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INTRODUCTION 

 

 

Welcome to Rochdale BC’s Budget Report covering the years 2015/16 to 2017/18. 

 

The Budget report’s format, presentation and content are designed to provide the reader with a 

summary of Rochdale’s Revenue and Capital plans for the coming years. It is designed to provide the 

reader with key financial information in relation to the services provided by the Council. 

 

This document is produced in line with the Council’s Medium Term Financial Strategy and identifies 

the saving proposals, including Value for Money. 

 

The Budget Report is a tool for a range of internal and external stakeholders including managers, 

Councillors, partners and the general public, who require information about individual services. The 

financial ledger provides the main source of information to managers for monitoring budgets and 

will be updated with the 2015/16 budget after Budget Fixing Council. 

 

The revenue budget for 2015/16 and provisional budgets for 2016/17 and 2017/18 have been 

included for each individual service. Further information regarding the services provided by the 

Council can be found on the Council’s website: http://www.rochdale.gov.uk/default.aspx?page=130 

 

The capital programme for 2015/16 and an indicative programme for 2016/17 to 2017/18 have 

been included within each service. A description of the capital scheme and the objectives to be 

achieved are provided. 

 

If you require any further information in relation to this Budget Report please contact: 

 

Helen Zammit 

Finance Manager 

Finance Services 

Floor 2 

Number One Riverside 

Smith Street 

Rochdale 

OL16 1XU 

 

Telephone: 01706 925413 

Fax:  0844 963 2312 

Email:   helen.zammit@rochdale.gov.uk 
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REVENUE BUDGET 2015/16 & PROVISIONAL ESTIMATES 2016/17 - 2017/18 

 
1 BACKGROUND 
 

1.1 The Government’s Finance Settlement for 2015/16, announced on 4th February 
2015, included £0.442m additional resources for the Council, in comparison to the 
provisional finance settlement announced in December 2014. 
 

1.2 The budget update reports presented to Cabinet have incorporated a number of 
assumptions regarding the budget.  These assumptions have been reviewed and 
updated through the budget process following more timely information being 
available.  These revised assumptions have been approved by Cabinet and 
incorporated into the budget. Further details are provided at Appendix 2. 
 

1.3 There is a statutory requirement to set a balanced budget under the Local 
Government Finance Act 1992, Section 32, by 11th March in the preceding year. 
 

1.4 Under part 2 sections 25 of the Local Government Act, the Chief Finance Officer 
(currently the Director of Finance) is required to report on the robustness of the 
estimates made for the purpose of the budget, the tax setting calculations and the 
adequacy of the proposed financial balances.  This is considered at Appendix 6A. 
 

1.5 Under part 2 of the Local Government Act there are also further requirements in 
relation to setting the minimum levels of reserves, reporting on the adequacy of 
specific reserves and a statutory requirement for budget monitoring.  Members are 
required to take account of this when determining the budget requirement. This is 
considered at Appendix 6C. 
 

1.6 There is also a requirement to consider the overall affordability of the Council’s 
revenue and capital plans when determining the prudential indicators required by 
Part 1 of the 2003 Act.  Detailed consideration is given to these requirements in the 
Treasury Management - Borrowing & Investment Strategy for 2015/16 included in 
Appendix 7. 
 

1.7 Further analysis of the budget requirement for 2016/17 and 2017/18 have also been 
undertaken as part of the estimates process.  These issues are considered further in 
paragraph 1.16. 
 

1.8 With the requirement of all billing authorities to keep a Collection Fund and to 
separate the final Council Tax calculation from the General Fund, the 2015/16 
budget section is presented in two parts.  Part 1 deals with the budget requirements 
of Rochdale BC, and part 2 concentrates on Collection Fund issues. 
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PART 1 - DISTRICT REQUIREMENTS 

The General Fund Revenue Account 

1.9.1  The proposed budgets for 2015/16 to 2017/18 are set out at summary level at 
Appendix 1. The net funding requirement for 2015/16 is £177.535m, as set out in 
table 1 below: 
 

 Table 1: Net Funding Requirement 

 

 

1.9.2 The principles and assumptions on which Service budgets are based are set out in 
Appendix 2. 

1.9.3 The budget is based on the latest projected outturn for 2014/15, which is currently 
forecasting an overall in year saving.  The Council’s general balances will be £11m 
at 31st March 2015 and will support the risks within the proposed budget. Any final in 
year saving at the end of 2014/15 will be allocated to the Transformation Fund which 
has been established to fund invest to save proposals, however changes to the 
purpose of this fund can be approved by Cabinet. 

1.9.4 Further information on budget risks is provided later within this report and within the 
Local Government Act 2003 requirements detailed in Appendix 6.  Members should 
consider the views of the Chief Finance Officer set out within the report with regard 
to the robustness of the budget and the adequacy of balances and reserves when 
determining the budget requirement. 

1.9.5 Cabinet is recommending to approve freezing of the Council Tax and to accept the 
Council Tax Freeze Grant for 2015/16.  

1.9.6 The calculation of Council Tax for Band D properties based on the proposed 
expenditure level of £177.535m is shown in table 2 below. 

    

 

2015/16

£000

Council Tax - Freeze 67,508

Revenue Support Grant 48,900

Business Rates Top-up Grant 25,590

General Grants 7,396

Business Rates Retained 30,099

Council Tax Freeze Grant 813

Collection Fund Deficit -2,771

Net Funding Requirement 177,535
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Table 2: Proposed Budget and Council Tax for District Purposes 

 

 
1.10 Finance Settlement and other Revisions 

 
1.10.1 The final Local Government Finance Settlement 2015/16 was announced by the 

Government on 4th February 2015. The overall position was a reduction of 13.48% 
for 2015/16. The settlement provided figures for 2015/16, but did not provide 
provisional settlement figures for 2016/17 or 2017/18 as these will be under the 
next Parliament. 

 
Table 3: Resources 2014/15 to 2017/18 

 

 
 

1.10.2 The Finance Settlement and the changes in assumptions increased the resources 
available to the Council in 2015/16 by £0.670m, compared to the assumptions 
reported to Cabinet in December 2014. The main changes were an estimated 

2014/15 2015/16

Budget
Proposed 

Budget

£000 £000 £000 %

1 BUDGET REQUIREMENT 196,256 177,535 -18,721 -9.54%

2 Revenue Support Grant 66,235 48,900 -17,335 -26.17%

3 Business Rates Top-up Grant 25,110 25,590 480 1.91%

4 General Grants 7,592 7,396 -196 -2.58%

5 Business Rates Retained 29,535 30,099 564 1.91%

6 Council Tax Freeze Grant 805 813 8 0.99%

7 Net Requirements 66,979 64,737 -2,242 -3.35%

8 Adjustment re balance on Collection Fund as at 

31st March

200 2,771

9 Amount to be precepted on the Collection Fund 67,179 67,508 329 0.49%

£ £

10 Council Tax for District Purposes 1,330.36 1,330.36 0 0.00%

11 Tax Base 2015/16 - 50,744

Tax Base 2014/15 - 50,497

Variation

2014/15 2015/16 2016/17 2017/18

£m £m £m £m

Corporate Income

NDR -29.535 -30.099 -30.099 -30.099

General Government Grant

Revenue Support Grant -66.235 -48.900 -40.339 -28.841

NDR Top-up Grant -25.110 -25.590 -25.590 -25.590

Total Funding Assessment -120.880 -104.589 -96.028 -84.530

Actual Reduction in Resources 16.291 8.561 11.498

Percentage Reduction in Resources -13.48% -8.19% -11.97%
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increase of £0.500m in Council Tax income, based on changes to the council tax 
base and the local council tax support scheme, an increase of £0.445m in Revenue 
Support Grant, partly offset by a net reduction in resources of £0.233m as a result 
of the impact on the 2015/16 Settlement of the Government capping the increase in 
the small business rate multiplier at 2%.  

