enable them to meet the Council’s purchasing and other
commercial requirements. CPS carries out strategic sourcing and tendering
procedures and also monitors and challenges planned purchasing activity to
ensure it is both effective and compliant. CPS has a crucial role to play in
helping the Council to achieve its budgeted savings targets and in delivering the
Council’s Transformation Programme.

The Council's Commercial and Procurement Strategy was approved by the
Corporate Policy and Strategy Committee in August 2014. It reflects the three
main strands of the Commercial Excellence Programme, namely:

e generating savings through improved commercial activity;

e improving the quality and control of all purchasing activity; and

e improving the Council’s capacity and capability with regard to commercial
and procurement activities.

report

3.1

3.2

CPS reviewed the Commercial and Procurement Strategy in July 2015 and
concluded that it still meets the Council’s vision, strategic aims and objectives for
procurement and commercial activity.

Since the strategy was approved, the following progress has been made:
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3.3

3.4

3.5

3.6

3.7

3.8

Savings

Savings delivered in 2014/15 amounted to £17m and overall savings over the
two years since the launch of the Commercial Excellence programme in 2013
amount to £39m.

Forecast savings amount to in excess of £20m for both 2015/16 and 2016/17,
with a strong pipeline of savings activity over the coming years. CPS will
continue to work with Directorates to identify and deliver further opportunities as
they arise.

It is worth noting that income maximisation has been, and will continue to be, a
key part of the benefits achieved through the Commercial Excellence
programme.  Nearly £30m of income is currently expected over the next five
years through the Council’s concessions which have been let (eg Festival wheel
and meadows rental) and other commercial opportunities which have been
taken up (eg strategic advertising contract with JC Decaux).

The process for developing and delivering projects has been much improved by:

improved management information availability, for example on expiring
contracts and the pipeline of procurement projects;

improved processes, for example the agreed “5 stage process” for the
development and management of projects from an initial idea through to
contract management and benefits realisation;

improved compliance levels; and

better engagement with services, for example through the close working
of members of the CPS team with Directorate managers and Senior
Management Teams.

Quality and Control of Purchasing Activity

The Council established a Procure to Pay (P2P) project in early 2014. This has
resulted in:

improved financial control - through having more expenditure pre-
authorised through raising of purchase orders at the right time (currently
89%, compared with 30% in April 2014);

improved efficiency - having listened to feedback, including from the
Schools Forum, making the ordering process quicker, more intuitive and
more effective for staff; and

improved management information — having better information on what
the Council spends its money on and who is accountable for purchases.

Procurement performance and compliance is now reported each month to
Directorate management teams in a procurement dashboard.
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3.9

3.10

3.11

3.12

3.13

3.14

3.15

3.16

CPS has established a successful supplier engagement programme with
monthly surgeries and quarterly “Meet the Buyer” events. The latest event
attracted 232 local businesses.

Work is progressing on a new corporate approach to contract and supplier
management. A Board with representatives from each Directorate has been
established. A forum has also been put in place for staff involved in contract
management across the Council and a health check is underway for the contract
management arrangements of the Council’s 20 most significant contracts.

Capability and Capacity

CPS has established a comprehensive learning and development programme
with over 50 events taking place in the first half of 2015. All CPS staff have
participated in a core programme which has been recognised as an exemplary
model by the Council’s Organisational Development service. This covered:

e The customer experience;
e Change;

e Effective influencing;

e Risk management; and

e Council business

CPS has appointed two staff as Commercial Partners in order to strengthen
relationships and engagement with Directorates and assist with both compliance
and planning.

A pilot is underway of a new procurement delivery “tactical” team. Members of
the team have been drawn from across CPS and the aim is to funnel less
complex contract opportunities through this team and allow the existing
procurement teams to focus on more strategic projects. The Tactical Team also
provides a great learning environment for staff who are new to procurement
which assists with the ambition to grow our own talent.

The team has recently successfully completed the ICT re-procurement, one of
the largest and most innovative tender exercises carried out by the Council.
This contract will provide the Council with many opportunities to transform
service provision and is also expected to save the Council significant sums
compared to current spend on ICT.

External Accreditation

CPS progress over the last year has been recognised in a number of external
assessments.

All councils undergo an annual Procurement Capability Assessment undertaken
by Scotland Excel on behalf of the Scottish Government. In 2014 the Council’s
PCA score was 76%, up from 51% in 2012 and 59% in 2013. This placed the
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3.17

3.18

3.19

3.20

3.21

Council one of the top three Councils in Scotland in the “superior performance
category”.

In June 2015 CPS participated in the annual Customer Service Excellence
assessment for Financial Services. The assessment was successful with full
compliance on 53 criteria (93%).

The Council applied for two GO Excellence in Procurement Awards in 2014, for
the Commercial Excellence Programme and the P2P Project. Both applications
were shortlisted.

The Council has also been advised that it is a finalist for three categories of the
GO Excellence in Procurement Awards. The winners will be announced in
October 2015.

The Council also applied the CIPFA Scotland Awards in 2015. The Commercial
Excellence Programme won the Award for Innovation, Improvement and Best
Practice and the P2P project team was shortlisted for the Team of the Year.

Priorities for 2015/16

Over the next year the priorities for CPS remain broadly the same and fit within
the three main strands of the Commercial Excellence Programme. This is
shown below.

14

Commercial Excellence Programme - 2015/16 Priorities

Commercial Excellence Programme

Procurement Council-wide Commercial Practice Procurement Team Development
Delivery

. Embed contract and supplier . Continued investment in learning
. Savings management practices and development

. Development and delivery of - Supplier engagement — focus on « Build procurement delivery
strategic projects SMEs capactity

. Effective prioritisation and « Sustainability, community benefits
implementation across the pipeline and workforce matters

Integrated programme of change

*€EDINBVRGH"

OUNCIL - YOUR SERVICES

3.22

Areas of particular focus in the short term include:
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development of Sustainable Procurement practices, including
consideration of environmental factors, workforce issues including the
living wage, opportunities for co-production with service users and for
local SMEs;

contract and supplier management; and

building procurement delivery capacity in a market where there is high
demand across Scotland for skilled procurement staff.

3.23 In addition the Council must continue to manage a number of risks and issues
which have previously been highlighted to Committee, including:

inconsistent recognition of the scale of transformation required to meet
the budget challenge;

wide scale change in roles and responsibilities as the Council moves to a
new organisational structure;

capacity and capability in services, as well as within CPS where
recruitment and retention remains a concern, particularly to resource an
effective approach to contract and supplier management; and

the transition to a new ICT provider.

Looking ahead

3.24 The Procurement Reform (Scotland) Act 2014 received Royal Assent in June
2014. The new duties do not come into effect until a Commencement Order and
further regulations are put in place. This is expected to be late in 2015. In the
meantime the Scottish Government has carried out a formal consultation on the
Act and is currently developing detailed guidelines.

3.25 The Act sets out a number of points that public bodies will be required to cover
within their procurement strategies, including:

Approach to compliance with Sustainable Procurement Duty;

Approach to community benefits;

Consultation with those affected by procurements;

Policy on procurement of fairly and ethically traded goods and services;

Policy on how the Council intends its approach to regulated procurements
involving the provision of food to (i) improve the health, wellbeing and
education of communities in the authority’s area, and (ii) promote the
highest standards of animal welfare.

3.26 CPS will undertake a full update of the Council’s Commercial and Procurement
Strategy to meet the requirements of the Act and any associated guidance when
it comes into effect.
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Measures of success

4.1  The Council will achieve the financial targets which have been included in the
approved budget within a robust purchasing control environment

Financial impact

5.1 Delivery of the planned savings plays a significant role in the Council delivering
a balanced budget position.

Risk, policy, compliance and governance impact

6.1 The delivery of the Commercial Excellence programme is a key factor in the
Council achieving its financial targets. The risks associated with the programme
are regularly monitored and reviewed and management action is taken as
appropriate. In addition, the P2P review and improved management information
are improving planning and compliance.

Equalities impact

7.1  There are no direct equalities implications arising from this report.

Sustainability impact

8.1  The proposed focus in 2015/16 on sustainability will support the Council in
meeting the Sustainable Procurement Duty as required in the Procurement
Reform Act.

Consultation and engagement

9.1 Services have all had an opportunity to comment on this report.

Background reading/external references

Commercial Excellence Update, Report to Finance and Resources Committee, 30
October 2014

CPS Strategy, report to Corporate Policy and Strateqy Committee, 5 August 2014

Alastair Maclean

Deputy Chief Executive
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http://www.edinburgh.gov.uk/meetings/meeting/3464/corporate_policy_and_strategy_committee

Contact: Nick Smith, Commercial and Procurement Manager

E-mail: nick.smith@edinburgh.gov.uk | Tel: 0131 529 4377
Links

Coalition pledges P30 — Continue to maintain a sound financial position including
long-term financial planning

Council outcomes CO25 — The Council has efficient and effective services that
deliver on objectives

Single Outcome
Agreement

Appendices None
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Finance and Resources Committee

10.00a.m., Thursday, 24 September 2015

Common Good Annual Performance 2014-15

Item number 7.8

Report number
Executive/routine
Wards

Executive summary

The report presents the outturn position for the Common Good Fund and the
performance of its cash investments for 2014/2015.

Links
Coalition pledges P30, P31
Council outcomes C19

Single Outcome Agreement SO2
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Report

Common Good Annual Performance 2014-15

Recommendations

11

Members are asked to note the contents of this report.

Background

2.1

Main

The City of Edinburgh Council has a statutory obligation under the Local
Government etc. (Scotland) Act 1994, Section 15(4)(b) in administering property
held as part of the common good to have regard to the interests of all of the
inhabitants of the City. In effect the Council holds the Common Good Fund for
the benefit of the City as a whole.

report

3.1

3.2

3.3

3.4

3.5

Financial Outturn

All expenditure and income relating to Common Good property, including that
which is incurred from within main Council budgets, will be included in the
Revenue Account for the Common Good Fund. A recharge equal to the net cost
funded from Council budgets is shown as being made against the Council for the
use of the assets.

The audited accounts for the Common Good Fund for 2014-15 show a surplus in
year of £1,185,463.

The sale of East Market Street garage as part of a package of properties was
completed in 2014/15. The Common Good account was credited with a receipt
of £1,182,950. The receipt, net of costs associated with the disposal, was
transferred to an earmarked reserve pending consideration by the Council of its
previous decision on 14 November 2002 to transfer the receipt from the sale of
the site to the Council to assist with the funding of office rationalisation. This
reserve remains part of the funds available for investment by the Common Good
through the Council’s Cash Fund.

The report by the Chief Operating Officer to Finance and Resources Committee
on 27 August 2015 recommends that the receipt be retained within the Common
Good Fund.

The balance of the surplus of £3,880 was credited to the Common Good Fund at
31 March 2015. The balance of the Fund is £1.654m (£1.650m 2014).
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3.6  The following table summarises the expenditure and income for the Common

Good Fund for the year.

2013-14

(£000)

3,486 Property Costs
20 Other Expenditure

3,506

(941) Rents, Fees and Charges

(38) Sale of Fixed Assets
(2,554) Recharges

(8) Investment Income

(35) Surplus

2014-15
Direct From Council Total
Budgets

(£000) (£000) (£000)
2 3,996 3,998
42 0 42
44 3,996 4,040
0 (1,273) (1,273)
(1,218) 0 (1,218)
0 (2,723) (2,723)
(11) 0 (11)
(1,185) 0 (1,185)

The detailed statement of accounts is shown in Appendix 1 attached.

3.7 In addition to the sale of East Market Street garage, the Common Good received
a receipt of for the sale of airspace above property in the Grassmarket. The
£35,000 proceeds from the sale were credited to the Common Good Revenue

Account.

3.8 HM Treasury announced in December 2014 its intention to redeem at face value
its pre war stock bonds. The Common Good Fund held £1,400 in 3 2% war
stock bonds and £340 in 3 ¥2% conversion stock bonds. The war stock bonds
were redeemed in March 2015 and the receipt was credited to the Common

Good Revenue Account.

3.9 The Council funded net expenditure of £2.723m (£2.554m 2014) on Common
Good properties of which £1.060m (£1.490m 2014) was funded from revenue
and £1.663m (£1.063m 2014) from capital budgets.

3.10 The majority of the cash resources of the Common Good are invested with the
Council’s cash fund with a small balance held within the Council’s loans fund to
manage day to day cash flow. The interest earned on the investment amounted
to £9,701 (£8,359 in 2014). The interest was re-invested with the cash fund
throughout the year. A balance of £2.756m was held within the Council’s cash

fund at 31 March 2015.

Finance and Resources Committee- 24 September 2015
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3.11

3.12

3.13

3.14

3.15

3.16

3.17

3.18

3.19

The Council’s cash fund investments annual rate of return to March 2015 was
0.47% (0.52% 2014). This performance has been benchmarked against the 7
day London Inter Bank rate. The Council’s cash fund out performed the
benchmark rate of 0.35% by 0.12% (0.17% in 2014) during the year.

Common Good Properties

The list of properties included in the financial accounts as assets of the Common
Good is listed in Appendix 2.

No further properties were been conclusively identified as Common Good during
the year.

The report by the Acting Director of Service for Communities to Corporate Policy
and Strategy Committee on 4 August 2015 advised that there is a risk that some
properties are not identified as common good and are not included on the
Council's asset register for the Common Good.

The value of Common Good assets is determined in accordance with Code of
Practice on Local Authority Accounting in the United Kingdom 2014/15. The
property holdings of the Common Good are mainly held at historic cost as
Community or Heritage Assets and are not subject to revaluation. Only those
parts which may have the capacity to be used to generate income are subject to
revaluation.

As noted above, East Market Street garage was sold during 2014-15. Prior to its
sale the site was revalued to the level of the capital receipt and then written out
of the fixed assets.

The net value of the remaining Common Good property holdings was increased
by £132,174 due to net upward revaluations.

The properties held by the Council on behalf of the Common Good are managed
as part of the overall Council estate. The report on the Corporate Asset Strategy
2015-19 to Corporate Policy and Strategy Committee on 12 May 2015 advised
that performance indicators are to be established to measure improvement on
the condition of the property portfolio. Properties will be surveyed at least every
5 years and the indicators updated.

As Common Good properties are used operationally by Council services, any
development of and capital investment in Common Good properties forms part
of the Council’s capital investment programme. During 2014-15 the following
capital investment was undertaken on Common Good assets:

City Chambers (£1.334m) A number of improvements were undertaken at the
City Chambers complex during 2014-15 including replacements and upgrades to
boilers, lighting and other mechanical and engineering systems, repairs to the
roof, stonemasonry and windows, and major refurbishments to the business
centre and 249 High Street.
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Parks Drainage Works (£0.130m) — Drainage improvement works were
undertaken on the Meadows and Roseburn Park as part of a package of general
drainage improvements in the City’s parks.

Current Issues Affecting the Common Good in Edinburgh

Community Empowerment (Scotland) Bill

3.20 The report to Corporate Policy and Strategy Committee on 4 August 2015 by the
Acting Director of Services for Communities advised members of the obligations
which will be placed on the local authorities by the Bill, which was passed by the
Scottish Parliament on 19 June 2015, subject to Royal Assent. It places a
statutory duty on local authorities to establish and maintain a register of
properties held by them for the common good.

3.21 The report proposed a benchmark against which to test assets to determine
whether they should appear on the Common Good register and the Committee
sought further clarification to be reported back to a future meeting.

3.22 It was noted that there will be an additional staffing requirement and significant
cost to the Council in reviewing the full Council asset register against the
benchmarks and requested that an annual budget for this of £250,000 be
considered as part of the 2016/17 budget process.

Parliament Hall

3.23 The Corporate Policy and Strategy Committee on 24 February 2015 considered
an urgent motion by Councillor Burns on the registration of the title to the court
complex between Parliament Square and the Cowgate.

3.24 The Chief Internal Audit and Risk officer reported to Governance, Risk and Best
Value committee on 18 June 2015 on the circumstances of surrounding the
acquisition of legal title to the property by the Scottish Government. The report
was considered in private, in terms of Section 50(A)(4) of the Local Government
(Scotland) Act 1973. This report was referred to Finance and Resources
Committee on 27 August 2015 to consider any further legal action by the
Council.

3.25 A further report on the proposed action to secure the return of Parliament Hall to
Common Good ownership is being considered elsewhere on this agenda.

Custom House

3.26 The acquisition of Custom House was completed in April 2015.

3.27 Legal and survey costs totalling £29,314 were incurred during 2014/15. A
further £22,081 in professional fees, registration dues and Land and Buildings
Transaction Tax (LBTT) have been incurred to date in the current financial year,
in addition to the purchase price of £650,000.

3.28 Following its acquisition, the Finance and Resources Committee on 13 May
2015 approved the lease of Custom House to the Scottish Historic Building Trust
(SHBT) on a five year lease at £1 per annum, if asked. The SHBT assumes
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3.29

3.30

3.31

3.32

responsibility for internal repairs with the Council retaining responsibility for
external repairs.

SHBT are sourcing an estimated £10m external funding which is expected to be
required to fully restore the building. On the basis that SHBT is successful in
raising the capital required, at the end of the five year lease, or earlier if funding
is secured, SHBT will be granted a 99 year lease.

Princes Street Gardens — National Galleries of Scotland Proposed Extension

The Acting Director of Services for Communities’ report to Finance and
Resources Committee on 3 February 2015 advised Members of a request by the
National Galleries of Scotland (NGS) to purchase a strip of land which forms part
of Princes Street Gardens.

The report advised that since the land is inalienable Common Good and also
protected by the City of Edinburgh District Council Order Confirmation Act 1991,
that a disposal would require a variation to the Act and may also require a
separate application to the Court of Session.

The NGS has agreed to pay all costs associated with obtaining the necessary
consents.

Measures of success

4.1

Through the Council’s Financial Statements, the Common Good account
receives an unqualified audit certificate from the External Auditor by 30
September 2015.

Financial impact

5.1

The surplus generated in the Common Good Revenue Account resulted from
the proceeds of the sale of land at Bishop’s Close. The underlying outturn was a
deficit of £2,365 as the cost of managing the fund exceeds the interest earned
on its investments.

Risk, policy, compliance and governance impact

6.1

6.2

6.3

A review to determine whether a property should be considered Common Good
is undertaken if it is identified for disposal or if a significant change of use is
proposed.

This recommended approach was accepted by the Council’s Finance and
Resources Committee on 17 June 2008.

There is a risk that some properties are not identified as Common Good and are
incorrectly included on the Council’s asset register. The Common Good asset
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register could therefore be incomplete and that the balance sheet value of fixed
assets understated. This would not comply with accounting standards. Audit
Scotland is aware of the Council’s approach.

6.4  The risk that Common Good property could be unlawfully disposed of or
appropriated is managed within the review processes currently in place.

Equalities impact

7.1  There is no direct relevance of the report’s contents to equalities related issues
However, the statutory obligation placed on the Council for the management of
Common Good property is for the benefit of all of the City’s inhabitants.

Sustainability impact

8.1 There is no direct relevance of the report’s contents to sustainability related
issues.

Consultation and engagement

9.1 The Council’s financial statements, including the Common Good, will be made
available for public inspection in July / August in accordance with the provisions
of Part VII of the Local Government (Scotland) Act 1973 and the Local Authority
Accounts (Scotland) Regulations 1985.

Background reading/external references

"Revenue monitoring 2014-15 - Qutturn report" - report to the Finance and Resources
Committee 27 Auqust 2015.