 
1.10.3 The impact of these changes for the budget gap in 2015/16, 2016/17 and 2017/18 

are detailed in table 4: 
 
Table 4 Overall Gap 

 

 
 
  

1.10.4 Savings Programme 
 

1.10.5 The proposed budget incorporates an ongoing saving requirement after the 
settlement changes of £47.867m over 3 years, 2015/16 to 2017/18. Table 5 
provides details of the saving proposals being considered to contribute to this 
level of saving. Previous reports on the savings programme have been presented 
to Cabinet which provided details of the consultation processes undertaken and 
the implications for residents and the workforce. 

 
 Table 5: Savings Proposals 

 

 
 

 
1.10.6 A number of proposals are subject to further consultation with stakeholders and 

will be reported at a later stage.   
 

1.10.7 As part of the budget setting process the Council makes a number of assumptions 
in respect of the key elements of the Council’s budget. Appendix 2 provides 
details regarding these assumptions. The level of Budget Pressures Funding that 

Recurrent One off Recurrent One off Recurrent One off

£m £m £m £m £m £m

Budget Gap Sept 2014 -40.806 0.000 -14.829 0.000 -15.808 0.000

Business As Usual 19.691 3.756 3.378 1.170 0.000 0.000

New Budget Gap - December -21.115 3.756 -11.451 1.170 -15.808 0.000

Settlement Changes 0.670 0.000 0.064 0.000 -0.227 0.000

Revised Gap -20.445 3.756 -11.387 1.170 -16.035 0.000

2015/16 2016/17 2017/18

Recurrent One off Recurrent One off Recurrent One off

£m £m £m £m £m £m

Savings Proposals 

Terms and Conditions - approved Council 27/11/14 0.522 0.997 0.000 1.626 0.000 0.000

Approved for Implementation - Council 21/01/15 2.596 0.000 0.189 0.000 0.000 0.000

To be considered at Budget Fixing Council 24/02/15 0.594 0.000 0.049 0.000 0.000 0.000

Approved by Cabinet 2nd February 2015 0.874 0.000 0.395 0.000 0.000 0.000

Review Ongoing - to be considered at Budget Fixing 

Council 24/02/15

0.390 0.000 0.350 0.000 0.000 0.000

Invest to Save 0.173 0.525 1.800 0.000 0.000 0.000

Public Health Investment 1.650 0.790 1.350 0.000 0.000 0.000

Total Saving Proposals 6.799 2.312 4.133 1.626 0.000 0.000

2015/16 2016/17 2017/18
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the budget provides for are £1.25m in 2015/16 and 2016/17 with a further £2m in 
2017/18. 

 
1.10.8 The impact of these changes for the budget gap including the saving proposals for 

2015/16 to 2017/18 are detailed in table 6 below: 
 

Table 6: Revised Overall Gap 
 

 

 
 

1.10.9 The budget for 2015/16 is a balanced budget and requires £13.646m of one off 
resources. The overall ongoing Funding Gap for the two years 2016/17 and 
2017/18 is £36.935m (£20.900m in 2016/17 and £16.035m in 2017/18). 

 
 

1.11    School Budgets 

1.11.1 The Dedicated Schools Grant (DSG) is a separate ring-fenced grant which funds 

schools and education related costs.  It is split into three blocks, each calculated 

separately, these being: 

• Early Years – funds provision of the 15 hours free entitlement and 

support to early years through a local formula.   

• Schools – funds primary and secondary schools through a local 
formula, for pupils age 4 – 16. 

• High Needs – funds both pre and post 16 pupils with high needs, from a 
range of providers. 

1.11.2 On 16th December 2014 the Government announced the School Funding 

Settlement.  A summary of the main issues is outlined below and summarised at 

Table 7: 

• The Schools Block DSG allocation will be based on pupil numbers on a 

flat cash per pupil rate for 2015/16 adjusted for Carbon Reduction 

Allowances – (rate per pupil for Rochdale for 2015/16 is £4,682.37). 

 

• Funding is included for former non-recoupment academies for the first 

time (i.e. St Anne’s Academy).  The LA will be responsible for the 

calculation of their budget and an amount equivalent to this recouped 

from the LA’s DSG. 

Recurrent One off Recurrent One off Recurrent One off

£m £m £m £m £m £m

Revised Gap -20.445 3.756 -11.387 1.170 -16.035 0.000

Saving Proposals 6.799 2.312 4.133 1.626 0.000 0.000

Use of one off funding 0.000 7.578 0.000 0.000 0.000 0.000

One off funding reversal 0.000 0.000 -13.646 0.000 0.000 0.000

Budget Gap to address -13.646 13.646 -20.900 2.796 -16.035 0.000

2015/16 2016/17 2017/18
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• Additional funding for those LAs who are below a nationally calculated 

Minimum Funding level – Rochdale is not one of these. 

 

• Protection for Local Authorities (LAs) will ensure that no LA loses more 

than 2% of its schools budget in cash terms. 

 

• Protection for schools – The Minimum Funding Guarantee (MFG) will 

continue to ensure no school experiences a funding reduction of more 

than 1.5% per pupil (excluding the Pupil Premium). 

 

• The Early Years Block includes pupil premium funding for 

disadvantaged 3-4 year olds at a rate of £300 per pupil (total £258k). 

 

• The Settlement does not include funding for disadvantaged 2 year olds.  

Indicative funding for this for 2015/16 will be provided in July 2015.  The 

LA will estimate its funding for 2015/16 based on estimated numbers at 

the agreed hourly rate.   

 

• The Education Service Grant (a revenue grant which the LA and 

Academies receive to undertake statutory functions), per pupil amount 

has been reduced by 20% for 2015/16.  Based on estimated pupil 

numbers this is likely to be £3.055m in 2015/16. 

 

Table 7: DSG Funding for 2015/16 (Indicative) 

 Total 
£m 

Schools Block (final) 146.140 

Early years Block (indicative) 9.544 

High Needs Block (indicative) 22.916 

DSG Blocks Funding 178.600 

Funding for Newly Qualified Teachers  
(NQTs)(NQT’s) ((NQT’s)(NQT’s) 

0.046 

Total DSG 2015/16 178.646 

   
1.11.3 Although the DSG is provided in 3 blocks, Local Authorities in consultation with 

Schools Forum can agree switches between blocks based on local priorities and 

needs.  After making adjustments agreed by Forum the following split between 

blocks is recommended for 2015/16. This includes an additional £1.142m from the 

DSG Reserve to support Private Finance Initiative (PFI) funding requirements and 

£0.114m reportable surplus amounts clawed back from three schools. 
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 Schools High 

Needs 

Early 

Years 

Central 

Retention 

Total 

 £m £m £m £m £m 

Funding Settlement (including  Newly Qualified 

Teachers (NQTs) 

146.186 22.916 9.544  178.646 

      

Switches between blocks agreed by Schools Forum      

- Low need Special Educational Needs (SEN)  3.986 -3.754 -0.232   

- Transfer to High Needs Block -0.900 0.900    

- Contribution from DSG Reserve for PFI funding 0.603 0.539   1.142 

- Reportable surplus clawback 0.114    0.114 

- Agreed funding to be Centrally Retained  -0.870   0.870  

      

Revised Blocks Funding 149.119 20.601 9.312 0.870 179.902 

 

1.11.4 The Government’s intention is to achieve maximum delegation of funding to 

schools, meaning that only in exceptional circumstances should funding be held 

centrally by the LA for the provision of central education services.  It is however 

recognised that some funding has to be held centrally and the Department for 

Education (DfE) have set out which services this relates to and the approval 

required for this.  Schools Forum has agreed that £0.870m of funding be retained 

centrally by the LA for 2015/16.  This includes a Growth Fund for increases in 

pupil numbers at both primary and secondary schools due to demographic 

pressures; a policy has been agreed for the allocation of this funding. 

1.11.5 Maintained schools continue to be able to agree funding to be de-delegated.  De-

delegation takes place after calculation of the formula but before the budget has 

been provided to the school.  The DfE prescribes which services can be de-

delegated and this is not an option for academies, special schools, nurseries or 

Pupil Referral Units (PRUs).  Forum members from the primary and secondary 

sector have agreed items for de-delegation totalling £2.406m.  

1.11.6 The Schools block provides funding to primary and secondary schools under a 

locally agreed formula.  There are no national changes required to local formulae 

but the LA has again worked with schools to review the formula and ensure it is fit 

for purpose.  Some minor changes have been agreed which have been approved 

by Cabinet under delegated powers. 

1.11.7 As in previous years any turbulence for individual schools will be smoothed by the 

nationally prescribed Minimum Funding Guarantee Calculation whereby no school 

will lose more than 1.5% per pupil combined with a locally determined cap where 

no school will gain more than 3% in their Individual Schools Budget. 

1.11.8 The High Needs Block continues to provide funding for the LA to make additional 

provision for those children and young people with the greatest needs (often 

known as high need, low incidence special educational needs [SEN]).   The High 

Needs Block funds provision in both mainstream, special schools and alternative 

provision (PRU) and the education of learners with learning difficulties/disabilities 

post 16 up to the age of 25.    

1.11.9 The high needs block funding is based on pupil numbers in 2014/5 with no 

growth.  As the LA is likely to have increasing numbers of high needs pupils for 

2015/16 a bid was forwarded to the DfE for additional funding, however the bid did 
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not result in any additional funding being received.  It is expected there may be 

budgetary pressures in 2015/16 for the high needs block. 

1.11.10 Funding for the 15 hours free entitlement for 3-4 year olds is given to providers 
based on a local formula which calculates an individual provider hourly rate.  
There is also funding for disadvantaged 2 year olds at a rate of £4.95 per hour. 

 

1.12  NHS England Pooled Budgets 

1.12.1 In 2013/14 local authorities were allocated additional funding from a NHS 

transfer, which was to make a positive difference to social services and benefit 

the wider health and care system. This funding is to provide good outcomes for 

service users which may otherwise reduce due to budget pressures within Local 

Authorities. The amount allocated to Rochdale in 2013/14 was £3.967m.  

 

1.12.2 In 2014/15 the Government increased the allocation by inflation (£189k) and by 

an additional £924k, from a total national pot of £200m. This was allocated to 

allow local authorities to prepare for the Better Care Fund (BCF) in 2015/16. The 

total allocation from Health in 2014/15 was £5.08m. The BCF will be a pooled 

budget and will combine some Health and Adult Care budgets into a joint 

commissioning arrangement.  

 
1.12.3 The pooled arrangement starts in 2015/16 and the minimum funding allocation 

into the pool had been agreed as £15.125m from Health, with an additional 

amount from the Local Authority for Disabled Facilities Grant (DFG) of £1.122m 

and for Community Care Capacity Capital Grant of £617k, making a total 

minimum pool of £16.864m. In addition to the minimum allocation Heywood, 

Middleton and Rochdale Clinical Commissioning Group and the Local Authority 

have included a further £1.642m to make the total pool agreed with NHS 

England to £18.506m. Included in the pooled budget is funding to implement the 

costs of the Social Care Bill which will start to impact in 2015/16, including 

payments to carers, the new national eligibility costs, new responsibilities around 

advocacy and advice and the costs of changes to systems.  

 
1.12.4 Part of the payments going into the pooled arrangement are subject to 

performance targets being met in 2014/15 (last quarter) and 2015/16 (first three 

quarters), these targets have been included in the BCF plan, which has now 

been approved by NHS England. 

 

1.13  New Social Care Act 

 

1.13.1 The new Social Care Act has now been approved by Parliament and is planned 

to be implemented over two years starting in 2015/16. In 2015/16 Local 

Authorities will start to: 

• implement the national eligibility criteria; 

• identify carers who support people with eligible needs who are currently 

not paid, but could be under the new system; 

• supply additional advice and advocacy for people; 

• and introduce systems to allow for these changes.  

 

The costs of preparing for this are included in the BCF pooled arrangement in 

2015/16 (£855k). 
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1.13.2 A new burdens grant will be paid to Local Authorities and the allocation for 

Rochdale is £1.035m in 2015/16. This funding is to: 

• support early assessments for new people eligible for services; 

• administer the new mandatory deferred payments scheme; 

• and to supplement the amount included in the BCF pooled arrangement 

to support carers. 

 

1.13.3 Additional changes are still expected to be implemented in 2016/17 when the 

level of capital which people have before the Local Authority will contribute to 

costs is being increased; all eligible service users will have a cap on their care 

costs which when reached will result in the Local Authority picking up the costs 

(there will be a lower cap for Adults of working age); all eligible service users will 

be given the right to take out a deferred payments agreement and the Local 

Authority will have to facilitate independent financial advice for service users. 

Rochdale Council has not been notified of the amount of grant the Council will 

receive for implementing these additional changes. There is risk that the grant 

provided by Central Government will not cover the additional cost of 

implementing the changes. 

1.14 Public Health 

1.14.1  From April 2013, Public Health services were transferred to local authorities and 
continue to be funded from a ring fenced public health grant made under Section 
31 of the Local Government Act, 2003.  The grant is to be spent on public health 
activities whose purpose is to impact positively on the health and wellbeing of 
local populations, with the aim of reducing health inequalities in local 
communities.  

1.14.2 The grant covers an allocation for services mandated through regulation and 
services which the Council wish to commission locally. The Council has received 
its allocation, which is £14.777m 2015/16, the same as in 2014/15. 

1.14.3 The ring fenced grant has been committed in the following areas of spend:- 

Table 8: Allocations for the Public Health Grant 

Area of Spend Value           
£m 

Public Health Specialist Service  1.247 

Overheads   0.372 

Commissioning Budgets – external 
and internal 

13.158 

Total expenditure 2015/16 14.777 

 

1.14.4 In addition to the existing allocation for 2015/16 Public Heath England have 
allocated an additional £5m nationally as part of the health premium incentive 
scheme. The payments are to be allocated against performance criteria, one 
being the national indicator (around successful completion of drug treatments) 
and the other being a local indicator of male life expectancy. The indicative 
amount for Rochdale, assuming the performance targets are met, is £26.4k in 
2015/16. 

1.14.5 In October 2015 Local Authorities will become responsible for the commissioning 
of 0-5 services and preparation is underway to make this transfer of contracts 
from NHS England. The current value of the two services for Rochdale is 
proposed at £2.284m (£4.569m full year) with an additional amount to offset 
commissioning costs of £15k in 2015/16. 
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1.15   Independent Living Fund 
 

1.15.1 The Independent Living Fund (ILF) is a discretionary scheme, financed by 
Government, to help fund care packages for people with severe disabilities living 
within the community, rather than in residential care. The scheme works with 
Local Authorities in areas where the Local Authority provides , or intends to 
provide, packages of care. 

 
1.15.2 A transfer will take place on the 1st July 2015 so that Local Authorities will now 

pick up the whole of the cost of these care packages. Adult Care are not 
proposing any change in policy regarding allocating care packages, those 
eligible will still be allocated a care package in line with existing policies, but the 
whole package, less any client contribution, will now be funded  by the Local 
Authority. A non ring-fenced Section 31 Grant will be provided to take account of 
this. The grant figure is yet to be confirmed but recent information shows that 
Rochdale had 37 recipients of ILF at a cost of £594k in 2013/14. As the scheme 
is now closed only existing recipients are eligible so over time the numbers and 
costs will reduce and the grant will reduce to take account of this. 