"Common Good Assets Register" - report to Corporate Policy and Strateqy Committee
4 August 2015

"Proposed Lease of Custom House Commercial Street Leith" - report to Finance and
Resources Committee 13 May 2015

"Corporate Asset Strategy 2015-19" - report to Corporate Policy and Strateqy
Committee 12 May 2015

"Princes Street Gardens - National Galleries of Scotland Proposed Extension" - report
to Finance and Resources Committee 3 February 2015

Alastair D Maclean
Chief Operating Officer

Depute Chief Executive

Finance and Resources Committee- 24 September 2015 Page 7


http://www.edinburgh.gov.uk/download/meetings/id/47990/item_74_-_revenue_monitoring_201415_-_outturn_report
http://www.edinburgh.gov.uk/download/meetings/id/47990/item_74_-_revenue_monitoring_201415_-_outturn_report
http://www.edinburgh.gov.uk/download/meetings/id/47741/item_76_-_common_good_assets_register
http://www.edinburgh.gov.uk/download/meetings/id/47741/item_76_-_common_good_assets_register
http://www.edinburgh.gov.uk/download/meetings/id/46996/item_717_-_proposed_lease_of_custom_house_commercial_street_leith
http://www.edinburgh.gov.uk/download/meetings/id/46996/item_717_-_proposed_lease_of_custom_house_commercial_street_leith
http://www.edinburgh.gov.uk/download/meetings/id/46966/item_710_-_corporate_asset_strategy_2015-19
http://www.edinburgh.gov.uk/download/meetings/id/46966/item_710_-_corporate_asset_strategy_2015-19
http://www.edinburgh.gov.uk/download/meetings/id/46030/item_84_-_princes_street_gardens_-_national_galleries_of_scotland_proposed_extension
http://www.edinburgh.gov.uk/download/meetings/id/46030/item_84_-_princes_street_gardens_-_national_galleries_of_scotland_proposed_extension

Contact: Denise Pryde, Senior Accountant

E-mail: denise.pryde@edinburgh.gov.uk | Tel: 0131 469 3195
Links

Coalition pledges P30 — Continue to maintain a sound financial position including
long-term financial planning
P31 — Maintain our City’s reputation as the cultural capital of the
world by continuing to support and invest in our cultural
infrastructure

Council outcomes CO19 — Attractive Places and Well Maintained — Edinburgh
remains an attractive city through the development of high
quality buildings and places and the delivery of high standards
and maintenance of infrastructure and public realm

Single Outcome S02 — Edinburgh’s citizens experience improved health and
Agreement wellbeing, with reduced inequalities in health

1. Unaudited Common Good Fund financial statements
Appendices 2014/15

2. List of Common Good assets as at 31 March 2015
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02/09/2015

2013/14
£

75,528
0

39,060
33,036
1,703,823
490,372
4,924
50,939
48,274
99,663
8,655
30,176
25,782
875,572

0

14

3,485,818

19,711

3,505,528

3,540,821

-35,293

-35,293

0

-35,293

35,293
0

35,293

COMMON GOOD FUND
REVENUE ACCOUNT

Expenditure

Property Costs
Bruntsfield Links

Burns Monument

Calton Hill / Calton Road
Canongate Tolbooth
City Chambers

City Observatory

East Market Street Garage
Inch Park

Lady Stairs House
Meadows

Nelsons Monument
Portobello Park
Roseburn Park

Princes Street Gardens (including Ross Theatre and Scott Monument)

South Queensferry Harbour
Other Incidentals

Other
Custom House Acquisition costs
Central Support Costs

Income

931,659 Rents
9,500 Other Fees & Charges
38,000 Proceeds from sale of Fixed Assets
0 Proceeds from redemption of Investment Bonds
8,424 Investment Income

2,553,238 Recharge to City of Edinburgh Council for Use of Assets

0 Transferred from Fit for Future Earmarked Reserve
0 Transfer from Disabled Access Grants Reserve

(Surplus) / Deficit for Year

STATEMENT OF MOVEMENT ON THE COMMON GOOD FUND

1,273,060
0
1,217,951
1,400
9,701

2,502,112

2,723,062

0
0

Deficit / (Surplus) for the Year on the Common Good Income and Expenditure Account

Net Additional Amount required by Statute on Non-Statutory Proper Practices
to be credited to the Common Good Balance for the Year

Whereof:
Added to (Transferred from) Common Good Fund
Transferred to Fit for Future Earmarked Reserve

2014/15
£

80,471
0
45,477
38,063
2,725,893
203,901
54
52,630
30,269
251,154
11,892
12,946
30,695
514,164
0

14

3,997,623

29,315
12,773

4,039,711

5,225,174

-1,185,463

£
-1,185,463

0

-1,185,463

3,880
1,181,583

1,185,463



02/09/2015

23,823,741

0
0

23,823,741

104,340

1,740

1,628,427

31st March 2013

23,823,741

708
182,741
0
31,525

1,414,161

1,629,135

-708

25,558,248

23,928,080
-20,678
0

23,907,402

1,650,477

369

0

25,558,248

0

1,615,184
35,293

0
0
0

COMMON GOOD FUND

BALANCE SHEET

Operational Assets
Other Land and Buildings
Community Assets

Non-Operational Assets
Surplus Assets Held for Disposal
Deferred Charges

Heritage Assets

Investments (at cost)
Current Assets
Debtors
Short Term Investments
Provision for Bad Debts
Balance with Loans Fund
Cash and Cash Equivalents

Less: Current Liabilities
Creditors
NET ASSETS

Represented by :
Revaluation Reserve
Capital Adjustment Account
Disposals/Revaluations

Common Good Fund
Fund at start of year
Surplus for year /Deficit

Unrealised Gains on Investments

Fit for Future Earmarked Fund
Balance at start of year
Surplus for year /Deficit
Transferred to Revenue Account

31st March 2014

0

21,757,296

21,757,296

0
0

21,757,296

1,993
2,756,061
0

57,829

0
2,815,883

-1,993

102,960

340

2,813,890

24,674,486

21,860,256
-21,710
0

© 21,838,546

1,650,477
3,880

0
1,181,583
0

1,654,357

1,181,583

24,674,486



02/09/2015

Community
Assets
£

Balance as at 1 April 2014 23,823,741
Restated
Revaluations increases/ (decreases)
recognised in the Revaluation Reserve -883,494
Revaluation decreases recognised in the deficit

on the Provision of Services 0
Depreciation in Year 0
Depreciation w/o to the deficit on the

Provision of Services 0
Derecognition - disposals -1,182,951
Balance as at 31 March 2015 21,757,296

(B) Information on Assets Held:-

COMMON GOOD FUND

Land and
Buildings
£

The Fixed Assets owned by the Common Good Fund include the

following approximate numbers as at 31st March 2015

Community Assets -

Monuments and Other Activities 20

Parks and Open Spaces 31
Non Operational Assets

Shops, Industrial Units and other

commercial lettings 17
(Note - the assets list at Appendix 2 may group the above)
(C) Revaluation Reserve £
Balance brought forward as at 1 April 2014 -23,928,080
Restated - Capital Adjustment Account to Revaluation Reser 0
Revaluation of Assets
Upward revaluation of assets -411,724
Downward revaluation of assets 1,296,597

884,873

Derecognition - disposals 1,182,951
Balance as at 31 March 2015 -21,860,256

Surplus Assets Heritage
Held for Disposal Total Assets
£ £ £

0 23,823,741 104,340

0 0

-883,494 -1,380

0 0 0

0 0 0

0 0 0

-1,182,951 0

0 21,757,296 102,960

(D) Capital Adjustment Account

Balance brought forward as at 1 April 2014

Restated - Accumulated Depreciation

Restated - Capital Adjustment Account to Revaluation Reserve
Net written out of cost non-current assets consumed in year
Revaluation Losses on Property, Plant and Equipment
Adjusting Amounts w/o of Revaluation Reserve

Other Movements

Balance as at 31 March 2015

20,678

20,678

1,032

21,710



APPENDIX 2
COMMON GOOD
REGISTER OF ASSETS (for Accounting Purposes)
Asset Name

Bruntsfield Links

Calton Hill

City Chambers Complex

City Observatory

East Market St Garage

Grassmarket - MARTYR'S CROSS MONUMENT
Inch Park

Lady Stair's House

Meadows

Meadows - NELSON PILLARS

Meadows - SUNDIAL WEST

Memorials - High Street

Peoples Story Museum

Portobello Park

Princes St Gardens (East)

Princes St Gardens (West)

PSG - WALTER SCOTT MONUMENT -HISTORIC BUILDING
PSG - ADAM BLACK STATUE

PSG - ALLAN RAMSAY STATUE

PSG - BURNS MONUMENT

PSG - DAVID LIVINGSTON STATUE

PSG - DEAN RAMSAY MEMORIAL CROSS
PSG - FLORAL CLOCK

PSG - GENIUS OF ARCHITECTURE STATUE
PSG - ROBERT LOUIS STEVENSON MEMORIAL GROVE
PSG - Ross Bandstand

PSG - ROSS FOUNTAIN

PSG - ROYAL SCOTS GREYS MONUMENT
PSG - ROYAL SCOTS MONUMENT

PSG - SCOTTISH AMERICAN WAR MEMORIAL
PSG - SIR JAMES Y SIMPSON STATUE

PSG (W) - MEMORIAL STONE

PSG -NORWEGIAN MEMORIAL STONE
PSG -ST MARGARET'S WELL

PSG -THOMAS GUTHRIE STATUE
Roseburn Park

S Queensferry Harbour

Scotland Street Lane

Scott Monument

Session House, Dalmeny

Session Lands, Dalmeny

St James Place

Note - PSG is used an abbreviation for Princes Street Gardens



Finance and Resources Committee

10.00am, Thursday 24 September 2015

City of Edinburgh Council — Report to those
Charged with Governance on the 2014/15 Audit -
referral report from the Governance, Risk and
Best Value Committee

ltem number 7.9
Report number
Wards All

Executive summary

The Governance, Risk and Best Value Committee on 23 September 2015 will consider
a report on the principal findings arising from the Council’'s 2014/15 external audit. It is
anticipated the report, subject to any amendments and/or additions to the
recommendations, will be referred to the Finance and Resources Committee for
approval of the annual audit and will subsequently be referred to the City of Edinburgh
Council for approval to set aside the £0.162 million increase in the in-year underspend
within the Council’s Priorities Fund. Any amendments and/or additions to the
recommendations will be reported verbally at Committee.

Links

Coalition pledges  See attached report
Council outcomes See attached report

Single Outcome See attached report
Agreement
Appendices See attached report

*€EDINBVRGH

THE CITY OF EDINBURGH COUNCIL



9062247
7.9


Terms of Referral

The City of Edinburgh Council — Report to those
Charged with Governance on the 2014/15 Audit

Terms of referral

1.1 The review of all matters related to external audit forms part of the remit of the
Governance, Risk and Best Value Committee and is an important aspect of the
overall governance arrangements of the Council. The External Auditor will be
attending the Governance, Risk and Best Value Committee on Wednesday 23
September 2015 to provide an overview of the accompanying report and to
respond to specific queries members might have on its contents,

1.2 Given the Governance, Risk and Best Value Committee’s scrutiny function,
however, approval of the annual accounts requires referral to the Finance and
Resources Committee meeting taking place on 24 September 2014. The
external auditor will also attend the Finance and Resources Committee meeting.

1.3 The Governance, Risk and Best Value Committee will be asked to:

1.3.1 Note that, following the audit process, an unqualified audit opinion has
been issued on the Council’s Annual Accounts for 2014/15.

1.3.2 Refer the Annual Accounts for 2014/15 to the Finance and Resources
Committee for approval and thereon to Council to set aside the £0.162
million increase in the in-year underspend within the Council Priorities
Fund.

1.3.3 Note that, following approval, the Annual Accounts for 2014/15 will be
submitted to the External Auditor.

1.3.4 Note the extent of progress made in addressing the improvement actions
contained within the previous Best Value report issued in December 2014
and that delivery of the remaining actions set out in the action plan in
Appendix IV will be reported to the Committee during the year.

For Decision/Action

2.1 The Governance, Risk and Best Value Committee, subject to any amendments
and/or additions to the recommendations, has been invited to refer the report to
the Finance and Resources Committee for approval of the Annual Accounts. It
is expected the report will subsequently be referred to the City of Edinburgh
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Council for approval to set aside the £0.162 million increase in the in-year
underspend within the Council’s Priorities Fund.

Background reading / external references

City of Edinburgh Council — Report to those Charged with Governance on the 2014/15
Audit

Carol Campbell

Head of Legal, Risk and Compliance
Contact: Veronica MacMillan, Committee Clerk

E-mail:_veronica.macmillan@edinburgh.gov.uk | Tel: 0131 529 4283

Links

Coalition pledges  See attached report
Council outcomes See attached report

Single Outcome See attached report
Agreement
Appendices See attached report
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Governance, Risk and Best Value Committee

10am, Wednesday, 23 September 2015

The City of Edinburgh Council —report to those
charged with governance on the 2014/15 audit

Item number

Report number
Executive/routine
Wards

Executive summary

The report summarises the principal findings arising from the Council’'s 2014/15
external audit. While primarily focused on the review of the financial statements, the
audit’s scope included wider consideration of the Council’s financial position,
governance structures, use of resources and arrangements for securing best value.

An unqualified audit opinion has been issued on the financial statements for the
Council but the report notes the failure of one of the Council’s Significant Trading
Operations (STOs) to break even over a rolling three-year period.

The report further concludes that the Council’s financial management arrangements
are broadly satisfactory, with actions identified to strengthen control arrangements in
areas of particular pressure and plans developed to support medium- to longer-term
financial sustainability. The Council is assessed to have effective governance
arrangements in place, including its systems of internal control and internal audit and
fraud prevention functions.

The report furthermore comments favourably on the extent of progress made in respect
of the action points raised in the Best Value report of December 2014, as well as on the
Council’s performance and public reporting framework.



The City of Edinburgh Council —report to those
charged with governance on the 2014/15 audit

Recommendations

1.1

Members of the Governance, Risk and Best Value Committee are asked to:

1.1.1 note that, following the audit process, an unqualified audit opinion has been

issued on the Council’s Annual Accounts for 2014/15;

1.1.2 refer the Annual Accounts for 2014/15 to the Finance and Resources

Committee for approval and thereon to Council to set aside the £0.162m
increase in the in-year underspend within the Council Priorities Fund;

1.1.3 note that, following approval, the Annual Accounts for 2014/15 will be

submitted to the External Auditor;

1.1.4 note the extent of progress made in addressing the improvement actions

contained within the previous Best Value report issued in December 2014
and that delivery of the remaining actions set out in the action plan in
Appendix IV will be reported to the Committee during the year.

Background

2.1

2.2

The Council submitted its unaudited Annual Accounts to the external auditor on
26 June.

The review of all matters relating to external audit forms part of the remit of the
Governance, Risk and Best Value Committee and is an important aspect of the
overall governance arrangements of the Council. The External Auditor will
attend the Governance, Risk and Best Value Committee meeting to provide an
overview of the accompanying report and respond to specific queries members
may have on its content. Given the Committee’s scrutiny function, however,
approval of the annual accounts will be secured by onward referral to the
Finance and Resources Committee meeting taking place on 24 September. The
external auditor will also attend the Finance and Resources Committee meeting.

Governance, Risk and Best Value — 23 September 2015
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Main report

3.1

3.2

3.3

3.4

3.5

3.6

3.7

As in previous years, the External Auditor’s report on the annual audit contains
four sections:

e Financial statements;

e Financial management and sustainability;
e Governance and transparency; and

e Best Value

The key messages from the audit are presented on pages 4 and 5 of the report
(included as Appendix 1), with a number of action points for the Council to
address in the coming months also noted. These, together with the responses
provided by the Council, are shown on pages 44 to 48.

Financial Statements (pages 7 to 13)

Audit Scotland has provided, by means of a letter issued in accordance with the
requirements of ISA260 (Appendix 2), an unqualified opinion on the financial
statements, albeit it has been noted that one Significant Trading Operation,
Edinburgh Catering Services — Other Catering, failed to meet the statutory
requirement to break even over a rolling three-year period. The in-year deficit for
2014/15 was £66,000, with a cumulative three-year deficit of £94,000, reflecting
the impact of a downturn across both in-house catering and external hospitality.

In addition to having implemented a reduction in opening hours and menu
rationalisation, the catering service forms part of the Property and Asset
Management Strategy (PAMS) workstream, proposals for which will be reported
to the Finance and Resources Committee on 24 September 2015.

The auditor’s report notes that no issues pertaining to the legality of the
Council’s financial transactions require to be brought to members’ attention. The
Council’s interest in a number of subsidiaries and associates has also been
appropriately reflected in the wider group accounts. An unqualified audit opinion
has furthermore been issued on the Council’'s Charitable Trusts.

The report notes that a small number of presentational and other adjustments
have been incorporated in the audited statements, increasing the reported
surplus for the year from £0.519m to £0.681m. A reconciliation of this
movement is included as Appendix 3. Upon approval of the statements by the
Finance and Resources Committee, the report will then be referred to Council for
approval to set aside this additional sum within the Council Priorities Fund.

The report notes a number of significant issues which, in the view of the auditor,
require to be communicated to members of the Committee (included on pages
10 to 12). In each case, the matter in question has been discussed with Council
officers and corresponding actions agreed. None of the matters resulted in any
amendment to the accounts.

Governance, Risk and Best Value — 23 September 2015
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3.8

3.9

3.10

3.11

3.12

3.13

Financial management and sustainability (pages 14 to 23)

The report notes that current financial management arrangements are broadly
satisfactory, with most service areas containing expenditure within budgeted
levels in 2014/15. While a significant overspend was incurred in the Health and
Social Care service, the report acknowledges that the Council has taken action,
by means of commissioning an external review, to identify both the underlying
causes of the financial pressures and potential mitigating actions to address
them.

The report further concludes that financial governance arrangements are in
accordance with the principles of the CIPFA Statement on the Role of the Chief
Financial Officer in Local Government, with comprehensive and recently-
updated financial rules and regulations, effective scrutiny of budget management
by Committee and sound financial planning and monitoring arrangements all in
place. While acknowledging progress in the development of plans to address
the Council’s overall savings requirement, the report notes that, in common with
other councils, these will require the taking of further difficult decisions to
maintain financial sustainability going forward.

Governance and transparency (pages 24 to 31)

The report concludes that the Council has effective governance arrangements,
providing an appropriate framework for organisational decision-making.
Effective systems of internal control and satisfactory arrangements for the
prevention and detection of fraud and irregularities are also in place. The report
furthermore notes that procedures for maintaining standards of conduct and the
prevention and detection of corruption are effective.

The report comments favourably on the effectiveness of current decision-making
and scrutiny political arrangements. Progress in respect of the statutory repairs
service and tram project is also noted.

Best Value (pages 32 to 37)

The extent of progress made in respect of the recommendations contained
within the December 2014 Best Value follow-up is noted, with particular
emphasis on the development of plans to secure the Council’s longer-term
financial sustainability through integration of the transformation and service
prioritisation work programmes. In addition, the report notes the approval in
March 2015 of a workforce strategy, the significant savings anticipated to arise
from the recently-signed ICT contract and the favourable assessment of the
capability of its procurement function, all of which were highlighted as areas for
improvement in the previous report.

The report furthermore notes that the Council’'s performance management
arrangements work well, with significant progress made in the past year in the

Governance, Risk and Best Value — 23 September 2015
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range and quality of its public performance reporting. The Council’s active
scrutiny of Audit Scotland’s national performance reports is also highlighted.

Measures of success

4.1  The Council receives an unqualified audit certificate from the external auditor by
30 September 2015.

4.2  Actions are undertaken to address the actions within the action plan in
accordance with the timescales indicated.

Financial impact

5.1 There is no direct additional impact arising from the report’s contents, although
the effectiveness of the Council’s current financial management and planning
arrangements is noted.

5.2  As aresult of the audit process, the Council’s reported surplus for the year
increased by £0.162m. Council approval will be sought to set aside this sum
within the Council Priorities Fund, which forms part of the overall General Fund.

5.3 The General Fund stood at £117.476m at 31 March 2015, comprising
£104.452m earmarked for specific purposes and £13.024m as an unallocated
General Fund balance against the likelihood of unfunded risks crystallising.

Risk, policy, compliance and governance impact

6.1 The Committee’s remit includes the review of all matters relating to external
audit, including reports and action plans to monitor implementation of external
audit recommendations.

Equalities impact

7.1 No full ERIA is required.

Sustainability impact

8.1 There are no impacts on carbon, adaptation to climate change and sustainable
development arising directly from this report.

Consultation and engagement

9.1 The financial statements were made available for public inspection in July for a
period of 15 working days in accordance with the provisions of Part VIl of the
Local Government (Scotland) Act 1973 and the Local Authority Accounts
(Scotland) Regulations 2014. The Council received no requests for further
information under these Regulations.