 

1.16 2016/17 – 2017/18 Provisional Estimates 

1.16.1 The provisional estimates for 2016/17 to 2017/18 set out the resources the 
Council will receive in funding based on the best available information. In the 
final settlement announced on the 4th February 2015, Central Government did 
not provide indicative data for 2016/17 or 2017/18.  The Local Government Act 
Report identifies that the estimates for 2015/16, 2016/17 and 2017/18 have a 
high degree of risk due to uncertainties regarding the collection of income from 
both Council Tax and Business Rates and due to further reductions in Public 
Sector Spending announced in the Chancellor’s Autumn Statement. The 
provisional estimates for 2016/17 and 2017/18 are based on an assumption that 
the funding we receive from the funding settlement will decrease by 8.1% in 
2016/17 and 11.9% in 2017/18.  On this basis and assuming we increase 
Council tax by 1.99% in 2016/17 and 2017/18, we will have budgeted resources 
of £173.718m in 2016/17 and £163.590m 2017/18. 

1.16.2 Our estimates of the resources available to the Council in 2016/17 result in a 
short fall in funding compared to our estimates of the resources we need to 
deliver services.  The ongoing deficit in 2016/17 is £20.900m. In 2017/18 the 
ongoing deficit increases to £36.935m, detailed in Appendix 1. This is an 
increase of £16.035m.  

1.16.3 The 2016/17 and 2017/18 final level of savings will depend on the outcome of 
subsequent Finance Settlements. 

1.17 Funding Strategy 

1.17.1 The one off resources to balance the budget in 2015/16 to 2017/18 include a 
provision for early retirement and redundancy costs of staff leaving the Council 
to support the saving programme needed in 2015/16. The provision made at this 
stage is £3.829m.  

1.17.2 The balance on the Collection Fund of £2.771m represents the Council’s share 
of the forecast deficit on the Collection Fund as at 31st March 2015 of £4.174m. 
This is due to a forecast deficit of £1.940m relating to Council Tax and a forecast 
deficit of £2.234m relating to Business Rates. This position has been reported in 
the Collection Fund monitoring reports throughout the year. 

1.17.3 Medium Term Financial Strategy  
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 The Council’s Medium Term Financial Strategy (MTFS) was presented to 
Council on 27th November 2014. The MTFS will be reviewed and updated during 
the year to reflect the latest position in regard to the Council’s financial position, 
priorities and future plans. 

1.18 Background to the Capital Programme 

1.18.1 The Capital Programme for 2015/16 to 2017/18 takes into consideration the 
priorities of the Council and the resources available to the Council. No new 
schemes have been considered for 2015/16 except where investment is required 
to generate future savings. 

 
1.18.2 The 2015/16 Capital Programme was based initially on budgets provisionally 

agreed as part of the 2014/15 budget setting process. The focus in preparing the 
2015/16 Capital programme for consideration has been on reducing the 
Council’s borrowing requirement. This will contribute to the Council’s savings 
target, as the revenue implications of borrowing are reduced. Those schemes 
requiring borrowing were reviewed alongside the rephasing of budgets from 
previous years and the resulting proposed Capital Programme is presented. 

 
1.18.4 A summary of the Capital Programme by scheme category is shown in Table 9 

below with more detail provided in Appendix 4.  
 

Table 9. The Capital Programme 2015/16 to 2017/18 

 

Scheme Category 2015/16 
£000 

2016/17 
£000 

2017/18 
£000 

Mixed Funding 1,300 1,300 1,300 

External Funding Schemes 8,686 7,640 7,572 

New And Annual Allocations  6,101 6,091 5,701 

New Schemes and Annual Allocations 900 - - 

Invest To Save Schemes 10,271 9,229 2,244 

TOTAL 27,258 24,260 16,817 

 

1.18.5 The Capital Schemes in Appendix 4 are categorised as follows: 

Mixed Funding 
These schemes use a combination of funding sources, which are usually 
made up of external funding and Council funding. 
 
Externally Funded Schemes 
These schemes are completely externally funded and therefore have no 
direct cost to the Council. 

 
Schemes Started pre 2015/16 
These schemes are multi-year schemes that commenced before 2015/16. 
 
New Schemes and Annual Allocations 
These schemes need to be to be fully funded by the Council and are a 
mixture of brand new schemes and annual schemes that are requested each 
year (which mostly relate to service delivery or statutory duties). 
 
Invest to Save schemes  
These schemes are Invest to Save schemes (i.e. generate income for the 
authority). These schemes are considered to be self-financing. 
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1.18.6 Funding of the Capital Programme 

The Capital Programme for 2015/16 and the provisional 2016/17 and 2017/18 
programmes are fully funded within current assumptions within the budget.      
The funding available to the Council for Capital schemes is detailed in the table 
below: 

 
 

Table 10: Capital Programme Resources 
 

 

 

1.18.7 Prudential Borrowing 

Prudential borrowing enables the Council to borrow resources for capital 
schemes. The revenue implications of prudential borrowing for the 2015/16 
Capital programme equates to £67k per annum for every £1m borrowed, based 
on an interest rate of 4.2% over a 40 year period. If borrowing over a shorter 
period, the annual cost is greater but the overall cost is less. Some of the 
schemes identified are invest to save/self-funding and the borrowing costs have 
been separately identified in section 1.18.6.  

1.18.8 External Funding 

External funding can either be from Central Government, or other funding 
agencies in the form of specific grants or contributions from contractors. Some of 
the assumed external funding included in the programme is still subject to 
clarification from Government and in some cases may involve bids for funds. 
Therefore all these types of schemes are subject to the Service obtaining 
confirmation of funding allocations. 

 

1.18.9 Revenue Implications of the Capital Programme 

As the cost of the proposed capital programme is greater than the capital 
receipts and external funding available, then prudential borrowing is required to 
fund the difference. Prudential borrowing requires repayment of both the 
principal sum borrowed and associated interest over a given number of years. 
The budgeted cost of borrowing is forecast to be £815k per annum. The 2015/16 
Capital Programme will provide a revenue saving of £223k per annum compared 
to the programme approved at Budget Fixing Council in February 2014. The 
revenue savings for the 2016/17 Capital Programme are £141k per annum. 

 

1.20 The Treasury Management Borrowing and Investment Strategy  

1.20.1 There is a requirement for the Council to consider the overall affordability of the 
Council’s Revenue and Capital Programme when determining the borrowing and 

2015/16 2016/17 2017/18 Total

£m £m £m £m

Prudential Borrowing 7.0 6.3 5.9 19.2

Prudential Borrowing to be funded from 

future revenue streams
10.3 9.2 2.2 21.7

Total Council Funding 17.3 15.5 8.1 40.9

External Funding (grants & contributions) 10.0 8.7 8.7 27.4

Total 27.3 24.2 16.8 68.3

Funding Source
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investment parameters the Council is to work within.  These parameters are the 
Prudential Indicators for the Council and detailed considerations are given to 
these indicators in the Treasury Management Borrowing and Investment 
Strategy for 2015/16. 

 

PART 2 – COLLECTION FUND AND CALCULATION OF COUNCIL TAX AND 
BUSINESS RATES 

 
2 Financial Implications 

 
2.1 Collection Fund 2015/16 

 
2.1.1  As a “billing” authority the Council is required to maintain a separate Collection 

Fund. The only transactions dealt with through the Collection Fund relate to the 
collection of council tax income, national non-domestic rates and the payment of 
precepts.  

2.1.2 The amounts of Council Tax are expressed per Band D property and are shown 
separately for each precepting authority – the Council, Police and Fire 
authorities. 

2.1.3 Under Current Regulations billing authorities must estimate the annual surplus or 
deficit on the Collection Fund. They must then notify the relevant precepting 
authorities of the amount calculated as their share. It is estimated that the 
Collection Fund will be in a deficit position of £4.174m as at the 31st March 2015. 
The Council’s share of the forecast Collection Fund deficit as at 31st March 2015 
is £2.771m. This will impact on the Council’s General Fund budget for 2015/16. 

2.1.4 Table 11 shows the calculation of the Council Tax for district purposes and the 
amount to be precepted on the Collection Fund by the Police and Fire 
Authorities. A comparison with 2014/15 is provided. 

 
Table 11: Calculation of the Council Tax 

 

 
 

 
2.1.5 The Council Tax Base takes into account a bad debt provision and new and 

decreased assessments. The overall estimated collection rate assumed in the 
calculation has been increased to 95.5% (95.0% in 2014/15) to reflect the 
changes being made to the Local Council Tax Support scheme in 2015/16.  

2.1.6 The final Police and Fire precepts were approved on 12th February 2015, 
confirming that there will be a freeze in Council Tax for both the Police and 
Crime Commissioner and the Fire precept.  

2014/15 2015/16

£ £ £ %

1 District Requirements 1,330.36 1,330.36 0.00 0.00%

Precepts

2 - Police 152.30 152.30 0.00 0.00%

3 - Fire and Rescue 57.64 57.64 0.00 0.00%

4 Total 1,540.30 1,540.30 0.00 0.00%

Council Tax (Band D)
IncreasePrecept
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2.2 Recommended Council Tax 

2.2.1 The Council Tax recommended for 2015/16, including the Police and Fire 
precepts is £1,540.30 for Band D properties. The tax for individual bands is 
shown in Table 12, below: 

Table 12: Recommended Council Tax per Band 
 

 
 

 
2.3 Collection of Business Rates 

 
2.3.1 The amount the Council is required to collect in business rates is £61.427m. The 

Council is required to pay Central Government 50% of the amount of Business 
Rates the Council collects from local businesses and 1% to the Fire and Rescue 
Authority. The remaining 49% is retained by the Council. Any growth or loss in 
Business Rates is managed through the Collection Fund with any surplus or 
deficit on the Collection Fund being distributed to Central Government, the Fire 
Authority and the Council in the following financial year. The surplus or deficit is 
distributed in the ratio of 50%, 1% and 49% in line with the collection rates.  

Table 13: Distribution of Business Rates 

 

 

 

 
 

  

Band 2014/15 2015/16

£ £ £ %

Band A 1,026.87 1,026.87 0.00 0.00%

Band B 1,198.01 1,198.01 0.00 0.00%

Band C 1,369.16 1,369.16 0.00 0.00%

Band D 1,540.30 1,540.30 0.00 0.00%

Band E 1,882.59 1,882.59 0.00 0.00%

Band F 2,224.88 2,224.88 0.00 0.00%

Band G 2,567.17 2,567.17 0.00 0.00%

Band H 3,080.60 3,080.60 0.00 0.00%

Increase

Council Tax Levels

£m %

Central Government 30.714 50%

GM Fire and Rescue Authority 0.614 1%

Retained 30.099 49%

Total Collection 61.427

2015/16
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APPENDIX 1

GENERAL FUND SUMMARY ESTIMATES 2015/16 - 2017/18

SERVICE 2015/16 2016/17 2017/18

£'000 £'000 £'000

1 Adult Services 56,842 57,990 59,086

2 Children Services 63,269 62,080 61,636

3 Customer and Corporate Services 8,444 8,702 8,513

4 Economy and Environment 61,417 62,207 62,427

5 Finance Services 9,333 8,989 8,880

6 Public Health    0 0 0

7 TOTAL 199,305 199,968 200,542

8 Finance Control -3,425 637 2,215

9 Contingency 2,694 2,776 4,200

10 SERVICES SUB TOTAL 198,574 203,381 206,957

11 Budget Pressures Fund 1,250 2,500 4,500

12 Saving Proposals -9,111 -12,558 -10,932 

13 TOTAL REQUIREMENTS 190,713 193,323 200,525

14 Contribution To/(From) Reserves/Balances -13,178 -1,501 0

15 NET EXPENDITURE REQUIREMENTS 177,535 191,822 200,525

16 BUDGET REQUIREMENT 177,535 191,822 200,525

RESOURCES

17 Formula Grant -48,900 -40,339 -28,841 

18 General Grants -7,396 -8,026 -8,026 

19 Top-Up Grant -25,590 -25,590 -25,590 

20 Business Rates Retained -30,099 -30,099 -30,099 

20 Council Tax Freeze Grant -813 -813 -813 

21 Council Tax -67,508 -68,851 -70,221 

22 Collection fund Deficit 2,771

23 TOTAL RESOURCES -177,535 -173,718 -163,590 

24 UNFUNDED REQUIREMENTS 0 18,104 36,935

25 Less funding from one year only savings 0 2,796 0

26 UNFUNDED ONGOING REQUIREMENT 0 20,900 36,935
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APPENDIX 2 
 

Budget Assumptions 2015/16, 2016/17 and  2017/18 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
* Prices – significant inflation increases on specific budgets have been considered on a case 
by case basis. 
  

Area of Budget 
15/16 

Assumption 
16/17 

Assumption 
17/18 

Assumption 

Council Tax 0% 
1.99% 
Increase 

1.99% 
Increase 

        

Revenue Support Grant 
26.2%      

decrease 
17.5%       

decrease 
28.5 %    
decrease 

Business Rates (NDR) 
1.9% 

Increase 
0% 0% 

Top Up Grant 
1.9%  

Increase 
0% 0% 

Settlement Funding 
Overall Impact 

13.4% 
overall 
decrease 

8.1%   
overall 
decrease 

11.9% 
overall 
decrease 

        

General Grants 

 
2.6% 

decrease 
 

 
8.5% 

increase 
 

0% 
 

Pay 1% Increase 1% Increase 1% Increase 

        

Superannuation 
0.9% 

Increase 
0.8% 

Increase 
0.9% 

Increase 

Contribution Rate 18.9%  19.7%  20.6%  

        

Prices* 0% 0% 0% 

Discretionary Fees & 
Charges 

2%  
Increase 

2%  
Increase 

2%  
Increase 

Waste Disposal Levy 
2.19 % 

Decrease 
0.21 % 

Decrease 
2.00%    
Increase 

PTA Levy 0%  
2.09%   
Increase 

2.00%     
Increase 
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APPENDIX 3

SAVINGS PROPOSALS - SUMMARY

Recurrent One off Total Recurrent One off Total Recurrent One off Total 

£000 £000 £000 £000 £000 £000 £000 £000 £000

Proposals Approved by Council 27/11/2014 & 21/01/2015

Adult Services 332 0 332 114 0 114 0 0 0

Children’s Services 486 0 486 50 0 50 0 0 0

Customers & Corporate Services 647 997 1,644 25 1,626 1,651 0 0 0

Economy & Environment 1,353 0 1,353 0 0 0 0 0 0

Finance Services 300 0 300 0 0 0 0 0 0

TOTAL 3,118 997 4,115 189 1,626 1,815 0 0 0

Proposals for Approval at Budget Fixing Council 24/02/15

Adult Services 103 0 103 0 0 0 0 0 0

Children’s Services 500 0 500 550 0 550 0 0 0

Customers & Corporate Services 636 0 636 195 0 195 0 0 0

Economy & Environment 702 525 1,227 1,849 0 1,849 0 0 0

Public Health 1,650 790 2,440 1,350 0 1,350 0 0 0

All Services 90 0 90 0 0 0 0 0 0

3,681 1,315 4,996 3,944 0 3,944 0 0 0

TOTAL SAVINGS PROPOSALS 6,799 2,312 9,111 4,133 1,626 5,759 0 0 0

TOTAL 

Savings 2015/16

Service

Savings 2016/17 Savings 2017/18
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PROPOSALS APPROVED BY COUNCIL 27/11/2014 & 21/01/2015