Governance, Risk and Best Value — 23 September 2015
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Background reading/external references

Unaudited Financial Statements 2014/15, City of Edinburgh Council, 25 June 2015

Alastair D Maclean
Deputy Chief Executive
Contact: Hugh Dunn, Head of Finance

E-mail: hugh.dunn@edinburgh.gov.uk | Tel: 0131 469 3150
Links

Coalition pledges P30 — Continue to maintain a sound financial position including
long-term financial planning

Council outcomes C0O25 — The Council has efficient and effective services that
deliver on agreed objectives

Single Outcome SO1 —Edinburgh’s economy delivers increased investment, jobs
Agreement and opportunities for all

SO2 - Edinburgh’s citizens experience improved health and
wellbeing, with reduced inequalities in health

SO3 - Edinburgh’s children and young people enjoy their
childhood and fulfil their potential

S04 — Edinburgh’s communities are safer and have improved
physical and social fabric

Appendices Appendix 1 - City of Edinburgh Council — Report to those
charged with governance on the 2014/15 Audit

Appendix 2 - ISA260 letter on 2014/15 Financial Statements
Appendix 3 - Audited 2014/15 Financial Statements
Appendix 4 - Reconciliation of movement in outturn position

Governance, Risk and Best Value — 23 September 2015
Page 6


http://www.edinburgh.gov.uk/download/meetings/id/47593/item_86_-_unaudited_financial_statements_2014-15
mailto:hugh.dunn@edinburgh.gov.uk

Appendix 1

6é-\u DIT SCOTLAND

City of Edinburgh
Council
Annual audit report to

Members and the
Controller of Audit

R | o B
- - mas A e
Ok _ ses K 2
>
September 2015

T
N
,\’ e
3
g
¥,
L
!
\
s
i
i
!



9034762
Text Box
Appendix 1


The Accounts Commission is a statutory body which appoints external auditors to Scottish local
government bodies. (www.audit-scotland.gov.uk/about/ac)

Audit Scotland is a statutory body which provides audit services to the Accounts Commission and
the Auditor General. (www.audit-scotland.gov.uk)

The Accounts Commission has appointed Dave McConnell as the external auditor of City of
Edinburgh Council for the period 2011/12 to 2015/16.

This report has been prepared for the use of City of Edinburgh Council and no responsibility to any
member or officer in their individual capacity or any third party is accepted.

This report will be published on our website after it has been considered by the council. The
information in this report may be used for the Accounts Commission’s annual overview report on
local authority audits published on its website and presented to the Local Government and
Regeneration Committee of the Scottish Parliament.

Key contacts

Dave McConnell, Assistant Director
dmcconnell@audit-scotland.gov.uk

Stephen O’Hagan, Senior Audit Manager
sohagan@audit-scotland.qgov.uk

Carol Foster, Senior Auditor
cfoster@audit-scotland.gov.uk

Audit Scotland

4™ Floor, The Athenaeum Building
8 Nelson Mandela Place

Glasgow

G2 1BT

Telephone: 0131 625 1500

Website: www.audit-scotland.gov.uk
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Key messages

Key messages

Audit of
financial
statements

Financial
management
and
sustainability

Governance

and
transparency
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Unqualified auditor's report on the 2014/15 financial statements.

Explanatory paragraph in the auditor’s report on the failure of Edinburgh Catering Services
(Other) to achieve its prescribed financial objective.

Unqualified auditor's report on the seven charitable trusts administered by the council.

The council’s financial management arrangements are broadly satisfactory, with actions
identified to strengthen control arrangements in particular areas of financial pressure.

The council has developed longer term financial plans to ensure it is sustainable currently and
in the foreseeable future.

Risks remain around key assumptions and delivery of savings associated with the financial
plans (107 million required by 2019/20), and identification of the savings required to bridge
the estimated funding gap.

The council has effective governance arrangements in place.
Systems of internal control operated effectively.
The council has an effective internal audit function and sound anti-fraud arrangements.

City of Edinburgh Council



Key messages

e The council has made good progress in addressing the issues raised in the Best Value report
of December 2014.

o Difficult choices will need to be made around matching future resources to priorities, in order
Best Value to achieve the level of required savings.

o A well established performance framework is in place, and public performance reporting
arrangements are clear and structured.

e Councils face rising demands for services and continued funding pressures alongside
managing major reforms in welfare and health and social care.

o Effective arrangements for Best Value will be essential for efficient use of available resources,
and strong governance and leadership will be needed for the successful delivery of the
council’s transformation programme.

City of Edinburgh Council Page 5



Introduction

Introduction

This report is a summary of our findings arising from the 2014/15
audit of City of Edinburgh Council (the council). The report is
divided into sections which reflect our public sector audit model.

The management of City of Edinburgh Council is responsible for:

e preparing financial statements which give a true and fair view

e implementing appropriate internal control systems

e putting in place proper arrangements for the conduct of its affairs

e ensuring that the financial position is soundly based.

Our responsibility, as the external auditor of City of Edinburgh
Council, is to undertake our audit in accordance with International
Standards on Auditing, the principles contained in the Code of Audit
Practice issued by Audit Scotland in May 2011 and the ethical
standards issued by the Auditing Practices Board.

An audit of financial statements is not designed to identify all
matters that may be relevant to those charged with governance. It is
the auditor's responsibility to form and express an opinion on the
financial statements; this does not relieve management of their
responsibility for the preparation of financial statements which give a
true and fair view.

A number of reports, both local and national, have been issued by
Audit Scotland during the course of the year. These reports,
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summarised at appendices Il and lll, include recommendations for
improvements.

Appendix IV is an action plan setting out our recommendations to
address the high level risks we have identified during the course of
the audit. Officers have considered the issues and agreed to take
the specific steps in the column headed "Management
action/response”. We recognise that not all risks can be eliminated
or even minimised. What is important is that City of Edinburgh
Council understands its risks and has arrangements in place to
manage these risks. The council and the corporate leadership
group should ensure that they are satisfied with proposed action
and have a mechanism in place to assess progress and monitor
outcomes.

We have included in this report only those matters that have come
to our attention as a result of our normal audit procedures;
consequently, our comments should not be regarded as a
comprehensive record of all deficiencies that may exist or
improvements that could be made.

The cooperation and assistance afforded to the audit team during
the course of the audit is gratefully acknowledged.

City of Edinburgh Council



Audit of the 2014/15 financial statements

Audit of the 2014/15 financial statements

e We have completed our audit and issued an unqualified independent auditor’s report.

Audit opinion e We have included an explanatory paragraph in the auditor’s report on the failure of Edinburgh
Catering Services (Other) to achieve its prescribed financial objective.

e The financial statements of City of Edinburgh Council, its group and the associated charitable
trusts have been prepared on the going concern basis. We are unaware of any events or
conditions that may cast significant doubt on the council, its group and associated charitable trusts
ability to continue as a going concern.

Going concern

e We review and report on other information published with the financial statements, including the
Other information management commentary, annual governance statement and the remuneration report. We have
nothing to report in respect of these statements.

e We have completed our audit of the 2014/15 financial statements of the charitable trusts
Charitable trusts administered by the council and issued an unqualified independent auditor’s report.

e The council has accounted for the financial results of two subsidiaries, four associates and two
Group accounts trusts in its group accounts for 2014/15. The overall effect of consolidating these balances on the
group balance sheet is to increase total reserves and net assets by £109 million.

¢ The council submitted a consolidation pack for audit by the deadline. This has been audited and
the certified return submitted to the Scottish Government.

Whole of government accounts

City of Edinburgh Council Page 7



Audit of the 2014/15 financial statements

Submission of financial statements for audit

9.

We received the unaudited financial statements on 26 June 2015, in
accordance with the agreed timetable. The working papers were of

a good standard and council staff provided good support to the audit
team which assisted the delivery of the audit to deadline.

Overview of the scope of the audit of the financial
statements

10.

1.

12.

Information on the integrity and objectivity of the appointed auditor
and audit staff, and the nature and scope of the audit, was outlined
in our Annual Audit Plan presented to the Governance, Risk and
Best Value Committee on 23 April 2015.

As part of the requirement to provide full and fair disclosure of
matters relating to our independence, we can confirm that we have
not undertaken non-audit related services. The 2014/15 agreed fee
for the audit was set out in the Annual Audit Plan and, as we did not
carry out any work additional to our planned audit activity, the fee
remains unchanged.

The concept of audit risk is of central importance to our audit
approach. During the planning stage of our audit we identified a
number of key audit risks which involved the highest level of
judgement and impact on the financial statements and consequently
had the greatest effect on the audit strategy, resources and effort.
We set out in our Annual Audit Plan the audit work we proposed to
undertake to secure appropriate levels of assurance. Appendix |
sets out the significant audit risks identified during the course of the
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13.

audit and how we addressed each risk in arriving at our opinion on
the financial statements.

Our audit involved obtaining evidence about the amounts and
disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from material
misstatement, whether caused by fraud or error.

The audit of charities financial statements

14.

15.

16.

The Charities Accounts (Scotland) Regulations 2006 (the 2006
Regulations) set out the accounting and auditing rules for Scottish
charities. These require a full audit of all registered charities
accounts where a local authority or some members are the sole
trustees.

The council has seven funds which were subject to the full charities
financial statements audit for 2014/15.

We have given an unqualified opinion on the 2014/15 financial
statements of the relevant charities registered by the council.

Group accounts

17.

18.

Local authorities are required to prepare group accounts in addition
to their own council’s accounts where they have a material interest
in other organisations.

City of Edinburgh Council has accounted for the financial results of
two subsidiaries, four associates and two trusts in its group
accounts for 2014/15. The overall effect of consolidating these

City of Edinburgh Council



balances on the group balance sheet is to increase total reserves
and net assets by £109 million.

Materiality

19.

20.

21.

Materiality can be defined as the maximum amount by which
auditors believe the financial statements could be misstated and still
not be expected to affect the decisions of users of financial
statements. A misstatement or omission, which would not normally
be regarded as material by amount, may be important for other
reasons (for example, an item contrary to law).

We consider materiality and its relationship with audit risk when
planning the nature, timing and extent of our audit and conducting
our audit programme. Specifically with regard to the financial
statements, we assess the materiality of uncorrected
misstatements, both individually and collectively.

We summarised our approach to materiality in our Annual Audit
Plan. Based on our knowledge and understanding of City of
Edinburgh Council we set our planning materiality for 2014/15 at
£17.2 million for the council and £18.7 million for the group (1% of
gross expenditure). We report all misstatements greater than
£100,000. Performance materiality was calculated at £9.5 million for
the council and £10.3 million for the group, to reduce to an
acceptable level the probability of uncorrected and undetected audit
differences exceeding our planning materiality levels.

City of Edinburgh Council

22.

Audit of the 2014/15 financial statements

On receipt of the financial statements and following completion of
audit testing we reviewed our materiality levels and concluded that
our original calculation remained appropriate.

Evaluation of misstatements

23.

24,

All misstatements identified during the audit, which exceeded our
misstatement threshold, have been amended in the financial
statements.

A number of minor presentational and monetary adjustments were
identified within the financial statements during the course of our
audit. These were discussed with relevant officers who agreed to
amend the unaudited financial statements. The effect of these
adjustments is to decrease the council and group total expenditure
by £0.163 million. Net assets as recorded in the balance sheet have
increased by £0.163 million.

Significant findings from the audit

25.

International Standard on Auditing 260 requires us to communicate
to you significant findings from the audit, including:

e The auditor’s views about significant qualitative aspects of the
entity’s accounting practices, including accounting policies,
accounting estimates and financial statement disclosures

e Significant difficulties encountered during the audit

e Significant matters arising from the audit that were discussed, or
subject to correspondence with management
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Audit of the 2014/15 financial statements

e Written representations requested by the auditor

e Other matters which in the auditor's professional judgment, are
significant to the oversight of the financial reporting process.

Significant findings from the audit

Issue

Housing Revenue Account rent accounting system

An unreconciled difference of £0.737 million was identified between
the rent debtors balance in financial ledger and the Northgate rent
accounting system. Rental income is posted to Northgate on a
fortnightly basis and the difference is the cumulative effect of
variations between the fortnightly postings to Northgate and the
postings to the ledger.

26. During the course of the audit we identified the following significant

issues that, in our view, require to be communicated to you.

Resolution

The financial statements currently reflect the rent debtors balance per the
financial ledger. As the variation is not material to the financial statements,
no adjustment has been made to the accounts. The council is continuing
to investigate the reasons for the variance in conjunction with its system
supplier and will make any necessary adjustments during the 2015/16
financial year. It is also reviewing its procedures for processing interfaces
between the rent accounting system and the ledger.

Accounts Receivable reconciliation

During testing of debtors, we identified that the accounts receivable
control account was not fully reconciled to the financial ledger at the
year end. A difference of £0.5 million exists between the ledger and
system balance. The system reports required for the reconciliation
were not produced at the same date as the ledger reports, and system
limitations on the accounts receivable system prevent the reports from
being produced retrospectively.

The financial statements currently reflect the accounts receivable debtors
balance per the financial ledger. As the variation is not material to the
financial statements, no adjustment has been made to the accounts. The
council will review and re-issue financial statements closedown
instructions for 2015/16 with an emphasis on the procedures and timing of
these system reports. Replacement of the current accounts receivable
system has been prioritised as part of the new ICT contract arrangements.

Page 10
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Issue

Statutory repairs - debtor

The financial statements contain a significant total debtor balance of
£21.1 million (2013/14 - £30.6 million) relating to statutory notices.
The reduction is mainly due to write-offs and amounts recovered from
debtors. In 2013/14 there was balance of £19.1 million relating to work
carried out but not yet billed. This element of the statutory repairs debt
was reduced to £6.7 million by the 2014/15 financial year-end and the
council has continued to make progress in addressing this debt at the
beginning of 2015/16.

The impairment provision for statutory repairs debt has been revised
during the year to reflect new information available to the council. This
includes levels of written-off debt, recovery rates and increased
assurance of recovery around cases that have been reviewed
externally. The provision for 2014/15 stands at £8.9 million (2013/14 -
£12.6 million) or 42% of the total which is comparable to the level set
in 2013/14 (41%).

Audit of the 2014/15 financial statements

Resolution

We reviewed the calculation of the level of provision and we considered
the council's approach to estimation to be reasonable. The council will
continue to refine the provision as further collection information is
gathered.

Significant Trading Organisation — achievement of statutory
requirement

The council’s trading activity (Edinburgh Catering Services — Other)
failed to achieve the statutory obligation to break even over a three
year period. The deficit for 2014/15 was £66,000, with a cumulative
three year deficit of £94,000.

The failure to achieve a statutory obligation has been reported as a failure
to achieve a prescribed financial objective in the Independent Auditor’s
Opinion. The council has put in place a number of measures address the
profitability of the service going forward, including reduced opening hours
and menu rationalisation In addition, the catering service has been
included within the scope of the Property and Asset Management strategy
which is currently being considered by the council.

City of Edinburgh Council
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Audit of the 2014/15 financial statements

Issue Resolution

Annual Governance Statement A meeting will be held with external auditors prior to March 2016 to

The financial statements include an annual governance statement, discuss expectations around the additional proposed narrative content of
which sets out the governance arrangements in place for the council | the statement, and potential for improvement. The outcome of these

and group, along with a review of effectiveness and issues identified discussions will be reflected in the preparation of the Annual Governance
through the process. The format of the governance statement Statement for 2015/16.

complies with the requirements of CIPFA’s Framework for delivering
good governance in local authorities. However, there is scope for
improving the review of effectiveness narrative by providing detail on
the key actions being taken in relation to identified issues.

Page 12 City of Edinburgh Council



Future accounting and auditing developments

Revisions to the Code of Practice

27.

28.

The financial statements of the council are prepared in
accordance with the Code of Practice on Local Authority
Accounting in the United Kingdom (the Code) which interprets
and adapts International Financial Reporting Standards (IFRS)
to the local authority context. The following paragraphs set out
the most significant changes to accounting requirements
introduced by the 2015/16 Code.

(IFRS) 13 Fair value measurement: Although the
measurement requirements for operational property, plant and
equipment will not change, enhanced valuation disclosures will
be required. However, the 2015/16 Code requires surplus
assets to be measured at fair value in accordance with IFRS
13. The council will need to make the necessary preparations
to ensure that the new requirements are addressed for the
2015/16 financial statements.

City of Edinburgh Council

29.

Audit of the 2014/15 financial statements

Transport infrastructure assets: The council’s highway
assets are currently carried within infrastructure assets in the
balance sheet at depreciated historic cost. The 2016/17 Code
will require highways to be measured, for the first time, on a
depreciated replacement cost basis. This is a major change in
the valuation basis for highways and will require the availability
of complete and accurate management information on highway
assets.

Health and Social Care Integration

30.

From 1 April 2016 Integration Joint Boards (1JBs) will be
accountable for the provision of health and social care. 1JBs
will be required to produce financial statements in compliance
with the Code and the Accounts Commission will appoint
auditors to audit the financial statements. Paragraph 112 of this
report provides further detail on the arrangements for
Edinburgh Integration Joint Board.
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Financial management and sustainability

Financial management and sustainability

Net service budgeted
expenditure £850.1m

Service Outturn
£855.6m

Service Budget
Overspend £5.5m

Page 14

Original planned capital
expenditure £184.9m

Outturn Capital
spend £188.1m

Additional capital
spend £3.2m

Usable reserves

Outturn usable
reserves £192.4m

Increase in usable
reserves £19.3m

Savings target £38.6m

Original budgeted
savings achieved
£27.8m

Use of Council

Priorities Fund
£4.75m

Additional savings
from other areas
£7.85m

City of Edinburgh Council



Financial management

31.

32.

In this section we comment on the council’s financial outcomes and
assess the council’s financial management arrangements.

The council sets an annual budget to meet its service and other
commitments for the forthcoming financial year. The setting of the
annual budget impacts directly on residents as it determines council
tax and other fees and charges. Regular monitoring of expenditure
and income against agreed budgets is central to effective financial
management.

Financial outcomes

33.

34.

35.

Overall the council reported a net underspend of £0.681 million
against budget. The outturn of most general fund services is broadly
satisfactory, with four service areas delivered within approved
budgets. However the Health and Social Care service was
overspent by £5.878 million against budget.

The Health and Social Care overspend was a result of demand led
pressures within the service. A drawdown of £4.75 million was made
against the Council Priorities Fund to address this, with the balance
of savings coming from other corporate savings and underspends in
the year.

The council commissioned an external review to identify the main
reasons for this service overspend, and assist in developing
enhanced controls and additional savings plans for the current
financial year. As of August 2014 unfunded pressures of £16.5

City of Edinburgh Council

36.

Financial management and sustainability

million had been identified for 2015/16, with a range of service and
corporate savings plans put in place to address these. The council
reported in August 2015 that some of the Health and Social Care
service savings plans were not on target to be achieved.
Consequently further corporate savings proposals of £4.8 million
have been developed which, subject to approval by council, leave a
residual overspend of £1.4 million to be dealt with by the service
over the remainder of the financial year.

Recommendation 1

The council is required by legislation to maintain a separate housing
revenue account and to ensure that rents are set to at least cover
the costs of its social housing provision. Rent levels are therefore a
direct consequence of the budget set for the year. After making an
in-year voluntary debt repayment of £6.1 million, the HRA surplus of
£2.5 million for the year was transferred to the Repairs and
Renewals Fund. This will be used to fund future capital investment
in new homes.

Financial management arrangements

37.

As auditors, we need to consider whether councils have established
adequate financial management arrangements. We do this by
considering a number of factors, including whether:

e the proper officer has sufficient status within the council to be
able to deliver good financial management

e financial regulations are comprehensive, current and promoted
within the council
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Financial management and sustainability

38.

39.

40.

41.

e reports monitoring performance against budgets are accurate
and provided regularly to budget holders

e monitoring reports do not just contain financial data but are

linked to information about performance 42.

e members provide a good level of challenge and question budget
holders on significant variances.

We assessed the role and status of the proper officer against
CIPFA’s “Statement on the role of the Chief Financial Officer in
Local Government” and concluded that the council complies with the
statement’s five principles.

A review of the council’s Financial Services function was completed
in July 2014. In addition to contributing to the service’s overall
budget savings requirement, the resulting staffing and other
changes are intended to support wider transformation within the
council with increased emphasis on the provision of management
information.

44.

We reviewed the council’s financial regulations, which were updated
in April 2015, and concluded that they are comprehensive and
current. The council’s financial regulations are available on the
council’s website.

Financial monitoring reports, both revenue and capital, are
submitted to the Finance and Resources Committee and other
executive committees on a quarterly basis. The Governance, Risk
and Best Value Committee also consider financial monitoring
reports as part of their scrutiny arrangements. Reports to committee

45.
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focus on high level monitoring of variances and mitigating actions,
and are underpinned by more detailed reporting at Corporate
Leadership Group and Senior Management Team level.

Previous Best Value reports highlighted scope for improving the
summary reporting of the council’s financial position and progress
against savings plans. As part of its revised governance
arrangements around the transformation programme, the council
has consolidated the service prioritisation and transformation
programme saving plans into one single plan. Progress against this
plan is now reported to the Finance and Resources Committee bi-
monthly.

We attend a number of council and committee meetings each year.
Members provide a good level of challenge and question budget
holders on significant variances and service performance issues.

Conclusion on financial management

We have concluded that the council’s financial management
arrangements are broadly satisfactory, with actions identified to
strengthen control arrangements in particular areas of financial
pressures.

Financial sustainability

The council delivers a broad range of services, both statutory and
discretionary, to its communities. Financial sustainability means
that the council has the capacity to meet the current and future
needs of its communities.

City of Edinburgh Council



Financial management and sustainability

46. In assessing financial sustainability we are concerned with whether: 48. The general fund reserve has no restrictions on its use. The
principal purpose of holding a general fund reserve is to provide a
contingency fund to meet unexpected events and as a working

balance to help cushion the impact of uneven cash flows.

e there is an adequate level of reserves

e spending is being balanced with income in the short term

e long term financial pressures are understood and planned for

49. The general fund balance includes £13 million of unallocated
reserves, which equates to 1.36% of the council’s annual budgeted
net expenditure. The balance of £104 million has been earmarked
for specific purposes, including:

e investment in services and assets is effective.

Effective long-term financial planning, asset management and
workforce planning are crucial to sustainability.

e Specific investment - £13.9 million
Reserves

e Contingency and workforce management - £17.9 million
47. The overall level of usable reserves held by the council at 31 March

2015 was £192.5 million, an increase of £19.5 million compared to
the previous year (see exhibit 1).

¢ Dilapidations - £8.8 million
e Insurance fund - £12.6 million

e Council tax discount fund - £18.6 million

Source: City of Edinburgh Council 2014/15 financial statements

City of Edinburgh Council

Exhibit 1: Usable reserves e IT transformation - £3.5 million

Description 31 Mar 2014 (Em) 31 Mar 2015 (£m) e Spend to save initiatives - £4.0 million.
Renewal & repairs fund 21.9 34.8 50. The council approved its 2015/16 budget in February 2015. The
Capital grants unapplied 2.0 4.3 2015/16 budget was set at £949 million and assumes net savings of

] £22 million to reach a balanced position. The council’s long term
Capital fund 25.8 35.9 . : . :

financial strategy and plan presented to committee in June 2015 set

Total usable reserves 173.0 192.5 out the high level spending plans and savings requirements over a

five year period. Cumulative net savings of £107 million are required
by financial year 2019/20 to address the estimated funding gap (see
exhibit 2).
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Exhibit 2: 2015/16 — 2019/20 estimated savings requirement

2015/16 2016/17 2017/18 2018/19 2019/20

£m £m £m £m £m
Planned 949 976 997| 1,020 1,046
expenditure
Total income (927)]  (923)|  (930)]  (933)]  (939)
Cumulative 22 53 67 87 107
net saving
required
Savings (22) (33) (48) (53) (56)
identified
Cumulative 0 20 19 34 51
funding gap

Source: City of Edinburgh Council - Revenue Budget Framework 2016-2020,
Financial Strategy 2016-2020

51. The financial projections included in the long term plan are based on
a number of key assumptions, including:

e a 3% annual increase in council tax levels from 2017/18

e Scottish Government revenue grant funding reduction of 0.5%
per annum over the period from 2016/17 to 2018/19

e annual inflationary assumptions of 2% for long-term contracts
and 1.5% for wage awards from 2017/18
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52.

53.

e demography continues to be provided based upon existing
baseline data.

The council has identified a number of potential savings as part of
their transformation programme, but a funding gap still exists, with a
£20 million gap in 2016/17. Service prioritisation options are
currently being developed for an additional £34 million of savings
that could be implemented from April 2016. This will provide some
flexibility and choice as part of the 2016/17 budget consultation
process.

The progress made by the council in addressing the financial gap is
encouraging, however a number of challenges remain. In addition to
risk around the financial assumptions built into the long term budget,
and the deliverability of the savings plans, the council is facing
further financial pressures in 2015/16 around Health and Social
Care spending and estates maintenance and rationalisation which
are likely to increase the existing funding gap.

Recommendation 2

Council transformation programme

54.

The council is implementing a transformation programme aimed at
building a lean and agile organisation with a focus on individuals
and communities. Four core projects around citizens and
neighbourhoods, business and support services, channel shift and
asset management have been developed and are supported by a
number of cross-cutting workstreams. Outline business cases were
developed in January 2015 to support the identified savings figures

City of Edinburgh Council



55.

set out in exhibit 2. Estimated annual savings to be delivered
through the programme over the next 5 years include:

e £6 million through the new procured ICT contract
e £5.3 million as a result of channel shift

o £9.1 million from the implementation of an integrated business
and support services model

e £20 million from implementation of a locality based service
delivery model.

A key workstream across the programme is organisational
restructuring, with the council implementing a revised locality based
structure, focused on front line service delivery. The outline
business case presented in January 2015 anticipated a move to this
structure would reduce full time equivalent (FTE) staff numbers by
over 1,200, with a significant number of these arising from
management de-layering. Following review of the programme
progress to date, the council intends to accelerate the pace of the
core programme around this workstream in order to minimise
uncertainty and realise benefits earlier than planned.

Capital programme 2014/15

56.

The council approved its capital programme for 2014/15 in February
2014. Actual spend on the general services capital programme
(excluding trams) amounted to £150.8 million, against a planned
spend of £141.7 million. Spend on the housing capital programme
amounted to £37.3 million against a budget of £45.7 million.

City of Edinburgh Council

57.

58.

Financial management and sustainability

The general services expenditure was concentrated on school build,
refurbishment and repair, roads and infrastructure work including
trams, and developing social housing through the housing
development fund. The housing programme focused mainly on
investing in new council homes and enhancing existing assets.

There was some slippage within certain projects in the general
services programme, most notably £2.6 million on the Boroughmuir
High School replacement, however this was offset by accelerated
spend on asset management works across the council estate. The
housing programme has slipped for two main reasons. The
workload of individual contractors was controlled during the year to
maintain contract performance in relation to customer complaints. In
addition, the council introduced a Housing Asset Management
framework contract in the summer of 2015, and some major works
scheduled in the programme were held back to 2015/16 so they
could be packaged into the framework contract.

Asset Management

59.

60.

The council’s transformation programme will have significant
implications for the council’s estate as it moves to a locality based
delivery model. An asset management strategy workstream is
underway, looking to provide a fit for purpose estate and sustainable
delivery organisation.

The council approved a revised corporate asset strategy in May
2015. The strategy sets out the council’s vision for its property
estate and provides a framework for identifying the investment
needs in relation to the condition of the estate and service priorities.
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61.

Current financial projections indicate that property expenditure is
likely to exceed the council’s affordability baseline by £124 million
over the next 10 years unless substantial steps are taken to
reconfigure the estate and its management. A business case on this
workstream is due to be presented to committee in September
2015.

Recommendation 3

Workforce Management

62.

63.

64.

Effective workforce management is essential to ensure that the
council maximises the effectiveness of its employees, particularly
through a period of change. A workforce strategy is key to setting
out how the council will ensure it has appropriately skilled people in
place to deliver its services. Previous Best Value reports have
commented on the lack of workforce strategy in the council.

Following the establishment of the council’s transformation
programme, a workforce strategy was developed to support the
future organisational structure and service delivery arrangements.
The strategy focuses on three core areas:

e a skilled and flexible workforce

e talent and succession planning

e inclusive leadership.

The council has developed a high level workforce implementation
plan which, along with a range of employee engagement

approaches, it will follow and monitor with the aim of embedding the
workforce strategy and achieving workforce related savings.
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Treasury Management

65.

66.

67.

At 31 March 2015 long term borrowing stood at £1,361 million, a
decrease of £43 million on the 2014 borrowing level of £1,404
million. During the same period, short term borrowing increased
from £58 million to £79 million.

This external borrowing position is in line with the council’'s Treasury
Management Strategy for 2014/15, which was to make use of
internally generated funds before using long term borrowing
facilities. The only external long-term borrowing in the year was an
interest free loan of £2 million specifically for energy efficiency street
lighting projects.

Analysing long term borrowing as a proportion of net revenue
stream gives an indication of the relative indebtedness of the
council. Exhibit 3 shows long term borrowing as at 31 March 2015
as a percentage of net revenue stream (including HRA income) for
the year for all mainland councils in Scotland.

City of Edinburgh Council



Exhibit 3: Scottish councils’ long term borrowing as a percentage
of net revenue streams

Percentage
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Source: Scottish councils’ unaudited accounts 2014/15 (excluding Orkney and
Shetland Island councils)

68.

The council has appeared at the top end of the range relative to
other Scottish councils for a number of years as a result of
borrowings made in relation to a number of significant capital
projects in recent years: the completion of the trams project, the
purchase of Waverley Court, the acquisition of the assets of EDI
and Waterfront Edinburgh. The council does not receive direct
income streams in relation to these assets and this therefore
increases the council’s net debt to net revenue ratio.

City of Edinburgh Council

Financial management and sustainability

Pension liability

69. The net assets on the council's balance sheet have decreased from
£1,786 million in 2013/14 to £1,646 million in 2014/15, a reduction of
£140 million. The principal reason for this decrease is the £192
million increase in the pension liability from £535 million to £727
million. This is also reflected in the balance sheet for the group.

70. The pension liability represents the difference between expected
future pension payments and the underlying value of pension fund
assets available to meet this cost. At the last triennial valuation at
March 2015 the Lothian Pension Fund was 91.3% funded and had
assets of £4.4 billion.

71. Lothian Pension Fund operates a contribution stability mechanism,
to provide some certainty of future contribution rates by employers
while ensuring appropriate assurance of funding levels to the Fund.
The mechanism is in place for 6 years, and is subject to on-going
review. Existing contribution rates for the council have been frozen
at the rates determined for the 2011 actuarial valuation. Over the
longer term it is expected that these contribution rates will increase
convergence between the pension liability and the underlying
assets.

Conclusion on financial sustainability

72. The council is containing overall expenditure within annual budgets
and has longer term financial plans in place which go some way to
addressing the financial challenges it faces in the coming years.
However, the council needs to ensure it manages existing financial
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73.

pressures within the system, particularly around Health and Social
Care and asset management.

Overall we conclude that the financial position is sustainable
currently and in the foreseeable future, although risks remain
around key assumptions and delivery of savings, including the
identification of further savings to bridge the funding gap.

Outlook

74.

75.

Councils face increasingly difficult financial challenges. In the
context of overall reductions in public sector budgets, between
2010/11 and 2013/14, Scottish Government funding for councils
decreased by 8.5 per cent in real terms to £10.3 billion. At the same
time, demand for council services has increased, largely due to
population changes. Increased pension contributions and national
insurance changes will create further cost pressures on the council.

In common with many other councils, City of Edinburgh Council is
reporting gaps between income and the cost of providing services
over the next few years. With further funding reductions expected,
councils face tough decisions to balance their budgets. These
decisions must be based on a clear understanding of the current
financial position and the longer-term implications of decisions on
services and finances.
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Governance and
transparency

76.

Arrangements for the
prevention and detection of
fraud and irregularities are

satisfactory

Appropriate systems of
internal control are in place

Governance
arrangements are
operating
effectively

Committee structure has been
reviewed to ensure scrutiny
and decision making
arrangements are appropriate

Arrangements for maintaining
standards of conduct and the
prevention and detection of
corruption are satisfactory

Members and management of the council are responsible for
establishing arrangements to ensure that its business is conducted
in accordance with the law and proper standards, that public money
is safeguarded and for monitoring the adequacy and effectiveness
of these arrangements. We concluded that the council has effective
overarching and supporting governance arrangements which
provide an appropriate framework for organisational decision
making.

City of Edinburgh Council

Governance and transparency

Citizens should be able to hold the council to account about the
services it provides. Transparency means that citizens have access
to understandable, relevant and timely information about how the
council is taking decisions and how it is using its resources. Overall
we concluded that the council has appropriate arrangements in
place to demonstrate transparency.

Corporate governance

78.

79.

80.

The corporate governance framework in City of Edinburgh Council
is centred on the council and supported by nine executive
committees, including the Corporate Policy and Strategy Committee
and the Governance, Risk and Best Value Committee.

Since the introduction of the revised political management
arrangements in October 2012, the council has undertaken two
reviews to ensure they remain fit for purpose. One significant
change took place during the financial year, with the responsibility
for policy review and development transferring back to executive
committees.

Based on our observations and audit work our overall conclusion is
that the council has effective overarching and supporting
governance arrangements which provide an appropriate framework
for organisational decision making.
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Local code of corporate governance

81.

82.

The council has developed and adopted a corporate governance
framework which reflects the key components as set out in the
CIPFA/SOLACE Framework Corporate Governance in Local
Government: A Keystone for Community Governance. The council’s
self-assessment against the framework is considered annually by
the Governance, Risk and Best Value Committee.

The council assessed itself as compliant with most areas of the

framework for 2014/15. Improvement plans are in place to develop
areas such as community engagement and consultation, where the
council consider they are only partly compliant with the framework.

Internal control

83.

84.

As part of our audit we reviewed the high level controls in a number
of systems fundamental to the preparation of the financial
statements. Our objective was to obtain evidence to support our
opinion on the council's financial statements.

We reported our findings to the Governance, Risk and Best Value
Committee in August 2015. No material weaknesses in the
accounting and internal control systems were identified which could
adversely affect the ability to record, process, summarise and report
financial and other relevant data so as to result in a material
misstatement in the financial statements. However we did amend
our planned financial statements procedures to take account of
some system limitations identified during our controls review. Our
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findings also included a number of recommendations to enhance
the control systems in operation.

Internal audit

85.

86.

Internal audit provides members and management of the council
with independent assurance on risk management, internal control
and corporate governance processes. We are required by
international auditing standards to make an assessment of internal
audit to determine the extent to which we can place reliance on its
work. To avoid duplication, we place reliance on internal audit work
where possible.

Our review of internal audit concluded that the internal audit service
operates satisfactorily in accordance with the Public Sector Internal
Audit Standards. We placed reliance on their work around ICT
application security for key financial systems, as well as work on the
accounts payable system and procurement card expenditure.

ICT audit

87.

A key part of the council’s ICT and Digital Strategy is the
procurement of a new ICT contract that provides more flexible,
scalable delivery of services at a lower cost base. Following the
design and tender phase, a contract was awarded to CGI in August
2015. The transition and transformation phase, involving the transfer
of services from BT to CGI has commenced and will continue until 1
April 2016. As part of our ICT work, we considered the high level
arrangements the council is putting in place for the transition phase.

City of Edinburgh Council



88.

89.

90.

91.

The council has opted for a gradual transfer of services from late
2015 through to the 1 April 2016 start date, although provision has
been made for access to the BT data centre until 1July 2016 to
transition any outstanding services.

New services that will be provided include the provision of business
intelligence. Council staff will work with CGI to define their
respective business intelligence requirements. This approach will
allow staff from CGI to work with council representatives, share
information, build relations and develop a mutual understanding of
the legislative requirements and organisational demands that will
need to be met by the contract.

During the coming months the council will be preparing for an
Enterprise Resource Planning (ERP) system that is scheduled for
autumn 2016. The ERP system will be a key organisational initiative
that will be delivered as part of the contract. The introduction of ERP
systems often requires significant organisational change, and
impact on the procedures and processes used across service areas.
The council will need to ensure there is sufficient staff capacity and
capability during this period to meet the challenge presented when
introducing ERP.

The overall effectiveness of the CGI contract can only be measured
and monitored as systems are transitioned and new solutions are
introduced to meet the demands of the council’s services. The
council needs to ensure robust monitoring and control arrangements
are in place for the duration of the contract around areas such as

e governance

City of Edinburgh Council

Governance and transparency

e deliverables and contingency
e budget monitoring

e contract and partner management procedures.
Recommendation 4

Statutory repairs service

92.

93.

94.

In June 2014, the council established a single corporate project to
address legacy issues around the former statutory repairs service,
and lead on the development of a new shared repairs service. A
dedicated programme board was established with the Director of
Corporate Governance appointed as the Senior Responsible
Officer.

Monthly progress reports are submitted to Finance and Resources
Committee, outlining the council’s progress on billing of outstanding
invoices, debt recovery, and resolution of complaints and
settlements.

By August 2015, case reviews had been completed on the 414
unbilled projects and 102 complex complaints cases within the
scope of project. Invoices have now been issued for these projects,
with the exception of a small number of cases where defect work
has still to be completed. It is anticipated that these cases will be
invoiced in autumn 2015.

Alongside this, the council has been progressing the resolution of
complaints. A settlement provision of £3.9 million was established at
31 March 2014, to provide for costs that may arise from resolving
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96.

97.

complaints. A total of 1,644 settlement letters were issued by July
2015, resulting in 1,142 individual cases being determined by the
council as closed. Follow up letters have been issued on the 501
remaining open cases. The total value of settlement offers made by
the council to individuals at July 2015 was reported as £2.91 million.
Acceptance levels by complainants have been reported as 69%,
with other affected owners at 70%.

In December 2014, the council considered a blueprint for a new
shared repairs service. The key objectives of the proposed service
are:

e to maintain the fabric of the city, the conservation of the built
heritage and protection of health and safety

e to support, encourage and enable owners to proactively take
responsibility for planning and organising repairs and
maintenance

e to intervene when owners have exhausted all other reasonable
means of agreeing and undertaking a repair

¢ to effectively manage the council’s financial and reputational risk
as it carries out its statutory duties and powers.

The proposed service will cover four key areas: emergency service,
guidance and advice, intervention and enforcement. The council
approved the running of a pilot of the new service from September
2015 to March 2016. This pilot will test the practices and procedures
set out within the blueprint, in advance of a potential roll-out of the
full service from 1 April 2016.
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Edinburgh trams

98.

99.

100.

In June 2014, the Scottish Government announced a public inquiry
into the delivery of the trams project. A ten stage process has been
set out by the inquiry, from announcement of the inquiry through to
production of a final report and recommendations. The council is
committed to fully participating in the inquiry. However it has
decided not to re-establish tie Ltd, the arms length organisation
which was responsible for project managing the delivery of the
trams project, in order that tie can participate as a separate entity in
the inquiry. The council state that they consider this to be an
unjustifiable expense to the public purse. The council has advised
the inquiry that it will assist the inquiry and provide information to it
in relation to the role of tie. Stage 5 of the process, the preliminary
hearing, is due to be held shortly.

The trams network became operational on May 2014. Almost five
million passenger journeys were made in the first full year of
operation, around 370,000 ahead of target. Revenue from fares was
3% ahead of the business model target.

In June 2015, the council considered an interim report detailing the
preliminary findings of an outline business case for extending the
trams network to Leith. The report set out four different options, and
concluded there was a positive economic case for three of these.
However, more detailed analysis of the cashflows was required to
verify the financial models, along with consideration of alternative
funding options and opportunities. A further report on the business
case will be reported back to council in the autumn of 2015.
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101. We have previously commented that an impairment review on tram
vehicles may be required, to reflect that some vehicles may be
surplus to requirements given the current network is smaller than
planned. In lieu of any decision on extending the network, the
council has continued to utilise all tram vehicles evenly across the
existing network. We are satisfied that the existing valuation and
classification of vehicles is reasonable, and we will reconsider this
position following the council’s further consideration of the outline
business case later this year.

Arrangements for the prevention and detection of
fraud

102. Overall, we concluded that the council’s arrangements in relation to
the prevention and detection of fraud and irregularities were
satisfactory.

National Fraud Initiative in Scotland

103. The National Fraud Initiative (NFI) in Scotland brings together data
from councils, police boards, fire and rescue boards, health bodies
and other agencies, to help identify and prevent a wide range of
frauds against the public sector. Matching data obtained from the
systems of participating bodies allows the identification of potentially
fraudulent claims on the public purse including housing benefit
fraud, occupational pension fraud and payroll fraud. If fraud or
overpayments are not identified in a body, and the NFI exercise has
been undertaken properly, assurances may be taken about internal
arrangements for preventing and detecting fraud.

City of Edinburgh Council
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104. During 2014/15 we reviewed the progress being made by the
council in following up NFI data matches. Our work identified that

¢ the council's overall arrangements and progress have improved
compared to our previous assessments, although there was
some scope for improvement in the monitoring and reporting of
progress

e the introduction of the corporate fraud team has resulted in an
improved focus on progressing the NFI exercise this year,
although constraints remain within service areas around
resourcing the exercise

¢ there has been a conscious decision to focus on the
recommended matches, as outcomes previously have been
limited

e the council have commissioned their own data matching to focus

on areas where they feel they now get more of a return than the
existing NFI process.

Arrangements for maintaining standards of
conduct and the prevention and detection of
corruption

105. The arrangements for the prevention and detection of corruption in
City of Edinburgh Council are satisfactory and we are not aware of
any specific issues that we need to record in this report.
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Correspondence referred to the auditor by Audit
Scotland

106.