Recurrent One off Total Recurrent One off Total Recurrent One off Total 

£000 £000 £000 £000 £000 £000 £000 £000 £000

Adult Services

AC001 Recommissioning of Adult Care and Support Prevention Services 166 0 166 84 0 84 0 0 0

AC002 Reduction in Management costs 0 0 0 30 0 30 0 0 0

AC005 Reduction in Management Costs – Older People’s Services 45 0 45 0 0 0 0 0 0

AC006 Reduction of Management Costs in Adult Care Provider Services 47 0 47 0 0 0 0 0 0

AC007 Removal of one Mental Health Practitioner Post 35 0 35 0 0 0 0 0 0

AC008 Reduction in administration costs 39 0 39 0 0 0 0 0 0

332 0 332 114 0 114 0 0 0

Children’s Services

CS015 Reduction in the budget for the Contact Service 100 0 100 50 0 50 0 0 0

CS004 Savings Proposal from the Safeguarding Unit 50 0 50 0 0 0 0 0 0

CS007 Teaching & Learning Advisor 62 0 62 0 0 0 0 0 0

CS009 Early Years & Childcare Advisory Team 147 0 147 0 0 0 0 0 0

CS011 Educational Psychology Service 127 0 127 0 0 0 0 0 0

486 0 486 50 0 50 0 0 0

Customers & Corporate Services

CC002 Employee Benefits Scheme 75 0 75 25 0 25 0 0 0

CC003 Rationalisation of support for employee relations 50 0 50 0 0 0 0 0 0

CC001 Review of Terms and Conditions 522 997 1,519 0 1,626 1,626 0 0 0

647 997 1,644 25 1,626 1,651 0 0 0

Economy & Environment

EE002 Waste Services Review 1,000 0 1,000 0 0 0 0 0 0

EE007 Review and reduction of Economic Affairs operational budgets 195 0 195 0 0 0 0 0 0

EE008 Economy and Environment Staffing 158 0 158 0 0 0 0 0 0

1,353 0 1,353 0 0 0 0 0 0

Finance Services

FS001 Review of Revenues and Benefits – Financial Processing 50 0 50 0 0 0 0 0 0

FS004 Finance Services Staffing Reductions 250 0 250 0 0 0 0 0 0

300 0 300 0 0 0 0 0 0

TOTAL 3,118 997 4,115 189 1,626 1,815 0 0 0

Savings 2017/18
Proposal 

number
Proposal

Savings 2015/16 Savings 2016/17



22 

 

 

PROPOSALS FOR APPROVAL AT BUDGET FIXING COUNCIL 24/02/15

Recurrent One off Total Recurrent One off Total Recurrent One off Total 

£000 £000 £000 £000 £000 £000 £000 £000 £000

Adult Services

AC003 Reduction in contract costs for Carers support 38 0 38 0 0 0 0 0 0

AC004 Home Improvement Agency Efficiency Savings 65 0 65 0 0 0 0 0 0

103 0 103 0 0 0 0 0 0

Children’s Services

CS014 Review of the Integrated Youth Justice Service 100 0 100 100 0 100 0 0 0

CS003 Reduction in Children's Residential Care Costs 100 0 100 100 0 100 0 0 0

CS002 Reduce Costs of Child and Adolescent Mental Health Services 200 0 200 0 0 0 0 0 0

CS001 Review of Residential Short Breaks Provision for Children with Disabilities 0 0 0 200 0 200 0 0 0

CS017 Social Care - savings from work with Bury and Oldham 0 0 0 150 0 150 0 0 0

CS013 Business Support review 100 0 100 0 0 0 0 0 0

500 0 500 550 0 550 0 0 0

Customers & Corporate Services

CC004 ICT Restructure 103 0 103 0 0 0 0 0 0

CC006 Supplies, Services, Staffing (Workforce element alone) 533 0 533 195 0 195 0 0 0

636 0 636 195 0 195 0 0 0

Economy & Environment

EE008 Economy and Environment Staffing 529 0 529 49 0 49 0 0 0

EE004 Renewable Energy 173 525 698 1,300 0 1,300 0 0 0

EE006 Increase New Homes Bonus 0 0 0 500 0 500 0 0 0

702 525 1,227 1,849 0 1,849 0 0 0

Public Health

1 Public Health Investment 1,650 790 2,440 1,350 0 1,350 0 0 0

1,650 790 2,440 1,350 0 1,350 0 0 0

All Services

ALL001 Charging Schools for non statutory functions 90 0 90 0 0 0 0 0 0

90 0 90 0 0 0 0 0 0

3,681 1,315 4,996 3,944 0 3,944 0 0 0

Proposal 

number
Proposal

Savings 2015/16 Savings 2016/17 Savings 2017/18



23 

 

APPENDIX 4 - CAPITAL PROGRAMME 2015/16 TO 2017/18 

 

FUNDING CATEGORY SERVICE SCHEME NAME SUMMARY AND KEY OBJECTIVES 2015/16 2016/17 2017/18 2015/16 2016/17 2017/18 2015/16 2016/17 2017/18 2015/16 2016/17 2017/18

MIXED FUNDING Adult Services Disabled Facilities Grants (DFG)

The legislative framework governing DFGs is provided by the 'Housing Grants, 

Construction and Regeneration Act 1996'. Since 1990, local authorities have been under 

a statutory duty to provide grant aid to disabled people for a range of adaptations in their 

homes.

1,300            1,300            1,300            200        200        1,300     1,100     1,100     

EXTERNAL FUNDING Adult Services Social Care Capital
To work alongside Health Partners in the delivery of Better Care Fund expectations, 

which includes the delivery of the Capped Cost System.
617               -               -               617        

EXTERNAL FUNDING Children's Services
Basic Need - Provision of new school 

places

Provision of additional school places to meet statutory duty through a programme of 

works combining internal remodelling, new build or demountable classroom units.
2,659            2,792            2,792            2,659     2,792     2,792     

EXTERNAL FUNDING Children's Services Capital Maintenance Programme

Development of a programme of works to resolve major condition and improvement 

issues in school buildings in line with the LA's Asset Management Plan and Local 

Policy Statement.

2,108            2,108            2,108            2,108     2,108     2,108     

EXTERNAL FUNDING Children's Services Devolved Formula Capital for Schools 
Schools will develop and commission individual schemes to improve condition and 

suitability within their buildings with guidance and approval from the LA.
498               498               498               498        498        498        

NEW AND ANNUAL 

ALLOCATIONS (BORROWING)
Customer & Corporate Services Township Capital Funds

To enhance delivery of local services in each of the 4 Township areas.  Decisions on 

which schemes are undertaken is devolved to the Township Committees.
400               400               400               400        400        400        

NEW AND ANNUAL 

ALLOCATIONS (BORROWING)
Customer & Corporate Services Burglary Reduction Project

The burglary reduction project is split into three areas:-

1. Alleygating schemes targeted only at hot spots and areas of need supported by 

crime statistics.

2. Home security project including security equipment upgrades .

3. Gating orders where there is clear evidence of crime and disorder.

100               100               100               100        100        100        

NEW AND ANNUAL 

ALLOCATIONS (BORROWING)
Customer & Corporate Services ICT Refresh Programme

To refresh, on a rolling programme, some of the ICT estate including PCs, Laptops, 

Monitors, Servers, Storage Disks, Kiosks, Data Centre, Office phones, non-subscription 

software and additional staffing / 3rd party support. This will pay for some ICT desktop 

equipment for the Council and partners, datacentre equipment including capacity and 

building resilience programme and work to bolster and improve ICT for Services.  A 

major risk or reducing this programme any further would be a failure of systems 

including the ability to restore them.