One of the roles of the local auditor is to follow up, where
appropriate, items of correspondence received from members of the
public who express concerns over council activities. We received a
number of items of correspondence during the year, particularly
around statutory repairs. We have considered these in relation to
our statutory responsibilities as auditors and responded to
correspondence as matters are addressed.

Transparency

107.

Citizens should be able to hold the council to account about the
services it provides. Transparency means that citizens have access
to understandable, relevant and timely information about how the
council is taking decisions and how it is using its resources.

108. Through our audit approach we gave consideration to:
e the clarity and presentation of the council’s committee papers,
budget monitoring reports and financial statements
e the frequency with which the council excludes the press or
public from agenda items under the Local Government
(Scotland) Act, 1973
e the council’s approach to public performance reporting
e the accessibility of information via the council website.
109. Overall we concluded that the council has appropriate arrangements
in this area.
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Freedom of Information/Environmental Impact
Regulations requests

110.

111.

The total number of freedom of information/environmental impact
regulations (FOI/EIR) requests received by the council during the
year was 2,753 (2,767 in 2013/14). The council responded to 90%
of these within the 20 working day target for responses, an
improvement on the previous year (87% in 2013/14).

The council has taken a number of steps during the year to enhance
its FOI arrangements, including applying the Scottish Information
Commissioner’s self-assessment toolkit, approving and
implementing an FOI policy and toolkit, and introducing mandatory
training for all areas of information governance. Following the issue
of a revised Code of Practice by Scottish Ministers in December
2014, the council has also assessed its arrangements against the
updated Code.

Integration of health and social care

112.

113.

The Public Bodies (Joint Working) (Scotland) Act received royal
assent on 1 April 2014. The Act provides the framework for the
integration of health and social care services in Scotland.

The integration scheme for the Edinburgh Integration Joint Board
(EIJB) was approved by Scottish Government in May, and the EIJB
was established by Scottish Parliament on 27 June 2015. It is
estimated the combined budget for the 2015/16 transition year of
the EIJB will be around £560 million, with around £200 million
coming from council funds.
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114. The council is progressing a number of workstreams in advance of
the planned formal delegation of functions and resources to the
EIJB on 1 April 2016. At its first meeting on 17 July, the EIJB
appointed additional members to supplement the council and NHS
Lothian membership, and approved a draft strategic plan for
consultation. The EIJB intends to approve a final version of its
strategic plan by December 2015. A process is also underway to
appoint the Chief Officer of the EIJB, with the successful candidate
likely to be in post in early 2016.

Recommendation 5

Welfare Reform

115. The council continues to demonstrate commitment to monitoring
and minimising the impact that changes to the UK welfare system
could have on the City of Edinburgh and its residents, and is
managing the challenges within allocated resources.

116. The council intends to review its strategic plan, Delivering Social
Security in Edinburgh — a strategic response to Welfare Reform, to
ensure it provides effective management of welfare reform in the
city. Alongside this, new governance arrangements are being
introduced to strengthen the management of welfare reform through
existing council and partner arrangements, with group projects now
reporting though the Welfare Reform Working Group.

117. The phased implementation of Universal Credit (UC) for new single
claimants in Edinburgh commenced on 9 March 2015, with 1,190
claims for UC made in the period to 28 May 2015. The council has

City of Edinburgh Council

118.

119.

120.

Governance and transparency

established a Delivery Partnership Agreement (DPA) with the
Department for Work and Pensions (DWP), to support citizens in the
transition to the new UC system. The DPA operational group, which
includes council, DWP and registered social landlord
representatives, meets regularly to agree processes and address
emerging issues from the implementation of UC.

The DWP has confirmed that funding arrangements for the Council
Tax Reduction Scheme (CTRS) will continue into 2015/16. The
settlement and distribution group continue to consider the
distribution of CTRS funding and will advise local authorities
accordingly of any adjustment to funding levels. The council’s spend
on CTRS is monitored monthly, with an annual spend of £25.6
million in 2014/15, representing 96% of the agreed funding level.

Scottish Welfare Fund (SWF) and Discretionary Housing Payment
(DHP) awards in 2014/15 were contained within funding levels of
£2.2 million and £4.8 million respectively for the year. The SWF
underspend of £0.1 million has been carried over to supplement
2015/16 grants. For 2015/16, the council is currently projecting DHP
spend at 98% of the £3.9 million allocated budget.

The council reported housing rent arrears of £4.3 million in 2014/15,
an increase of £0.3 million from 2013/14. In line with the Housing
Revenue Account (HRA) business plan, full provision has been
made for these arrears in the 2014/15 accounts (76% in 2013/14),
to help manage the potential impact of welfare reform on HRA.
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Housing and council tax benefits performance
audit

121.

122.

Our 2012 risk assessment of the council’s benefits services
identified a number of risks in relation to performance monitoring
and the speed of processing new benefits claims and changes of
circumstances.

In 2013/14, the council reported improved processing performance,
and our 2014/15 benefits risk assessment confirmed that the council
has put in place appropriate processes to improve the other
outstanding issue around its risk based approach to data checking.

Following the Public Pound

123.

124.

125.

In March 2015, the chair of the Accounts Commission for Scotland
sent letters to council leaders and chief executives encouraging
them to apply the Code of Guidance on Funding External Bodies
and Following the Public Pound (published in 1996) more
consistently across Arms-Length External Organisations (ALEOS).

In 2012, the council instigated an operational governance review,
which included consideration of existing ALEOs. In our July 2014
review of the council’'s ALEOs we concluded that the revised
governance arrangements being put into place were in line with
good practice outlined in Audit Scotland’s 2011 national study on
ALEOs.

At the time of the review the time we were unable to test whether
member scrutiny of performance had been fully implemented, as
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126.

some ALEOs had still to complete their annual reporting cycle. We
have since confirmed that the annual reports for both Marketing
Edinburgh and Festival City Theatres Trust have been scrutinised at
the appropriate committee of the council.

By autumn 2015 Audit Scotland, on behalf of the Accounts
Commission for Scotland, will undertake a review of the Following
the Public Pound Code in conjunction with an update of the
definition of ALEOSs to assist councils to apply the principles of good
governance to the funding arrangements for ALEOs and similar
bodies. Any changes arising out of this review are not expected to
take effect for councils until 2016/17 at the earliest.

Local scrutiny plan

127.

128.

129.

The 2015/16 Local Scrutiny Plan (LSP) prepared by the Local Area
Network of scrutiny partners for the council was submitted to City of
Edinburgh Council in April 2015.

In the LSP we highlighted a number of on-going scrutiny risks that
we reported in our December 2014 follow-up to the 2013 Best Value
report on City of Edinburgh Council. These areas included:

e the delivery of required financial savings

e management capacity within the council

e the development of a comprehensive workforce strategy.
Our assessment of the council’s progress in addressing these

identified risks is included in the Best Value section of this report. A
more detailed progress report will be issued by the Controller of
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Governance and transparency

Audit and considered by the Accounts Commission by the end of
this year.

Outlook

130. Councils will continue to operate in a changing environment within
continuing financial constraints. Under these circumstances councils
will be obliged to consider the delivery of services by different
means. Good governance will be particularly important where
council resources and service delivery are devolved to third party
organisations.

131. Partnership, joint working and arms length organisations have
become increasingly popular vehicles for planning and delivering
council services and there is a sustained national focus on their use.
Where council services are being delivered by third party
organisations it will be crucial that the council implements robust
assurance and governance arrangements to deliver best value while
at the same time ensuring an appropriate level of accountability for
public money. Community planning and health and social care
integration will require an on-going focus on governance and
assurance to ensure that the council’s priorities are being achieved.
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Best Value

B t V I the council in scrutiny and risk management. Improvements in
eS a u e service performance and in communications with staff were also

noted.

Revised strategic vision and
business plan linked to Capital
Coalition pledges

. 134. Major concerns, however, remained about the council’s financial
Well established performance N _ _ _
management arrangements position and the growing scale of the savings needed to resolve this.
The savings that had still to be identified in order to provide a
balanced budget by 2017/18 had increased from £17 million to £67

Goad progress in million. The council was addressing this issue, particularly through

addressing Best

Value findings the development of an ambitious transformation programme. But it
was too early to assess the effectiveness of this initiative. Significant
The council’s procurement concerns were also expressed about the lack of a workforce

capability was assessed in Difficult choices required to
the"superior" performance address future funding gaps
banding

strategy and the need to improve ICT arrangements.

135. Audit work was carried out during July and August 2015 to assess
the progress made by the council since the publication of last year’s

132. Best value is a key factor to consider when planning policies, follow-up report.
programmes and projects and when taking any spending decisions.
The council should have systems and processes to ensure that it 136. There is clear evidence to show that the council has had some

success in addressing its financial position. It continues to face
increasing demands on its services and continuing uncertainty

can demonstrate that it is delivering best value by assessing and
reporting on the economy, efficiency, effectiveness and equality in

service provision. about future funding levels. Despite these pressures, however, the
council was able to:
Best Value audit e achieve its overall planned savings of £39 million for 2014/15,

133. In December 2014, the Accounts Commission made findings on the * underspend its revenue budget by £0.7 million, and

extent to which the City of Edinburgh Council was meeting its e maintain its level of unallocated reserves.
statutory duties on Best Value. This considered the progress made
in addressing the issues raised in the initial report in May 2013. The
Accounts Commission acknowledged the good progress made by

137. Perhaps even more importantly, there is also evidence to show that
the council has improved its longer-term position. The previous audit
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report had expressed particular concern at the increasing level of
savings that the council needed to identify for the coming years. As
shown in exhibit 4, the level of these unidentified savings has now
reduced. At the time of our last report, the council still needed to
identify £67 million of additional savings by 2017/18. This has now
fallen to £19 million. Despite this encouraging progress, however,
the council continues to face significant pressures in future years,
with a further £51 million of savings needing to be identified by
2019/20.

Exhibit 4: Additional savings requirements

70

60 ~
May 2014
50 estimate ”~
3
= 40 / May 2015
€ estimate
«

Wl / ~
10 /
N | | |

2015/16 2016/17 2017/18 2018/19 2019/20

Source: ‘Council transformation programme and improvement plan F&R
Committee’, May 2015

138. This progress is largely due to the growing impact of the council’s
various improvement projects, such as Better Outcomes through

City of Edinburgh Council

139.

Best Value

Leaner Delivery (BOLD), Organise to Deliver and Channel Shift.
These have now been consolidated into a single Transformation
Programme, to help avoid the double-counting of planned savings
and to present clearer choices for elected members.

Most of the progress made over the past year, both in terms of
identifying new savings plans and in delivering actual savings, has
come from four main initiatives:

o Workforce strategy - A workforce strategy was approved in
March 2015. This sets out planned reductions in staffing levels,
particularly in middle managers. There are early signs of
progress in this area, with a two per cent reduction in staffing
levels in the second half of 2014/15, saving around £7 million
per year. The council plans to make the remaining reductions in
Tier 2 and Tier 3 management levels before the end of 2015.

e |ICT contract - A new ICT contract was signed with CGl in
August 2015. The council projects that this will deliver savings of
at least £45 million over the next six years. In our view these
projections are achievable, given the terms and flexibility of the
new contract.

¢ Channel Shift - The council is currently redesigning many of its
customer care services, simplifying them and, where possible,
moving to online transactions. This is planned to deliver annual
savings of £5.9 million, through reducing the number of support
staff. There are early signs that this initiative is making an
impact, with 40 transactions already available online and
savings of £355K over the past year.
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Best Value

¢ Organise to Deliver - The council has created four Localities to
help delegate operational decision-making and integrate the
delivery of local services. This initiative forms part of the drive to
reduce staffing levels and costs. There is clearly merit in these
proposals but, in our view, they need to be developed more to
provide compelling evidence that they will deliver predicted
savings of £20 million.

140. The council has made encouraging progress, but it still faces some

141.

significant challenges. With an increasing population, particularly
amongst children and the elderly, it continues to face increasing
demands on its services. The social care budget for 2014/15, for
example, was overspent by £6 million and the underlying pressures
have still to be fully resolved. Moreover, the council still has to
decide where it can make further savings across all of its areas of
activity. It has made good progress, with the level of unidentified
savings needed to achieve a balanced budget for 2017/18 reduced
from £67 million to £19 million. But, with continuing pressures on
services, the council estimates that it will need to identify recurring
savings of £51 million in order to balance its budget by 2019/20.

The council is trying to take a more strategic approach to these
issues, with elected members taking increasing ownership of the
transformation programme. For the first time, for example, it is
aiming to agree a balanced budget for the next four years. But, in
order to achieve the level of savings that are needed, the council
knows that it needs to go beyond efficiencies in support services
and make some difficult choices to match resources to priorities.
Proposals are currently being developed on rationalising the
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142.

council’s estate and working more closely with partners for some of
the related support functions. The council is also starting to consider
services which might be reduced or even stopped. Elected
members are expected to decide on these proposals by the end of
2015.

A more detailed progress report will be issued by the Controller of
Audit and considered by the Accounts Commission around the end
of this year. This will be based on the audit work already completed,
but it will also provide an opportunity to highlight the extent of any
additional progress by the council over the next few months.

Procurement

143.

144.

In 2009 the Scottish Government introduced an annual evidence-
based assessment, the procurement capability assessment (PCA),
to monitor public bodies' adoption of good purchasing practice and
as a basis for sharing best practice. The council reported a 2014
PCA assessment score of 76% (59% in 2013) against the average
score across Scottish councils of 62%.

The annual PCA is being replaced by the Procurement &
Commercial Improvement Programme (PCIP) which focuses on the
policies and procedures driving procurement performance and the
results they deliver. PCIP will introduce a revised assessment
methodology and new scoring and performance bands with councils
being assessed every two years. The revised assessment results
will not be comparable with the previous PCA scores. The timings of
the first assessments for local government have not been finalised

City of Edinburgh Council



but it is anticipated they will be conducted between January and
June 2016.

Collaborative working

145.

146.

The council is a member of the Scottish Cities Alliance, a
collaborative group of local authorities and Scottish Government
which aims to create conditions for economic growth and attract
inward investment.

Following a review by the Alliance in 2014 of possible funding
models to support growth, the council has been developing
proposals with other Lothian and South East Scotland authorities to
secure £1 billion of infrastructure funding across the region. It is
hoped that this funding will generate up to £3.2 billion of private
investment. A bid was submitted to the Scottish and UK
governments in September 2015.

Performance management

147. The council has a well established performance framework that links

148.

its business plan to the political outcomes set out in the Capital
Coalition Pledges, as well as to the partnership and operational
outcomes set out in the Edinburgh Partnership Single Outcome
Agreement and the council’s operational plans.

To ensure it remains fit for purpose, the 2015 business plan has
been updated to reflect the strategic vision set out in the council
transformation programme. Existing corporate dashboard indicators

City of Edinburgh Council
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150.

Best Value

have been re-aligned to the themes and priorities described in the
revised business plan.

An annual planning and performance report on the council’s
strategic planning framework is reported to the Corporate Policy and
Strategy Committee, along with six-monthly performance against
dashboard indicators. Six monthly performance reports on the
relevant dashboard indicators are also presented to the appropriate
executive committees.

The council also participates in the Local Government
Benchmarking Framework (LGBF) which brings together
performance indicators for a range of services as well as service
costs and customer satisfaction.

Overview of performance targets in 2014/15

151.

152.

The council assesses achievement of its high level commitments
through a set of 53 Capital Coalition pledges. Achievement of these
pledges is linked to a range of detailed dashboard and operational
performance indicators.

The most recent progress report highlighted that as at April 2015, 43
pledges were either achieved or on track for delivery (39 at April
2014). Within this, two pledges around partnership working in drug
and alcohol treatment, and festival and event development were
reassessed as “on track” rather than achieved. This change of
status was made to recognise that further work is required to meet
these commitments over the longer term.
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153.

The council has assessed that eight of the remaining pledges, whilst
not achieving certain key milestones within target, are still on target
for delivery overall. Only one pledge, around the possible
introduction of low emission zones, has been categorised as still
under development. A further updated report will be presented to
committee in November 2015.

Statutory performance indicators (SPIs)

154.

155.

156.

157.

The Accounts Commission places great emphasis on councils’
responsibility for public performance reporting. The Commission
does not prescribe how councils should report but expects councils
to provide citizens with fair, balanced and engaging performance
information reporting.

For 2014/15 three (SPIs) were prescribed:

e SPI 1: covering a range of information relating to areas of
corporate management such as employees, assets and
equalities and diversity

e SPI 2: covering a range of information relating to service
performance

e SPI 3: relates to the reporting of performance information as
required by the Local Government Benchmarking Framework.

Overall we concluded that the council’s arrangements were
satisfactory.

An evaluation of all Scottish councils’ approaches to public
performance reporting was carried out by Audit Scotland’s
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Performance Audit and Best Value group during 2014/15 and
reported to the Accounts Commission in June 2015. An individual
assessment for City of Edinburgh Council was issued to the Leader
and Chief Executive in July 2015.

158. The assessment of the council’s approach to public performance

reporting concluded that it fully met requirements in 18 of the 26
PPR categories, which is a significant improvement from the
previous year’s assessment. The council demonstrated a clear,
structured approach to PPR, with a good level of compliance in
relation to corporate and service performance information being
reported. The assessment identified some scope for improving
existing arrangements including:

increased consistency of reporting across the organisation
e reporting improvement actions taken
e clearer demonstration of public consultation and its outcomes

e increased accessibility through targeted reporting of
performance to the public.

National performance audit reports

159. Audit Scotland carries out a national performance audit programme

on behalf of the Accounts Commission and the Auditor General for
Scotland. During 2014/15, a number of reports were issued which
are of direct interest to the council. These are outlined in appendix
lll. City of Edinburgh Council has processes in place to ensure that
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all national reports and their impact on the council are considered by
members.

Equalities

160. The Equality Act 2010 introduced a new public sector ‘general duty’

161.

which encourages equality to be mainstreamed into public bodies’
core work. The Act requires that by no later than 30 April 2015 and
every two years thereafter, public bodies must publish a report on
the progress made to achieve the quality of outcomes it has set.

The council’s progress report on its frameworks for advancing
equality and rights, and tackling poverty and inequality, was
published on its website in April 2015, and considered by the
Communities and Neighbourhoods Committee in May 2015. The
report noted that 15 of the 23 defined equality and rights outcomes
were assessed as being met in full, with 6 partially met. The
remaining 2 outcomes will be reviewed in the coming months to
establish whether there is sufficient data to measure the outcomes
and they remain fit for purpose.

Outlook

162. In common with other councils, City of Edinburgh Council faces the

key challenges of reducing budgets, an aging population with higher
levels of need and the public expectation of high quality services.
Longer term savings plans have been developed, but there is
continuing uncertainty around future funding levels. The
transformation programme to deliver a community focused
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Best Value

operating model will result in service delivery with a redesigned and
reduced workforce. A strong and effective performance
management framework will be critical to the success of the council
achieving its key priorities and achieving best value.
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Appendix | — Significant audit risks

The table below sets out the financial statement audit risks we identified during the course of the audit and how we addressed each risk in

arriving at our opinion on the financial statements.

Audit Risk

Risk of material misstatement

Assurance procedure

Results and conclusions

Income

The council receives a significant amount of income in addition
to SG funding.

The extent and complexity of income means there is an inherent
risk of fraud in accordance with ISA240.

Assessment of systems of internal
control

Analytical procedures on income
streams.

Detailed testing of revenue
transactions focusing on the areas of
greatest risk.

We reviewed control arrangements
and undertook detailed testing of
income streams. No frauds were
identified.

Management override of controls

ISA240 requires that audit work is planned to consider the risk of
fraud, which is presumed to be a significant risk in any audit.
This includes consideration of the risk of management override
of controls in order to change the position disclosed in the
financial statements.

Detailed testing of journal entries
Review of accounting estimates for
bias

Evaluating significant transactions that

are outside the normal course of
business.

We undertook detailed testing of
journal entries, accruals and
prepayments. We also reviewed
accounting estimates and
transactions for appropriateness.

We did not identify any incidents of
management override of controls.
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Audit Risk

Tram project expenditure

The council incurred revenue costs during 2014/15 in relation to
preparing for tram operations, giving rise to a risk of
misclassification of expenditure between capital and revenue.

Assurance procedure

Review of reports and papers on
project expenditure

Discussion with council officers

Substantive testing of a sample of
revenue costs

Appendix | — Significant audit risks

‘ Results and conclusions

We reviewed council reports on
tram expenditure and undertook
substantive testing on tram
expenditure. No mis-classification
was identified.

Trams valuation

Tram vehicles will transfer from assets under construction to
operational assets in the 2014/15 financial statements.

There is a risk that they may not be reflected at an appropriate
fair value within the financial statements.

Discussion with council officers

Review of committee papers and
reports on potential extension of the
tram network

Review of papers and other
appropriate evidence on valuation

We reviewed council reports on
decisions on future development of
the network. We considered the
valuation of the trams in the
financial statements and concluded
that it was appropriate.

Statutory repairs

Although progress has been made in dealing with unbilled work,
the delays to date mean that the debt has aged further,
increasing the risk of non-recovery.

Review of reports and papers on
progress of billing and collections
(including bad debts) and complaints
resolution

Discussion with council officers
Review of statutory repairs balances
and provision within the financial

statements along with supporting
evidence

We reviewed reports to members
and related papers on statutory
repairs billing progress, and
discussed the position with officers.
We reviewed the bad debt
provision included in the financial
statements and concluded that it
was appropriate based on the
information available.

City of Edinburgh Council

Page 39




Appendix | — Significant audit risks

Audit Risk

Group structure

The council did not formally document its group boundary
assessment after changes to the group structure in 2013/14 and
there may be further changes to the group structure in 2014/15
as a result of new group accounting standards within the Code.
There is a risk that the council’s group accounts do not comply
with new accounting standards.

Assurance procedure

Review of reports and papers on
progress of review of group structure

Discussion with officers

Liaison with external auditors of group
companies

‘ Results and conclusions ‘

We reviewed the council’s
assessment of the group boundary
for 2014/15. We met with
component auditors to discuss
matters arising from the audit of
group companies.

We concluded that the group
boundary was appropriate.

Significant Trading Organisations (STOs)

In our 2013/14 independent auditor’s report we drew attention to
the fact that the council’s significant trading operation,
Edinburgh Catering Services — Other Catering, failed to break
even, on a cumulative basis, over the three year period ending
31 March 2014. There is a risk that the action plan implemented
by the council may not result in the STO consistently achieving
the requirements of section 10 of the Local Government in
Scotland Act 2003.

Monitor the on-going financial position
reported to committee

Review the outturn position and
cumulative break even as part of
financial statements audit

Substantive testing of income and
expenditure streams as part of
financial statements audit

We reviewed reports to committee
on the financial position of the STO
and the planned action to address
the deficit. We tested income and
expenditure streams as part of our
wider testing strategy. No material
misstatements were identified.

Valuations
The financial statements of City of Edinburgh Council include
valuations which rely on significant assumptions and estimates.

The extent of subjectivity in the measurement and valuation of
these balances represents a risk of material misstatement.

Completion of ‘review of the work of an
expert’ for the professional valuer

Focused substantive testing of key
areas

We reviewed the professional
valuer in accordance with ISA 500
and undertook detailed testing of
key valuations within the accounts.

No material misstatements were
identified.
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Audit Risk

Finance restructuring

An organisational review of finance services was completed
during the financial year, resulting in a number of staff changes
in key posts. There is a risk that these changes could impact on
the delivery of the 2014/15 accounts timetable.

Assurance procedure

Monitoring developments

Scheduling of audit work to take
account of timetable and availability of
staff

Progress meetings with Principal
Accountant and Senior Accountant

Appendix | — Significant audit risks

‘ Results and conclusions

We agreed a financial statements
timetable with officers, and
scheduled progress meetings on a
regular basis to ensure the planned
delivery timescales were met.

Risks identified from the auditor’s wider responsibility under

the Code of Audit Practice

Managing financial pressures

The council continues to face a challenge in balancing the gap
between its planned expenditure and the estimated level of
income it will receive through government grants, non-domestic
rates and council tax.

There is a risk that savings targets are not met and the on-going
need to deliver savings may have an impact on services and the
delivery of strategic priorities.

Local audit work supplemented by
Best Value follow up audit work,
including review of monitoring reports
and delivery of savings programme

We followed up on the local Best
Value work of 2014 and considered
the longer term financial planning
arrangements of the council, and
progress towards delivering
savings plans. We concluded that
the council is making good
progress in bridging the identified
funding gap.

City of Edinburgh Council
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Appendix Il - Summary of local reports 2014/15

Summary of City of Edinburgh Council local audit reports 2014/15

Annual Audit Report: Annual report to those charged with

Internal Controls Review: The overall conclusion is that internal controls within the

council are operating effectively, although there are some areas where improvements

can be made.

governance. Summarises our main findings from the
2014/15 Audit of City of Edinburgh Council and draws to

the attention of those charged with governance significant

matters arising from the audit of the financial statements

prior to the formal signing of the independent auditor’s

Annual Audit Plan: Planned external audit work for the report.
2014/15 Financial Statements.
V4
January February . August September October November December
2015 2015 March 2015  April 2015 May 2015 June 2015 July 2015 2015 2015 2015 2015 2015
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Appendix lll - Summary of National Reports 2014/15

Summary of Audit Scotland national reports 2014/15

Update on developing financial reporting - Following the Smith

Community planning: Turning ambition Borrowing and treasury Commission the framework for Scotland’s public finances is

into action — Many Community Planning management in councils - undergoing fundamental change. The Scottish Parliament will have

Partnerships are still not clear about what Councils are meeting professional enhanced financial powers from April 2015. The report emphasises the

i . importance of comprehensive, transparent and reliable financial
they are expected to achieved. Local data requirements but need to do more p p p

should be used to help set relevant, to set out the longer term reporting for accountability and decision-making. The report also notes

targeted priorities for improvement that will implications of borrowing and that while the audited accounts of public bodies across Scotland

address inequalities within specific other debt on their finances. provide a sound base for financial reporting and scrutiny, there is no

single complete picture of the devolved public sector’s finances.

communities. \

August September October November  December January February March April May June
2014 2014 2014 2014 2014 2015 2015 2015 2015 2015 2015

May 2014 June 2014 July 2014

\

Scotland’s public finances - a follow up: Progress in meeting the

An overview of local
challenges — Leaders and managers must produce balanced
. . L government in Scotland — A
budgets and hold people in their organisations to account for how the
. . . . ) high level, independent view on
money is used and what is achieved. Councillors have an important
) ) the progress councils are
role in ensuring that approved budgets are used to best effect. To do
. . . ) i . making in managing their
this they need good-quality and timely financial information. They
) i . i finances and achieving Best
need to take a longer-term view on: options available for services;
Value.

services standards and affordability; and, the sustainability of

financial plans.

City of Edinburgh Council Page 43



Appendix IV — Action Plan

Appendix IV — Action Plan

Action plan

No. Issue/risklRecommendation Management action/response Responsible officer Target date
Page/para
1 Health and Social Care overspend Service Directors have a All Directors On-going
15/35 The council has identified £16.45 million of responsibility, as set out in the

funding pressures within the Health and Social Council’s Financial Regulations, to

Care budget for 2015/16. A mix of corporate and | réview their budgets on an on-going

service measures were identified to address the | basis, including tracking the

shortfall, however the service savings plan has delivery of approved savings and,

slipped, requiring further saving proposals to be | Where appropriate, identifying

identified. additional mitigating actions to

Risk maintain expenditure within

) ) ) approved levels.

The council does not achieve its budget for

2015/16 due to continued non-delivery of savings Progress in delivering approved

plans. savings is regularly considered at

. Council Leadership Group and on

Recommendation an at-least quarterly basis by the

Delivery of savings plans is closely monitored to | Einance and Resources and

allow early mitigating actions to be taken where relevant Executive Committees.

necessary.
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No. Issue/risk/lRecommendation Management action/response Responsible officer Target date
Page/para
2 Future funding gaps The Council reviews the Head of Finance On-going
18/53 The council has made progress in addressing the | €xpenditure, income and savings

longer term financial challenge through its long assumptions underpinning its long-

term financial strategy and associated savings term financial plan on an on-going

plans. However a funding gap still exists over the | basis and reports on an at-least

coming years, and this is likely to increase due to | quarterly basis to the Finance and

current financial pressures around Health and Resources Committee.

Social Care and asset management. The draft budget framework to be

Risk issued for public engagement in

The council may not be able to generate September 2015 will provide for a

sufficient efficiencies and savings to bridge the degree of flexibility in the specific

funding gap. savings options and proposals that

. are considered by elected
Recommendation
members.

The council should continue to keep its long term

financial strategy under review, and build

flexibility into future budget exercises.
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No.

Page/para

20/61

Action Plan

Issue/risklRecommendation

Asset management

The council’s current estate requires significant
investment to maintain it at a serviceable quality.
The property requirement under the council’s
planned locality based service delivery model is
unlikely to match this existing estate.

Risk

The council’s property estate is not fit for purpose
in relation to condition and configuration.
Expenditure is not targeted and prioritised on
appropriate assets.

Recommendation

The council should expedite planes to ensure the
council’s estate is appropriate and aligned with
its service delivery plans.

Management action/response

The Finance and Resources
Committee on 24 Sept 2015 will
consider a report on a Property and
Asset Management Strategy, that
will introduce a number measures
to release more revenue and
capital investment into the Council’s
estate coupled with a significant
rationalisation programme.

Responsible officer

Head of Corporate
Property

Target date

On-going
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No. Issue/risk/lRecommendation Management action/response Responsible officer Target date
Page/para
4 ICT Governance arrangements will be Chief Information Officer November
25/91 The council has procured a new ICT contract signed off by the Deputy Chief 2015
which provides for flexible and scalable service | Executive (Programme
delivery from April 2016. The contract includes Sponsor)and in place by 1% of
new and existing service provision, and the November
council aims generate savings of £6 million per
annum over present costs. Programme reporting controls will
Risk be in place for early monitoring of gomple:)ed
Monitoring and control arrangements do not the transition programme zgf;em o
support the overall effectiveness of the contract.
Recommendation Further monitoring of the service
The council should ensure robust control and will be signed off by the CIO and be _
performance arrangements that support effective | in place for service go April 2016
monitoring are developed to cover continuing and
new service arrangements.
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No.

Page/para

5
29/114

Action Plan

Issue/risklRecommendation

Edinburgh Integration Joint Board

The Edinburgh Integration Joint Board is
currently consulting on its strategic plan for the
integration of Health and Social Care in
Edinburgh. The draft plan focuses on high level
arrangements. More detailed financial and
operational plans to direct service delivery will be
required prior to the formal delegation of services
from the council to EIJB on 1 April 2016.

Risk

There are delays in the commencement of the
Integration Joint Board and achieving the desired
outcome of improved services to those in need of
care

Recommendation

The council continues to work jointly with Lothian
Health Board in finalising the arrangements for
the integration of health and social care.

Management action/response

The current Integration Governance
arrangements will continue until the
EIJB takes on responsibility for the
delegated functions. The Edinburgh
Integration Joint Board was
established in law at the end of
June 2015. It is now operating in its
transition year to prepare for
delegation of functions.

An interim Chief Financial Officer
has been appointed to undertake
due diligence for the EIJB. The
EIJB will be having a development
session on financial matters in
December (provisional) in support
of the strategic plan delivery.

Discussions with the Scottish
Government are on-going on
bridging funding arrangements.

Responsible officer

Chief Social Work Officer
along with relevant
officials from NHS
Lothian.

Head of Finance along
with relevant officials from
NHS Lothian

Target date

March 2016
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Appendix 2

Address: Telephone:
4th Floor, South Suite 0845 146 1010

The Athenaeum Building

Email:
8 Nelson Mandela Place . .
fo@audit-scotland.gov.uk
Glasgow n
G2 1BT Website: AUDIT SCOTLAND
www.audit-scotland.gov.uk
Governance, Risk and Best Value Committee, City of 23 September 2015

Edinburgh Council, and the Controller of Audit

City of Edinburgh Council
Annual Audit Report

1.

International Standard on Auditing (UK and Ireland) 260 (ISA 260) requires auditors to report
specific matters arising from the audit of the financial statements to those charged with
governance of a body in sufficient time to enable appropriate action. We are drawing to your
attention matters for your consideration before the financial statements are approved and
certified. We also present for your consideration our draft annual report on the 2014/15 audit
which identifies significant findings from the financial statements audit. The section headed
"Significant findings from the audit in accordance with ISA260" in the attached annual audit report
sets out the issues identified. This report will be issued in final form after the financial statements
have been certified

Our work on the financial statements is now substantially complete. Subject to the satisfactory
conclusion of any outstanding matters and receipt of a revised set of financial statements for final
review, we anticipate being able to issue an unqualified auditor’s report on 24 September 2015
(the proposed report is attached at Appendix A). There are no anticipated modifications to the
audit report.

In presenting this report to the Governance, Risk and Best Value Committee we seek
confirmation from those charged with governance of any instances of any actual, suspected or
alleged fraud; any subsequent events that have occurred since the date of the financial
statements; or material non-compliance with laws and regulations affecting the entity that should
be brought to our attention.

We are required to report to those charged with governance all unadjusted misstatements which
we have identified during the course of our audit, other than those of a trivial nature and request
that these misstatements be corrected. A number of presentational and monetary adjustments
were identified and discussed with senior finance officers who agreed to amend the unaudited
financial statements. The effect of these adjustments is to decrease the council and group total
expenditure by £0.163 million. Net assets as recorded in the balance sheet have increased by
£0.163 million.


mailto:info@audit-scotland.gov.uk
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Text Box
Appendix 2


As part of the completion of our audit we seek written assurances from the Accountable Officer
on aspects of the financial statements and judgements and estimates made. A draft letter of
representation under ISA580 is attached at Appendix B. This should be signed and returned by
the Accountable Officer with the signed financial statements prior to the independent auditor’s
opinion being certified.



APPENDIX A: Proposed Independent Auditor’s Report

Independent auditor’s report to the members of City of Edinburgh Council and the Accounts
Commission for Scotland

| certify that | have audited the financial statements of City of Edinburgh Council and its group for the
year ended 31 March 2015 under Part VIl of the Local Government (Scotland) Act 1973. The
financial statements comprise the group and authority-only Movement in Reserves Statement,
Comprehensive Income and Expenditure Statements, Balance Sheets and Cash Flow Statements,
the authority-only Housing Revenue Account, Council Tax Income Account, Non-Domestic Rates
Income Account, the Common Good Fund, and the related notes. The financial reporting framework
that has been applied in their preparation is applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union, and as interpreted and adapted by the Code
of Practice on Local Authority Accounting in the United Kingdom 2014/15 (the 2014/15 Code).

This report is made solely to the parties to whom it is addressed in accordance with Part VII of the
Local Government (Scotland) Act 1973 and for no other purpose. In accordance with paragraph 125
of the Code of Audit Practice approved by the Accounts Commission for Scotland, | do not undertake
to have responsibilities to members or officers, in their individual capacities, or to third parties.

Respective responsibilities of the Head of Finance and auditor

As explained more fully in the Statement of Responsibilities, the Head of Finance is responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view.
My responsibility is to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland) as required by the Code of
Audit Practice approved by the Accounts Commission for Scotland. Those standards require me to
comply with the Auditing Practices Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or error. This includes an assessment of: whether the
accounting policies are appropriate to the circumstances of the authority and its group and have been
consistently applied and adequately disclosed; the reasonableness of significant accounting estimates
made by the Head of Finance; and the overall presentation of the financial statements. In addition, |
read all the financial and non-financial information in the Annual Accounts to identify material
inconsistencies with the audited financial statements and to identify any information that is apparently
materially incorrect based on, or materially inconsistent with, the knowledge acquired by me in the
course of performing the audit. If | become aware of any apparent material misstatements or
inconsistencies | consider the implications for my report.

Opinion on financial statements

In my opinion the financial statements:

e give atrue and fair view in accordance with applicable law and the 2014/15 Code of the state of
the affairs of the group and of the local authority as at 31 March 2015 and of the income and
expenditure of the group and the authority for the year then ended;

e have been properly prepared in accordance with IFRSs as adopted by the European Union, as
interpreted and adapted by the 2014/15 Code; and

e have been prepared in accordance with the requirements of the Local Government (Scotland)
Act 1973, The Local Authority Accounts (Scotland) Regulations 2014, and the Local Government
in Scotland Act 2003.



Opinion on other prescribed matters

In my opinion:

e the part of the Remuneration Report to be audited has been properly prepared in accordance
with The Local Authority Accounts (Scotland) Regulations 2014; and

e the information given in the Management Commentary for the financial year for which the
financial statements are prepared is consistent with the financial statements.

Matters on which | required to report by exception

| am required to report to you if, in my opinion:

e adequate accounting records have not been kept; or

e the financial statements and the part of the Remuneration Report to be audited are not in
agreement with the accounting records; or

e | have not received all the information and explanations | require for my audit; or

e the Annual Governance Statement has not been prepared in accordance with Delivering Good
Governance in Local Government; or

e there has been a failure to achieve a prescribed financial objective.

| have the following to report in respect of these matters.

Failure to achieve a prescribed financial objective

Whilst it has not been necessary to qualify my opinion in respect of the following matter, | am required
to report it to you.

Local authorities have a duty under section 10 of the Local Government in Scotland Act 2003 to
conduct their significant trading operations so that income is not less than expenditure over each
three year period. The authority failed to comply with this statutory requirement for the three year
period ending 31 March 2015 in respect of their Edinburgh Catering Services - Other Catering
significant trading operation.

David McConnell, MA, CPFA
Assistant Director of Audit
Audit Scotland

4th Floor, South Suite

The Athenaeum Building

8 Nelson Mandela Place
Glasgow G2 1BT

September 2015



Appendix B: ISA 580 - Letter of Representation

David McConnell, MA, CPFA
Assistant Director of Audit
Audit Scotland

4th Floor, South Suite

The Athenaeum Building

8 Nelson Mandela Place
Glasgow G2 1BT

Dear David

City of Edinburgh Council

Annual Accounts 2014/15

1.

This representation letter is provided in connection with your audit of the financial statements of
City of Edinburgh Council for the year ended 31 March 2015 for the purpose of expressing an
opinion as to whether the financial statements give a true and fair view of the financial position of
City Edinburgh Council and its group, as at 31 March 2015 and its income and expenditure for
the year then ended.

I confirm to the best of my knowledge and belief, and having made appropriate enquiries of the
Corporate Leadership Group, the following representations given to you in connection with your
audit of City of Edinburgh Council and its group for the year ended 31 March 2015.

General

3.

| acknowledge my responsibility and that of City of Edinburgh Council for the financial
statements. All the accounting records requested have been made available to you for the
purposes of your audit. All material agreements and transactions undertaken by City of
Edinburgh Council have been properly reflected in the financial statements. All other records and
information have been made available to you, including minutes of all management and other
meetings.

The information given in the Annual Accounts, including the Management Commentary and
Remuneration Report, presents a balanced picture of City of Edinburgh Council and is consistent
with the financial statements.

| confirm that the effects of uncorrected misstatements are immaterial, individually and in
aggregate, to the financial statements as a whole. | am not aware of any uncorrected
misstatements other than those identified in the auditor's report to those charged with
governance (ISA260).



Financial Reporting Framework

6.

The financial statements have been prepared in accordance with Code of Practice on Local
Authority Accounting in the United Kingdom 2014/15 and in accordance with the requirements of
the Local Government (Scotland) Act 1973, the Local Government in Scotland Act 2003 and the
Local Authority Accounts (Scotland) Regulations 2014 including all relevant presentation and
disclosure requirements.

Disclosure has been made in the financial statements of all matters necessary for them to show a
true and fair view of the transactions and state of affairs of City of Edinburgh Council and its
group for the year ended 31 March 2015.

Accounting Policies & Estimates

8.

All material accounting policies adopted are as shown in the Statement of Accounting Policies
included in the financial statements. The continuing appropriateness of these policies has been
reviewed since the introduction of IAS 8 and on a regular basis thereafter, and takes account of
the requirements set out in the Code of Practice on Local Authority Accounting in the United
Kingdom 2014/15.

The significant assumptions used in making accounting estimates are reasonable and properly
reflected in the financial statements. There are no changes in estimation techniques which
should be disclosed due to their having a material impact on the accounting disclosures.

Going Concern

10.

The council has assessed City of Edinburgh Council's ability to carry on as a going concern, as
identified in the Statement of Accounting Policies, and have disclosed in the financial statements
any material uncertainties that have arisen as a result.

Related Party Transactions

1.

All transactions with related parties have been disclosed in the financial statements. | have made
available to you all the relevant information concerning such transactions, and | am not aware of
any other matters that require disclosure in order to comply with the requirements of IAS24, as
interpreted by the Code of Practice on Local Authority Accounting in the United Kingdom
2014/15.

Events Subsequent to the Balance Sheet Date

12.

13.

There have been no material events since the date of the Balance Sheet which necessitate
revision of the figures in the financial statements or notes thereto including contingent assets and
liabilities.