431               431               431               431        431        431        

NEW AND ANNUAL 

ALLOCATIONS (BORROWING)
Customer & Corporate Services ICT Programmes

To deliver RMBC's ICT projects utilising all or part of existing ICT staff (including the ICT 

refresh and council connected programmes).
500               500               500               500        500        500        

NEW AND ANNUAL 

ALLOCATIONS (BORROWING)
Customer & Corporate Services Council Connected Programme

To purchase the necessary technology to provide a new RMBC website, a new 

database of citizen information and a software engine to integrate all business systems.  

This scheme is key to achieving 'invest to save' work.

400               400               400               400        400        400        

NEW AND ANNUAL 

ALLOCATIONS (BORROWING)
Economy & Environment Town Hall Adaptation and Restoration

To enable the effective and appropriate use of the Town Hall (and to implement 

necessary works following the staff move to Number One Riverside).
300               300               -               300        300        -         

EXTERNAL FUNDING Economy & Environment Local Transport Plan

To continue the aspirations of the Rochdale Highways Capital Programme and be more 

effective in identifying and responding to the Local Transport Plan shared priorities of 

Safety, Air Quality, Congestion and Accessibility.

2,445            2,242            2,174            2,445     2,242     2,174     

EXTERNAL FUNDING Economy & Environment Woodland Improvement Grants
Forestry Commission grants for enhanced level of stewardship and management of 

woodlands within RMBC ownership.
5                  -               -               5           

EXTERNAL FUNDING Economy & Environment Stakehill Industrial Estate

To fund improvements on Stakehill Industrial Estate (which has 1 million sq. ft. of vacant 

business space which could accommodate 1500 jobs).  A private investor has proposed 

significant investment and a Business Improvement District (BID) is proposed.

354               -               -               354        

NEW AND ANNUAL 

ALLOCATIONS (BORROWING)
Economy & Environment Planned Maintenance Budget

To adequately maintain the property portfolio and ensure RMBC comply to any statutory 

regulations. The scheme also aims to reduce the maintenance backlog and improve the 

reduced property holding to accommodation standards.

1,750            1,750            1,750            1,750     1,750     1,750     

NEW AND ANNUAL 

ALLOCATIONS (BORROWING)
Economy & Environment Housing Standards

This scheme proposes to improve private sector dwellings and environments through the 

use of grants. The interventions are (1) to undertake emergency repairs to owner-

occupied properties (equity loans and small grants), (2) works in default to private rented 

properties (recharged to the landlords), (3) corrective works to Houses in multiple 

occupation (recharged to landlords), (4) tenancy/rent bonds for residents desperate to 

access decent accommodation but are unable to access social housing and (5) tops-up 

the energy efficiency grants to ensure that residents are able to have insulation installed 

and failed central heating boilers repaired or replaced.

600               600               600               600        600        600        

Capital Schemes 

£000

Prudential Borrowing

£000

Government Grants and 

External Contributions 

£000

Prudential Borrowing Funded 

from Future Income Streams 

£000
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FUNDING CATEGORY SERVICE SCHEME NAME SUMMARY AND KEY OBJECTIVES 2015/16 2016/17 2017/18 2015/16 2016/17 2017/18 2015/16 2016/17 2017/18 2015/16 2016/17 2017/18

NEW AND ANNUAL 

ALLOCATIONS (BORROWING)
Economy & Environment

Grounds Maintenance Equipment 

Replacement Programme

The programme is a rolling replacement scheme for replacement of the authorities' 550 

plus pieces of machinery. The programme aims to replace assets when they have 

exceeded the most cost-effective period of operation. 

120               120               120               120        120        120        

NEW AND ANNUAL 

ALLOCATIONS (BORROWING)
Economy & Environment Play Equipment

To maintain within legislative requirements and guidelines the current level of Fixed Play 

provision across the Borough.
75                75                75                75         75          75          

NEW AND ANNUAL 

ALLOCATIONS (BORROWING)
Economy & Environment Rights of Way

The programme is a rolling scheme for carrying out the statutory function of maintaining 

the Council's rights of way network. 
100               100               100               100        100        100        

SCHEMES STARTED IN 

PREVIOUS YEARS
Economy & Environment

Phase 2 - Town Centres Management 

Programme - Conservation area 

improvements

Achieve a number of projects in the Middleton Master plan.

- Create clear, attractive and safe pedestrian routes between the town centre, Market 

place/Long street, the 'Golden cluster' and other key areas.

- Improve the appearance of heritage assets.

- Compliment the Township Heritage Initiative (THI) project.

300               -               -               300        

SCHEMES STARTED IN 

PREVIOUS YEARS
Economy & Environment

Phase 2 - Town Centres Management 

Programme - • Middleton Gardens 

Phase 3

Provide improvement works to the rear elevations that face Tesco (in Middleton), 

improvements to the frontages and smaller development opportunities that may exist 

plus the completion of the remaining sections of public realm works around the 

properties.

250               -               -               250        

SCHEMES STARTED IN 

PREVIOUS YEARS
Economy & Environment

Phase 2 - Town Centres Management 

Programme - • Town Centre East 

connections (The Bank, Bell 

Street/Penn Street).

Works to enhance the linkages between the Town Centre East scheme and Yorkshire 

Street.
350               -               -               350        

NEW AND ANNUAL 

ALLOCATIONS (BORROWING)
Economy & Environment Derelict Land and Clearance

To address derelict land, residential acquisition and clearance.  Outcomes would 

include tidying and encouraging development of derelict land, acquiring/clearing 

residential properties (some of which may be in dangerous condition and a risk to health 

and safety of the public).

425               425               425               425        425        425        

NEW AND ANNUAL 

ALLOCATIONS (BORROWING)
Economy & Environment Vehicle Replacement Programme

The programme is a rolling replacement scheme for replacement of the authorities' two-

hundred plus vehicles. The programme aims to replace assets when they have 

exceeded the most cost-effective period of operation. 

800               800               800               800        800        800        

NEW AND ANNUAL 

ALLOCATIONS (BORROWING)
Economy & Environment Drake Street Bus Stop

To reinstall bus stop on Drake street, as per shopkeepers demands, with the aim of 

increasing footfall and trade on Drake Street
100               90                100        90         

INVEST TO SAVE/OTHER Economy & Environment Empty Properties

To address empty properties by bringing empty private sector properties back into use.  

Saving would potentially be due to increased income from both council tax and new 

homes bonus.

426               -               -               426        

INVEST TO SAVE/OTHER Economy & Environment New Homes Bonus

The New Homes Bonus Scheme (NHB) is a part of a wider family of incentives set out 

by the Government in the Local Growth White Paper published in October 2010. The 

purpose of the scheme is to provide an incentive to local authorities to increase their 

effective housing stock, with financial rewards linked to increases in affordable homes 

and bringing empty homes back into use. 

500               500               -               500        500        

INVEST TO SAVE/OTHER Economy & Environment Renewable Energy

The council will consider a range renewable energy generation opportunities that exists 

in the borough including wind and solar to achieve its dual aim of becoming self-

sufficient in energy and becoming the greenest borough in the country.

7,051            4,998            -               7,051     4,998     

INVEST TO SAVE/OTHER Economy & Environment L4L Leisure Equipment

On-going update and replacement of leisure centre equipment across the borough. 

Funding to cover the prudential borrowing is paid from Link4Life to RMBC via the 

contract fee.  This saving is built into contract / efficiencies with Link4Life.

100               576               576               100        576        576        

INVEST TO SAVE/OTHER Economy & Environment Replacement wheeled bins

Scheme is to replace wheelie bins which are no longer fit for purpose and demand for 

new bins is likely to increase as they were first introduced in 1991 and have an 

estimated  life of 10 years.  The scheme may also increase recycling rates which in turn 

would reduces the cost of waste disposal.