Other than as noted in the financial statements, there have be no events or transactions since

the Balance Sheet date which, though properly excluded from the financial statements, are of
such importance that they should be brought to your notice.



Corporate Governance

14. | acknowledge as Section 95 Officer my responsibility for the corporate governance
arrangements. | confirm that | have disclosed to the auditor all deficiencies in internal control of
which | am aware.

15. The corporate governance arrangements have been reviewed and the disclosures | have made
are in accordance with the Code of Practice on Local Authority Accounting in the United Kingdom
2014/15. There have been no changes in the corporate governance arrangements or issues
identified, since 31 March 2015, which require disclosure.

Fraud

16. | have considered the risk that the financial statements may be materially misstated as a result of
fraud. | have disclosed to the auditor any allegations of fraud or suspected fraud affecting the
financial statements. There have been no irregularities involving management or employees who
have a significant role in internal control or that could have a material effect on the financial
statements.

Assets

17. The assets shown in the Balance Sheet at 31 March 2015 were owned by City of Edinburgh
Council, other than assets which have been purchased under operating leases and except for
certain heritage assets which are held on long term loan to the council. Assets are free from any
lien, encumbrance or charge except as disclosed in the financial statements.

18. As noted in the accounting policies to the financial statements, it has not been possible to split
out all heritage assets belonging to the common good fund, charities or trusts. Therefore the
balance sheet may hold elements of heritage assets that belong to other entities.

Liabilities

19. All liabilities have been provided for in the books of account, including the liabilities for all
purchases to which title has passed prior to 31 March 2015.

Carrying Value of Assets and Liabilities

20. The assets and liabilities have been recognised, measured, presented and disclosed in
accordance with Code of Practice on Local Authority Accounting in the United Kingdom 2014/15.
There are no plans or intentions that are likely to affect the carrying value of classification of the
assets and liabilities within the financial statements.

Provisions

21. Provisions have been made in the financial statements for all material liabilities which have
resulted or may be expected to result, by legal action or otherwise, from events which had
occurred by 31 March 2015 and of which City of Edinburgh Council could reasonably be
expected to be aware. The amount recognised as a provision is the best estimate of the
expenditure likely to be required to settle the present obligation at 31 March 2015.

22. The council has progressed the review and billing of outstanding statutory repairs work and
during 2014/15 has written off £5.2 million in relation to irrecoverable debts. A bad debt provision



of £8.9 million exists at 31 March 2015 for non-collectability of the remaining billed and unbilled
statutory repairs work. The levels of provision are based on the most recent information on
collectability. In addition to this bad debt provision, a provision of £3.7 million exists at 31 March
2015 in relation to potential settlements arising from the process of resolving outstanding
statutory repairs complaints. These provisions are estimates based on the best information
available, and are kept under regular review.

Yours sincerely

Hugh Dunn, Head of Finance
Section 95 Officer
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MANAGEMENT COMMENTARY

Basis of Accounts

The Audited Annual Accounts presents the financial position and performance of the Council, together with
the financial position of the wider Council Group for the year to 31 March 2015.

The Annual Accounts has been prepared in accordance with the Code of Practice on Local Authority
Accounting in the United Kingdom 2014/15 and the Service Reporting Code of Practice.

Statutory Background

The City of Edinburgh Council was constituted under the Local Government, etc. (Scotland) Act 1994 and
became the unitary local authority to Scotland's capital city in April 1996. The Council brought together most
of the services delivered by the previous regional and district councils, with its primary current frontline
functions being the provision of education to school-age children within the city, social care services,
economic development, a range of community-based services such as roads maintenance, street lighting
and refuse collection and quality of life functions such as libraries, culture, recreation and parks. Services
are delivered to just under half a million citizens across the 102 square mile Council area.

Comprehensive further detail of the services provided by the Council is included on its website and within
the annual Key Facts and Figures publication.

The Council currently has 58 Councillors representing 17 wards within the city.

Political representation as of September 2015 was as follows:

Labour Party 21 members
Scottish National Party 17 members
Conservative Party 11 members
Scottish Green Party 5 members
Liberal Democrats 3 members
Independent 1 member

The Labour and Scottish National Party groups together form the Capital Coalition for the City of Edinburgh,
which is made up of 38 of the 58 Councillors.

The Capital Coalition leads the Council and fills the roles of Lord Provost, Leader of the Council and most
committee convenerships.

The Full Council meets once a month and also delegates decisions to committees which meet regularly
throughout the year.

Details of the senior councillors' remuneration and committee roles are disclosed in the Remuneration
Report from page 136 of these financial statements.


http://www.edinburgh.gov.uk/downloads/file/5556/key_facts_and_figures_booklet_2015-2016
http://www.edinburgh.gov.uk/downloads/file/5556/key_facts_and_figures_booklet_2015-2016
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http://www.edinburgh.gov.uk/downloads/file/5556/key_facts_and_figures_booklet_2015-2016

MANAGEMENT COMMENTARY

Corporate Strategy

The current Council Strategic Plan was first developed in 2012 and outlines priorities for the period 2012-17.
The plan forms the central part of the Council’s planning and performance management framework and is
reviewed and updated each year to take consideration of new developments, emerging priorities and actions.

To meet this commitment, the 2015 review of the Council Strategic Plan builds on the strategic direction set
out in the Council Transformation Programme and the ‘Organise to Deliver’ reports to refresh the approach the
plan takes to communicating the Council’s vision and purpose. This refresh is proposed in order to ensure the
plan remains fit for purpose through a period of change and promotes staff and customer engagement. The
plan seeks to embody clearly and promote the Council values of putting the customer first, being forward-
thinking, working together and being honest and transparent. The framework is also intended to demonstrate
a clear line of sight to the Capital Coalition pledges, Edinburgh Partnership Community Plan, the Corporate
Transformation Programme and more operational delivery plans spanning the Council’s service areas.

The draft Council Business Plan for 2015/18 therefore adopts a single vision for the city, shared with all
Council partners. To deliver this vision, the plan sets out overlapping strategic themes common to the work of
all service areas. These themes set out a commitment for the Council to:

* Improve quality of life
» Ensure economic vitality, and
* Build excellent places.

Across all of these themes, the plan sets out a further common commitment to provide best value and to
deliver lean and agile Council services.

Council Vision for 2015-2018

Edinburgh is a thriving, sustainable capital city in which all forms of
deprivation and inequality are reduced

To deliver this vision, Council services focus their work around three overlapping strategic themes

Improve Ensure

quality of life economic vitality

Across all these themes we aim to:

Deliver lean and agile Council services

Within these themes, the plan also provides an overview of key priority outcomes for the Council, linked to
priorities set out in existing service plans and strategies and to key priorities emerging from customer
consultation and engagement work.


http://www.edinburgh.gov.uk/download/downloads/id/3431/council_strategic_plan_2012-2017
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Risks and Uncertainty

In 2012, an external review of the Council’s risk management arrangements concluded that they were
inadequate for an organisation of its size, nature and complexity. The co-sourcing arrangements for the
internal audit and risk management service subsequently put in place by the Director of Corporate
Governance therefore sought to enhance the Council’s capacity and capability in this area and the extent
of improvement has been noted in successive external assessments.

Robust risk management ensures that the Council’s agreed outcomes, pledges, objectives and service
delivery are achieved more effectively and efficiently and that performance will be improved through better-
informed decision-making and reduced uncertainty. To this end, a Risk Management Policy and
Framework was approved by the Governance, Risk and Best Value Committee in March 2015. This policy
sets out the Council’s approach to risk management and the activities and responsibilities required to
ensure that risk management is embedded comprehensively and consistently across the Council.

Robust risk management is based on a cycle of regular review and update which should be evidenced in
risk registers held and maintained by the Corporate Leadership Group (CLG), Service Area senior
management teams (SMTs) and, below this, in teams as required by the SMT. Every quarter, service
area and CLG risk committees review and challenge the issues and risks arising and update their risk
registers appropriately. The CLG and Chief Risk Officer also report on risks and risk management to the
Governance, Risk and Best Value Committee which is charged with monitoring the effectiveness of the
Council’s risk management arrangements, including monitoring internal financial control, corporate risk
management and key corporate governance areas. The most recent such update was considered by the
Committee on 5 March 2015, setting out the highest-priority risks of the Council, alongside the key controls
in place to mitigate them.

The highest-assessed inherent risks i.e. the most significant risks had there been no plans in place to
manage them, were:

e the Council has insufficient resources to structure and maintain a capital portfolio that is fit-for-purpose
and meets health and safety standards now and in the future;

e the affordability and delivery of the Adult Social Care service, particularly in light of expected
demographic changes, could impact on the outcomes and care for the people of Edinburgh;

e the IT infrastructure is not fit for purpose and does not meet the present or future needs of the Council,
impacting on the Council’s ability to deliver services as expected,;

e the Council’s transformational change agenda is not implemented effectively with support from elected
members and trade unions, resulting in a failure to meet service delivery outcomes and impacting on
cost reductions and staff morale;

e the Council does not generate sufficient savings to meet budget targets in the short and longer term,
resulting in under-delivery of key services.

The report therefore also set out a range of current, and proposed further, mitigating actions in assessing
the residual level of risk to which the Council is exposed.
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Results for the year

While the Council is required by statute to report publicly on its performance across a range of areas set
out by the Accounts Commission, a suite of additional measures, aligned to the Council’s priorities,
continues to be reported on a monthly basis to the Corporate Leadership Group and half-yearly to the
Corporate Policy and Strategy Committee and relevant Executive Committees. This thematic reporting is
intended to complement financial data in giving a more rounded and informed picture of overall
performance. Progress is tracked against around forty key indicators covering the full range of Council
services, with both absolute levels and trends in performance analysed to identify areas for remedial action
and / or dissemination of best practice. Edinburgh-specific performance data for 2014/15 has also been
provided through a range of other channels, including the Edinburgh People Survey, audits and
inspections. Performance against a range of local-level, "quality of life" indicators is in addition monitored
on a regular basis, with corresponding areas for improvement identified.

Financial Ratios
Financial ratios relating to Council Tax, debt and borrowing are shown below.

Council Tax 2014/15 2013/14

In-year collection rate 95.40%| 94.70%|This shows the % of Council Tax collected during
the financial year that relates to bills issued for that
year. It does not include collection of funding
relating to previous financial years.

Council Tax income as a 24.78%| 24.88%|This shows the proportion of total funding that is
percentage of overall funding derived from Council Tax.

Debt and Borrowing - Prudence

Capital Financing Requirement |£1,726.0m|£1,728.5m|The capital financing requirement represents the
underlying need to borrow to fund expenditure on
assets. Financing costs are provided for within the
Council's Long-Term Financial Plan. Further
details of the capital financing requirement can be
seen in note 39 to the Financial Statements.

External debt levels £1,677.2m|£1,670.6m|External debt levels include long-term,
commitments in respect of finance leases (mainly
schools provided through PPP schemes) together
with borrowing undertaken to finance capital
expenditure.

External debt levels are lower than the capital
financing requirement as the Council has adopted
a position of under borrowing, as set out in the

Treasury Strategy.
Debt and Borrowing - Affordability
Financing costs to net revenue 11.94%]| 11.94%]|These ratios show the proportion of total revenue
stream - General Fund funding that is used to meet financing costs. The
ratios exclude any voluntary repayments of debt
Financing costs to net revenue 34.43%| 36.44%|made during the year.
stream - HRA
Impact of capital investment on 0.96% 0.18%|These ratios show incremental impact of financing
Council Tax costs (the increase in financing costs from the
previous financial year) as a percentage of Council
Impact of capital investment on -0.10% 1.03%|Tax, in respect of costs payable through the
house rents General Fund and house rents for the HRA.
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Financial Performance

Revenue - General Fund

The Council's financial performance is presented in the Comprehensive Income and Expenditure Statement,
which can be seen on page 18. This statement has been prepared using International Financial Reporting
Standards. To show the net position of the Council, it is necessary to adjust the Comprehensive Income and
Expenditure Statement for statutory items that require to be taken into account in determining the position on
the General Fund and Housing Revenue Account for the year. These are shown in the Movement in
Reserves Statement (pages 14 to 16).

The outturn position for the General Fund, excluding accounting practice adjustments, compared to budget is
summarised below. Further details have been provided in the report to the Finance and Resources
Committee in August 2015, which is available on the Council's website.

(Under)

Budget Actual / Over

2014/15 2014/15 Spend

£000 £000 £000

General Fund services 850,075 855,609 5,534
Dividend income (net) (8,000) (8,437) (437)
Loans charges / interest on revenue balances 118,165 114,819 (3,346)
Net contribution to earmarked balances (1,827) 723 2,550
Total expenditure to be funded 958,413 962,714 4,301
Council Tax (234,591) (238,696) (4,105)
Council Tax Reduction Scheme 26,597 25,785 (812)
Total - Council Tax income account (207,994) (212,911) (4,917)
Community Charge income 0 (65) (65)
General revenue funding (386,311) (386,311) 0
Distribution from non-domestic rate pool (364,108) (364,108) 0
Funding (958,413) (963,395) (4,982)
Transfer to Council Priorities Fund 0 (681) (681)

Fees and charges levied by the Council have been offset against the cost of providing services and are
included within the actual cost of General Fund Services shown above.

Budget performance - General Fund

Four of the Council's five main service areas maintained expenditure within approved levels during the year.
This was achieved despite on-going increases in demand across a number of areas influenced by
demographics and wider social change, including early years and primary school provision and services for at-
risk children and older people. While there is clear evidence that the position is improving, economic
conditions continue to place additional calls upon welfare-related services whilst also exerting an element of
downward pressure on fees and charges income. Recent changes in UK-wide welfare reforms have, in
general terms, also increased benefits processing and appeals volumes, as well as contributing to an
increase in the overall level of housing rent arrears.

The main variances in the Council's outturn position arose in the following areas:

e An overspend within General Fund services of £5.534m. Within this amount, all services except Health
and Social Care returned small underspends against their approved budgets. The additional costs relate
mainly to Health and Social Care demand pressures, with these being met from underspends / additional
income from other areas of the Council's budget.

e Areduction of £3.346m on loan charges / interest received, mainly as a result of the Council's planned
strategy not to undertake borrowing to finance capital investment during the year.
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e Additional Council Tax receipts, compared to budget, of £4.105m, mainly as a result of additional
properties on which tax can be levied, and a reduction in exemptions. A further saving of £0.812m
compared to budget was achieved on the Council Tax Reduction Scheme (formerly Council Tax

Benefit).

e The Council transferred a net sum of £0.723m to reserves during 2014/15. This includes monies

returned from the equal pay provision, which have been set aside in the earmarked balance for

contingency funding and workforce management, as shown in note 10.1.

e The surplus of £0.681m returned in 2014/15 was transferred to the Council Priorities Fund, which forms
part of the earmarked proportion of the General Fund for contingency funding, as detailed in note 10.1.

Principal Sources of Funding - General Fund

The principal sources of funding used by the Council during the year were:

Council Tax / Community Charge income (net of Council Tax Reduction Scheme)

General revenue funding
Distribution from non-domestic rates pool

Total

Reconciliation to Amounts Reported for Resource Allocation Decisions
Note 32 to the Annual Accounts shows the amounts reported for resource allocation decisions. The
service income and expenditure shown in note 32 can be reconciled back to the total shown for General

Fund services as follows:

£000
212,976
386,311

364,108
963,395

Net
Expenditure Income Expenditure = Budget
£000 £000 £000 £000
Children and Families 415,268 (23,875) 391,393 391,393
Corporate Governance 120,903 (39,825) 81,078 81,529
Economic Development 17,589 (5,136) 12,453 12,479
Health and Social Care 285,275 (75,038) 210,237 204,359
Lothian and Borders Valuation Joint Board 3,745 0 3,745 3,745
Services for Communities 385,668 (248,352) 137,316 137,316
Net cost of housing benefits 229,642 (202,248) 27,394 29,580
Other non-departmental specific income 15,292 2,486 17,778 16,271
and expenditure
1,473,382 (591,988) 881,394 876,672
General Fund services (as shown on page 6) 855,609
Council Tax Reduction Scheme (as shown on page 6) 25,785
881,394

Classification of Community Safety Expenditure

In accordance with guidance issued by LASAAC in December 2014, the Council has not reclassified
Community Safety expenditure as Housing Services. The following figures which relate to Community

Safety are included in Environmental Services within the Comprehensive Income and Expenditure

Statement. Relevant expenditure relates to crime reduction (payments to Police Scotland) and CCTV

costs.

Relevant Community Safety expenditure included in Environmental Services

201314
£000
3,437

2014/15
£000
3,461
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Reserves - General Fund
The Council's General Fund reserves comprise two elements:

e The unallocated General Fund; and
e Balances earmarked for specific purposes.

The unallocated General Fund is held against the risk of unanticipated expenditure and/or reduced income
arising in any particular year. The level on this reserve is reviewed annually by the Council as part of the
revenue budget process. This review considers the level of balances held, the financial risks which could be
realised and the arrangements in place to manage these.

The latest review was in February 2015, as part of the 2015-2016 budget setting process. The unallocated
General Fund balance remains at £13.025m, which equates to 1.36% of the annual budgeted net
expenditure. There were no planned contributions to the unallocated General Fund for 2014/15.

In addition, the Council has a further £104.452m of balances earmarked for specific purposes. Details can
be seen in note 10 to the Financial Statements. These are held for a number of reasons:

e Balances set aside for specific financial risks which are likely to arise in the medium term future.
Examples include monies earmarked for equal pay and the insurance fund. The Council holds £56.424m
against these future risks.

e Balances set aside, primarily from grant income, due to timing differences between the receipt of the
grant income and the planned expenditure thereof. The Council holds £38.705m of income which has
been received in advance of planned expenditure.

e Balances set aside to enable the Council to undertake investment in specific projects which will deliver
savings in future years. These savings are used, initially, to reimburse the earmarked balances. The
Council holds £8.269m of balances for such projects.

e Balances held under the School Board Delegation Scheme (DSM), which permits balances on individual
school budgets to be carried forward to the following financial year. The current balance is £1.054m.

In summary, the level of reserves at 31 March 2015, together with the forward strategy, are considered
appropriate in view of the financial liabilities and risks likely to face the Council in the short to medium term.

Housing Revenue Account

The Council has a statutory obligation to maintain a housing revenue account (HRA) which records all
income and expenditure for the management of, and investment in, Council homes. All expenditure on
homes let by the Council is funded through the rent and related service charges paid by its tenants.

The HRA Business plan supports delivery of the City Housing Strategy by:

e providing high quality housing services to tenants;

e improving the quality of existing homes to meet the Scottish Housing Quality Standard by 2015; and

e building new, energy efficient affordable homes to address the shortage of affordable housing in the city.

Since 2006/07, the HRA has been supported by a rent strategy of annual rent increases to ensure that there
was a robust financial framework for delivering the capital investment required to meet the Scottish Housing
Quality Standard by 2015. Throughout 2014/15 the Council consulted tenants on their priorities for future
investment and rent levels to inform the rent strategy from 2015 onwards.

At the end of 2014/15, the HRA was balanced after making a contribution of £2.503m to the Renewal and
Repairs Fund, via the General Fund. These funds are earmarked for future capital investment in new
homes through 21st Century Homes and as a contingency to manage the impact of welfare reform. In line
with the HRA business plan, an additional £6.1m of debt was paid off in-year.

HRA income pays for housing management services and repairs and maintenance. It also meets the cost of
servicing borrowing required for capital investment. Feedback from Council tenants shows a high level of
satisfaction with the housing and repairs services, the quality of their homes and the neighbourhoods they
live in. Benchmarking shows these results put Edinburgh in the top three Scottish local authority landlords
and are as good as, if not better than, the results of other similar sized social landlords across the UK.


http://www.edinburgh.gov.uk/download/meetings/id/46146/item_42c_-_risks_and_reserves_-_referral_from_the_finance_and_resources_committee
http://www.edinburgh.gov.uk/download/meetings/id/46146/item_42c_-_risks_and_reserves_-_referral_from_the_finance_and_resources_committee
http://www.edinburgh.gov.uk/download/meetings/id/46146/item_42c_-_risks_and_reserves_-_referral_from_the_finance_and_resources_committee
http://www.edinburgh.gov.uk/download/meetings/id/46146/item_42c_-_risks_and_reserves_-_referral_from_the_finance_and_resources_committee
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Housing Revenue Account - continued

The capital programme supports investment in current homes and funds the construction of new affordable
homes. The capital programme is funded mainly through prudential borrowing; however capital receipts,
capital funded from current revenue and grants (Home Energy Efficiency Programme Scotland) also
contribute to capital investment.

Significant progress was made during 2014/15. The Council now complies with the requirements of the
Scottish Housing Quality Standard (SHQS). Around 3,000 homes are currently classed as in abeyance,
where tenants or neighbours have not agreed to participate in improvements works, these are being
prioritised. Significant progress has also been made in delivering new homes through the 21st Century
Homes programme. Over 800 new affordable homes are either under construction or in development and a
further 400 affordable homes are planned.

The HRA Business Plan is managing emerging risks for future years by reducing revenue costs where
possible and ensuring adequate contingency to manage these risks. Actions to manage risk include:

e Robust performance management and benchmarking to allow for comparisons of costs and performance
with similar landlords;

e Build uncommitted contingency over coming years to ensure the HRA can react to and absorb short-term
impacts on income reduction from welfare reform and support other unforeseen expenditure;

e Reducing the repairs budget, whilst maintaining performance to generate revenue savings;

e Repaying debt to generate revenue savings; and

e Increasing the provision for rent arrears and bad debt to manage the impact of welfare reform.

Capital Expenditure

Capital expenditure is controlled through the Prudential Code that provides the framework for investing in
infrastructure. In Scotland, local authorities are required by regulation to comply with the Prudential Code
under Part 7 of the Local Government (Scotland) Act 2003. The key objectives of the Prudential Code are to
ensure that capital plans are affordable, prudent and sustainable and that treasury decisions are taken in
accordance with professional guidance and best practice.

In addition, capital plans must be consistent with, and support, local strategic planning, local asset
management planning and proper option appraisal.

The outturn position for capital expenditure is summarised below:

Revised

Budget Actual (Slippage) /

2014/15 2014/15 Acceleration
Capital expenditure £000 £000 £000
General Fund services 141,735 150,827 9,092
Housing Revenue Account 45,726 37,309 (8,417)
Total capital expenditure 187,461 188,136 675
Capital receipts and other contributions
- General Fund services (29,066) (32,863) (3,797)
- Housing Revenue Account (9,872) (13,228) (3,356)
Government and other grants
- General Fund services (86,949) (86,989) (40)
- Housing Revenue Account (4,219) (4,260) (41)
Total capital income (130,106) (137,340) (7,234)
Balance to be funded through borrowing
- General Fund services 25,720 30,975 5,255
- Housing Revenue Account 31,635 19,821 (11,814)
Total advances from loans fund 57,355 50,796 (6,559)

Expenditure on General Fund services accelerated in total by £9.092m. Accelerated spend related mainly to
asset management works projects across the Council estate. Expenditure on the Housing Revenue
Account slipped by £8.417m.
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Capital Expenditure - continued

The Council received £57.675m of general capital grant. The support provided through general capital
grant enables the Council to direct resources to its own priorities.

Capital expenditure for the year totalled £188.136m. Major capital projects undertaken during the year
included:

® Investing in new council homes and enhancing existing assets through the Housing Revenue Account
programme - £37.309m,;

e Providing funding for homes for mid market rent from private developers through the National Housing
Trust - £9.696m;

e Social housing through the housing development fund - £28.512m;

e Tram works, roads and other infrastructure - £34.867m;

e Health and Social Care establishments - £5.199m;

e Educational properties - £28.279m; and

e Recreational venues (including libraries, parks and open spaces) - £5.419m.

The economic climate has seen some improvement in the property market and this in turn has positively
impacted on the Council's ability to raise income to fund capital projects through the sale of assets.

The chart below shows how the General Fund and HRA capital programmes were funded. As can be seen,
27% of the programme was funded through additional borrowing.

Funding Capital Expenditure

Government
and other
. grants
Borrowing - 33%
HRA

11%

Borrowing - General
Fund
16%

Housing development
funding
Developers and other 15%
bodies' contributions

13% Asset sales

9%
Asset sales-houses
3%

Group Accounts

The Council's arm's-length companies have also been affected by the economic climate. A number of the
companies are involved in the property market and have seen the values of their property portfolios
decrease as a direct result of the current economic conditions. In June 2014 the Council agreed a
restructuring of its property companies. Waterfront Edinburgh Ltd, Parc Craigmillar Ltd and Shawfair Land
Ltd became wholly owned subsidiaries of the EDI Group Ltd to ensure that there is a coherent strategy
across the companies and to improve corporate governance.
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Group Accounts - continued

Net assets for 2014/15 include a combined group pension liability of £748.313m, as shown in note 43.9. This
reflects the inclusion of pension liabilities relating to Council, other employees, including subsidiary companies
and the incorporation of Lothian and Borders Valuation Joint Board as an associate within the group. This
exceeds the value of distributable reserves held by the Group. It should be noted that this is a snapshot of the
position at 31 March 2015. The actuarial valuation, which takes a longer term view, will consider the appropriate
employers' contribution rates and these, together with employee contributions and revenues generated from fund
investments, will be utilised to meet the financing of these liabilities. It is therefore appropriate to adopt a going
concern basis for the preparation of the group financial statements.

Performance Overview

The Council's Best Value Audit report was published in May 2013 and recognised a range of improvements since
the previous assessment in 2007, including good progress in improving outcomes for people and communities. In
concluding that the Council's finances were well managed, the report nonetheless highlighted significant risks and
uncertainties and, in light of these, the paramount importance of identifying savings that were both achievable
and delivered.

A follow-up audit was undertaken in summer 2014, with the Controller of Audit's findings reported to the Council
in December.

These findings noted improvements in a number of frontline services that had been highlighted in the May 2013
report, as well as to the Council's wider governance arrangements, risk management and internal audit functions.
Despite progress in these areas, the report noted with concern that a means of fully addressing the Council's
savings gap remained to be found, as well as the continued lack of a comprehensive workforce strategy and
shortcomings in information and communications technology arrangements. Since publication of the follow-up
report, the Council has developed its transformation plan which, alongside a greater focus on prioritisation of key
services, will address its overall savings requirements going forward. A workforce strategy was approved by the
Finance and Resources Committee in March 2015, with work to secure, from April 2016, improvements to the
Council's information and communications technology through service reprocurement also well-advanced.

Under Section (1) (1) (a) of the Local Government Act 1992, the Accounts Commission has a statutory power to
define the performance information that councils must publish locally in the following financial year with a view to
facilitating comparison over time within, and across, authorities. The approach adopted in recent years has been
largely non-prescriptive, with councils encouraged to develop their own comprehensive performance data sets,
building on the Scotland-wide Local Government Benchmarking Framework to promote performance
improvement and the targeting of resources to areas of greatest impact.

Due to the time required for calculation, verification and publication of Scotland-wide figures, provisional 2014/15
data will not be available in sufficient time for inclusion in the unaudited or audited annual accounts. An overview
of the Council's 2013/14 performance against the sixty efficiency- and outcome-related indicators comprising the
framework and other relevant indicators as they related to the Council’s then five strategic themes has, however,
been produced, as well as more detailed briefings on the framework’s seven elements. These briefings analyse
not only existing performance but, more importantly, consider areas for improvement and planned or proposed
actions to address these.

Comprehensive detail of both Council-wide and service-specific performance is also available on the Council’s
website.

Progress in delivering the Capital Coalition's pledges is furthermore reported to Council on a six-monthly basis.
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Future Developments

The one notable exception to the overall balanced position in 2014/15 was Health and Social Care, where
underlying demand-led pressures contributed to a significant overspend. Urgent action, including
commissioning an external review of financial performance, has therefore been instructed with a view to
returning the service to a sustainable position in advance of full integration with health services from April
2016. Reconciling increasing service demand with reducing resources more generally remains the
Council’s main short- to medium-term challenge in delivering its priority outcomes; while expenditure
demands are expected to increase by around 15% by 2018/19, overall resources available through
Government Grant funding, Non-Domestic Rates and Council Tax are forecast to remain broadly static over
this period. As a result, it is estimated that the Council needs to save at least £107m over the five-year
period to 2019/20. At the same time, councils are at the centre of a wider public service reform programme,
not only in the area of welfare-related changes but also more fundamental structural transformation resulting,
for example, from health and social care integration. There is therefore a need to go beyond incremental,
efficiency-driven measures (although these are clearly still important) and consider more transformational
options for service delivery whilst aligning available resources more closely to the Council’s priority
outcomes.

To this end, the Council has established a transformation programme, an overview of which was reported to
the Corporate Policy and Strategy Committee on 12 May 2015. This programme is geared towards building
a lean and agile organisation, centred on customers, services and communities, and underpinned by
significant investment to deliver both service benefits and financial savings.

Health and Social Work Integration
The Public Bodies (Joint Working) (Scotland) Bill
The Public Bodies (Joint Working) (Scotland) Bill was given Royal Assent by the Public Bodies Act.

The Edinburgh Integration Scheme has been signed off by the Minister and the Order will be laid before the
Scottish Parliament before the summer recess.

Governance
Currently joint National Health Service (NHS) and CEC governance arrangements are the Edinburgh
Partnership Board, Edinburgh Partnership Executive and the Health and Social Care Partnership.

Joint Boards chaired by senior officers have also been established below this level and there are a number
of steering and project boards supporting Integration.

A pan-Lothian National Health Service Lothian Finance and Resources Group has been established,
comprising S95 officers from Lothian councils and senior finance officers in NHS which will consider the
financial framework of the new Integrated Joint Board.

Programme

It is estimated that the new Health and Social Care Partnership will encompass a combined budget of
around £400-500 million of which approximately £200 million is currently Council budget. This brings
together existing budgets from the Health and Social Care Service in the Council as well as those from NHS
Lothian’s Community Health Partnership. These budgets will be delegated to the Integrated Joint Board for
governance, planning and resourcing purposes. The Strategic (Commissioning) Plan will identify how the
resources are to be spent to deliver on the national outcomes and how the balance of care will be shifted
from institutional to community-based settings.

Work is progressing on the key steps required to establish the Integrated Joint Board to allow it to get ready
for the delegation of functions and resources. This includes a variety of tasks agreed in the Scheme and
development of the Strategic Plan.

A detailed risk log is maintained for the Integration Programme and reported through the status reporting
process to the Shadow Health and Social Care Partnership and through the Corporate Programmes Office
reporting procedure.

ANDREW KERR HUGH DUNN, CPFA ANDREW BURNS
Chief Executive Head of Finance Council Leader
24 September 2015 24 September 2015 24 September 2015
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STATEMENT OF RESPONSIBILITIES FOR THE
ANNUAL ACCOUNTS

The Authority's Responsibilities
The Authority is required:

e to make arrangements for the proper administration of its financial affairs, including group interests,
and to secure that the proper officer of the authority has the responsibility for the administration of
those affairs (section 95 of the Local Government (Scotland) Act 1973). In this Authority, that officer is
the Head of Finance.

e to manage its affairs to secure economic, efficient and effective use of its resources and safeguard its
assets.

e ensure the Annual Accounts are prepared in accordance with legislation (The Local Authority
Accounts (Scotland) Regulations 2014), and so far as is compatible with that legislation, in accordance
with proper accounting practices (section 12 of the Local Government in Scotland Act 2003).

e approve the Annual Accounts for signature.

I confirm that these Annual Accounts were approved for signature by the Finance and Resources
Committee at its meeting on 24 September 2015.

ANDREW BURNS
Council Leader

24 September 2015

The Head of Finance's responsibilities

The Head of Finance is responsible for the preparation of the Authority's Annual Accounts in accordance
with proper practices as required by legislation and as set out in the CIPFA / LASAAC Code of Practice
on Local Authority Accounting in the United Kingdom (the Accounting Code).

In preparing the Annual Accounts, the Head of Finance has:

e selected suitable accounting policies and then applied them consistently;
e made judgements and estimates that were reasonable and prudent;
e complied with legislation; and

e complied with the Local Authority Accounting Code (insofar as it is compatible with legislation), except
where stated in the Policies and Notes to the Accounts.

The Head of Finance has also:

e kept proper accounting records which were up to date;

e taken reasonable steps for the prevention and detection of fraud and other irregularities.

Annual Accounts

| certify that the financial statements give a true and fair view of the financial position of the Council and
its Group at the reporting date and the transactions of the Council and its Group for the year ended 31

March 2015.

HUGH DUNN, CPFA
Head of Finance

24 September 2015
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MOVEMENT IN RESERVES STATEMENT

This statement shows the movement in the year on the different reserves held by the Council and its Group
members. Reserves are analysed into 'usable reserves' (i.e. those that can be applied to fund expenditure or
reduce local taxation), most of which is already earmarked and other, unusable reserves. The surplus or
deficit on the provision of services line shows the true economic cost of providing the Group's services, more
details of which are shown in the Group Comprehensive Income and Expenditure Statement. These are
different from the statutory amounts required to be charged to the General Fund balance and the Housing
Revenue Account for Council Tax setting and dwelling rent setting purposes. The net increase / decrease
before transfers to earmarked reserves line shows the statutory General Fund and Housing Revenue Account
balances before any discretionary transfers to or from earmarked reserves undertaken by the Council. Group

reserves are shown as either usable or unusable reserves.

2014/15
Balance at 31 March 2014
Movement in reserves during 2014/15
Surplus or (deficit) on the provision of services

Other Comprehensive Income and Expenditure

Total Comprehensive Income and Expenditure

Adjustments between accounting basis and
funding basis under regulations (Note 9)

Net (increase) / decrease before transfers to
statutory reserves

Transfer (to) / from other statutory reserves (Note 10.3)
Minority interest and other consolidation adjustments
Increase / (decrease) in year

Balance at 31 March 2015

2014/15

Balance at 31 March 2014

Movement in reserves during 2014/15
Surplus or (deficit) on the provision of services
Other Comprehensive Income and Expenditure

Total Comprehensive Income and Expenditure

Adjustments between accounting basis and
funding basis under regulations (Note 9)

Net (increase) / decrease before transfers to
statutory reserves

Transfer (to) / from other statutory reserves (Note 10.3)
Minority interest and other consolidation adjustments

Increase / (decrease) in year

Balance at 31 March 2015

14

Housing  Renewal
General Revenue and Capital
Fund Account Repairs Receipts
Balance Balance Fund Reserve
£000 £000 £000 £000
123,309 0 21,936 0
(4,301) 17,476 0 0
0 0 0 21,479
(4,301) 17,476 0 21,479
7,629 (14,973) 0 (21,479)
3,328 2,503 0 0
(9,161) (2,503) 12,868 0
0 0 0 0
(5,833) 0 12,868 0
117,476 0 34,804 0

Capital Council's
Grants Total Group
Unapplied Capital Usable Usable
Account Fund Reserves Reserves
£000 £000 £000 £000
1,994 25,835 173,074 23,192
0 0 13,175 6,350
0 11,298 32,777 (27,719)
0 11,298 45,952 (21,369)
2,355 0 (26,468) 307
2,355 11,298 19,484 (21,062)
0 (1,206) ) 7,678

0 0 0
2,355 10,092 19,482 (13,384)
4,349 35,927 192,556 9,808
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Total Council's Group
Usable Unusable Unusable Total
Reserves Reserves Reserves Reserves
2014/15 £000 £000 £000 £000
Balance at 31 March 2014 196,266 1,612,466 108,949 1,917,681
Movement in reserves during 2014/15
Surplus or (deficit) on the provision of services 19,525 0 0 19,525
Other Comprehensive Income and Expenditure 5,058 (185,180) (1,859) (181,981)
Total Comprehensive Income and Expenditure 24,583 (185,180) (1,859) (162,456)
Adjustments between accounting basis and
funding basis under regulations (Note 9) (26,161) 26,468 (307) 0
Net (increase) / decrease before transfers to
statutory reserves (1,578)  (158,712) (2,166) (162,456)
Transfer (to) / from other statutory reserves (Note 10.3) 7,676 2 (7,676) 2
Minority interest and other consolidation adjustments 0 0 0 0
Increase / (decrease) in year 6,098 (158,710) (9,842) (162,454)
Balance at 31 March 2015 202,364 _ 1,453,756 99,107 _ 1,755,227
Housing Renewal
General Revenue and Capital
Fund Account Repairs Receipts
Balance Balance Fund Reserve
2013/14 Comparative Data £000 £000 £000 £000
Balance at 31 March 2013 105,996 0 30,748 0
Movement in reserves during 2013/14
Surplus or (deficit) on the provision of services (27,930) (18,545) 0 0
Other Comprehensive Income and Expenditure 0 0 0 16,707
Total Comprehensive Income and Expenditure (27,930) (18,545) 0 16,707
Adjustments between accounting basis and
funding basis under regulations (Note 9) 30,290 22,843 0 (16,707)
Net (increase) / decrease before transfers to
statutory reserves 2,360 4,298 0 0
Transfer (to) / from other statutory reserves (Note 10.3) 14,953 (4,298) (8,812) 0
Minority interest and other consolidation adjustments 0 0 0 0
Increase / (decrease) in year 17,313 0 (8,812) 0
Balance at 31 March 2014 123.309 0 21,936 0
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MOVEMENT IN RESERVES STATEMENT

Capital Council's Restated
Grants Total Group
Unapplied Capital Usable Usable
Account Fund Reserves Reserves
2013/14 Comparative Data £000 £000 £000 £000
Balance at 31 March 2013 7,030 18,873 162,647 8,687
Movement in reserves during 2013/14
Surplus or (deficit) on the provision of services 0 0 (46,475) 4,505
Other Comprehensive Income and Expenditure 0 8,805 25,512 17,894
Total Comprehensive Income and Expenditure 0 8,805 (20,963) 22,399
Adjustments between accounting basis and (5,037) 0 31,389 252
funding basis under regulations (Note 9)
Net (increase) / decrease before transfers to
statutory reserves (5,037) 8,805 10,426 22,651
Transfer (to) / from other statutory reserves (Note 10.3) 1 (1,843) 1 (8,146)
Minority interest and other consolidation adjustments 0 0 0 0
Increase / (decrease) in year (5,036) 6,962 10,427 14,505
Balance at 31 March 2014 1,994 25,835 173.074 23,192
Total Council's Group
Usable Unusable Unusable Total
Reserves Reserves Reserves Reserves
2013/14 Comparative Data £000 £000 £000 £000
Balance at 31 March 2013 171,334 1,682,410 (1,306,506) 547,238
Movement in reserves during 2013/14
Transfer of Police and Fire Services to central 0 0 1,412,688 1,412,688
government
Surplus or (deficit) on the provision of services (41,970) 0 0 (41,970)
Other Comprehensive Income and Expenditure 43,406 (38,554) 697 5,549
Total Comprehensive Income and Expenditure 1,436 (38,554) 1,413,385 1,376,267
Adjustments between accounting basis and
funding basis under regulations (Note 9) 31,641 (31,389) (252) 0
Net (increase) / decrease before transfers to
statutory reserves 33,077 (69,943) 1,413,133 1,376,267
Transfer (to) / from other statutory reserves (Note 10.3) (8,145) Q) 8,146 0
Minority interest and other consolidation adjustments 0 0 (5,824) (5,824)
Increase / (decrease) in year 24,932 (69,944) 1,415,455 1,370,443
Balance at 31 March 2014 196,266 _ 1,612,466 108,949 _ 1,917,681
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GROUP COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT

This statement shows the accounting cost in the year of providing services for the Group in accordance with
generally accepted accounting practices, rather than the amount to be funded from taxation. The Council
raises taxation to cover its expenditure in accordance with regulations; this may be different from the
accounting cost. The taxation position is shown in the Movement in Reserves Statement.

for the year ended 31 March 2015

2013/14
£000

343,151
320,540
1,265
36,415
51,537
70,753
58,121
33,189
11,540
18,820
8,067
204
1,724

955,326
4,221
110,758

(1,028,335)

41,970
(49,212)

(25,871)

86,492

(16,958)

(5,549)

36,421

SERVICES

Education Services

Social Work

Housing Revenue Account

Other Housing Services

Cultural and Related Services

Environmental Services

Roads and Transport

Planning and Development

Corporate and Democratic Core

Non-Distributed Costs

Services to the Public

Other Income and Expenditure

Associates and Joint Ventures Accounted
for on an Equity Basis

COST OF SERVICES

Other Operating Expenditure

Financing and Investment Income and Exp.
Taxation and Non-Specific Grant Income
SURPLUS ON PROVISION OF SERVICES

Surplus on Revaluation of Non-Current

Assets

Return on assets excluding amounts incl.
in Financing and Investment Inc / Exp

Changes in Financial and Demographic
Assumptions / Other Experience

Other Unrealised (Gains) / Losses
Other Comprehensive Income and Expend.

TOTAL COMPREHENSIVE
EXPENDITURE

Notes

11.

13.

Gross Net
Expend. Income Expend.
£000 £000 £000
364,953 (24,502) 340,451
396,772 (73,524) 3