105               125               125               105        125        125        

INVEST TO SAVE/OTHER Economy & Environment Waste Services Investment
To improve waste services and recycling in the borough to work towards the 2020 

European Waste Framework Directive target.
1,299            -               -               1,299     

INVEST TO SAVE/OTHER Economy & Environment Waste paper blue bins

Wheelie bins for the collection of paper/card introduced in 2009 on  a request basis.  So 

far over 50,000 take up since first introduction.  Greater uptake of paper recycling will 

help reduce the waste levy.  The scheme may also increase recycling rates which in 

turn would reduces the cost of waste disposal.

160               -               -               160        

INVEST TO SAVE/OTHER Economy & Environment Kirkholt Investment

This scheme aims to deliver dramatic improvements in Kirkholt, the largest estate in the 

borough  and one the Council's most deprived areas (and in the country as a whole).  

The scheme includes delivery of a new Strand offer with new shops, with apartments 

above, a Community and training facility and a new health facility with substantial public 

realm works and road improvements.

630               3,030            1,543            630        3,030     1,543     

27,258          24,260          16,817          6,926     6,291     5,901     10,061   8,740     8,672     10,271   9,229     2,244     

Capital Schemes 

£000

Prudential Borrowing

£000

Government Grants and 

External Contributions 

£000

Prudential Borrowing Funded 

from Future Income Streams 

£000



 

25 
 

APPENDIX 5 

 

 
 

 

  

STATEMENT OF SERVICE REVENUE RQUIREMENTS

SERVICE

2015/16 

Estimate 

£000

2016/17 

Estimate 

£000

2017/18 

Estimate 

£000

1 Adult Services 56,842 57,990 59,086

2 Children Services 63,269 62,080 61,636

3 Customer and Corporate Services 8,444 8,702 8,513

4 Economy and Environment 61,417 62,207 62,427

5 Finance Services 9,333 8,989 8,880

6 Public Health    0 0 0

7 TOTAL 199,305        199,968        200,542        

STATEMENT OF SERVICE CAPITAL PROGRAMME REQUIREMENTS

SERVICE

2015/16 

Estimate 

£000

2016/17 

Estimate 

£000

2017/18 

Estimate 

£000

1    Adult Services
1,917 1,300 1,300

2    Children's Services
5,265 5,398 5,398

3    Customer & Corporate Services
1,831 1,831 1,831

4    Economy & Environment
18,245 15,731 8,288

5    TOTAL 27,258 24,260 16,817
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APPENDIX 5A 

Budgets for 2015/16 - 2017/18

AREA OF SERVICE:

2015/16 2016/17 2017/18

£'000 £'000 £'000

Controllable Budget  51,893  53,142  54,243

Uncontrollable Budget  4,949  4,848  4,843

Total Service Budget  56,842  57,990  59,086

Budget 2015/16 2016/17 2017/18

1 Gross Controllable Expenditure  84,082  85,595  86,824

2 Less Expenditure l inked to Grant Income - 19,555 - 19,675 - 19,654

3 Less Reduction on Controllable for Trading Acct Provider Costs  -  -  -

4=1+2+3 Net Controllable Expenditure  64,527  65,920  67,170

What does the Gross Expenditure budget fund?

Staffing  12,229  12,635  12,854

Indirect Staffing Costs  67  67  67

Premises costs  407  407  408

Transport  215  215  215

Supplies and Services  1,854  1,844  1,844

Third Party Payments  63,299  64,355  65,301

Transfer Payments  6,011  6,072  6,135

1 Total  84,082  85,595  86,824

Earned Income from Fees & Charges

Fees and Charges/Earned Income - 12,634 - 12,778 - 12,927

5 Total - 12,634 - 12,778 - 12,927

6=4+5 Net Controllable Budget  51,893  53,142  54,243

1 Gross Uncontrollable Expenditure  7,515  7,439  7,547

What areas of expenditure does this cover

Staffing  -  -  -

Indirect Staffing Costs  -  -  -

Premises costs  3  3  3

Transport  8  8  8

Supplies and Services  -  -  -

Third Party Payments  -  -  -

Transfer Payments  -  -  -

Internal Charges  7,422  7,346  7,454

Depreciation  83  83  83

Reserves  -  -  -

Capital Financing - 1 - 1 - 1

Total  7,515  7,439  7,547

Add Increase on Uncontrollable for Trading Acct Provider Costs  -  -  -

1 Gross Uncontrollable Expenditure inc Trading Acct Provider Costs  7,515  7,439  7,547

Uncontrollable Income

2 Gross Uncontrollable Income - 2,566 - 2,591 - 2,704

What areas of income does this cover

Internal Charges Income - 2,566 - 2,591 - 2,704

Trading Accounts  -  -  -

2 Total - 2,566 - 2,591 - 2,704

3 Net Uncontrollable Budget  4,949  4,848  4,843

Uncontrollable by Service 

Controllable by Service 

ADULT SERVICES
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ADULT SERVICES

Capital Programme 2015/16 to 2017/18

SCHEME NAME SUMMARY AND KEY OBJECTIVES 2015/16 2016/17 2017/18

Disabled Facilities Grants (DFG)

The legislative framework governing DFGs is provided by 

the 'Housing Grants, Construction and Regeneration Act 

1996'. Since 1990, local authorities have been under a 

statutory duty to provide grant aid to disabled people for a 

range of adaptations in their homes.

1,300        1,300        1,300        

Social Care Capital

To work alongside Health Partners in the delivery of Better 

Care Fund expectations, which includes the delivery of the 

Capped Cost System.

617          -           -           

TOTAL 1,917        1,300        1,300        
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APPENDIX 5B

 

Budgets for 2015/16 - 2017/18

AREA OF SERVICE:

2015/16 2016/17 2017/18

£'000 £'000 £'000

Controllable Budget  43,095  43,027  43,578

Uncontrollable Budget  20,174  19,053  18,058

Total Service Budget  63,269  62,080  61,636

Budget 2015/16 2016/17 2017/18

1 Gross Controllable Expenditure  253,466  253,000  253,590

2 Less Expenditure linked to Grant Income - 207,152 - 206,749 - 206,782

3 Less Reduction on Controllable for Trading Acct Provider Costs  -  -  -

4=1+2+3 Net Controllable Expenditure  46,314  46,251  46,808

5 Less 15/16 Savings Proposals

6=4+5 Net Controllable Expenditure exc 15/16 Savings  46,314  46,251  46,808

What does the Gross Expenditure budget fund?

Staffing  27,294  27,365  27,554

Indirect Staffing Costs  860  878  883

Premises costs  2,892  2,882  2,887

Transport  2,461  2,475  2,491

Supplies and Services  208,138  208,178  208,545

Third Party Payments  8,080  7,481  7,489

Transfer Payments  3,741  3,741  3,741

1 Total  253,466  253,000  253,590

Earned Income from Fees & Charges

Fees and Charges/Earned Income - 3,219 - 3,224 - 3,230

5 Total - 3,219 - 3,224 - 3,230

6=4+5 Net Controllable Budget  43,095  43,027  43,578

1 Gross Uncontrollable Expenditure  20,271  19,179  18,258

What areas of expenditure does this cover

Staffing  -  -  -

Indirect Staffing Costs  1,689  1,722  1,766

Premises costs  4  4  4

Transport  524  493  461

Supplies and Services  -  -  -

Third Party Payments  -  -  -

Transfer Payments  -  -  -

Internal Charges  7,119  6,885  6,935

Depreciation  10,960  10,100  9,117

Reserves  -  -  -

Capital Financing - 25 - 25 - 25

Total  20,271  19,179  18,258

Add Increase on Uncontrollable for Trading Acct Provider Costs  -  -  -

1 Gross Uncontrollable Expenditure inc Trading Acct Provider Costs  20,271  19,179  18,258

Uncontrollable Income

2 Gross Uncontrollable Income - 97 - 126 - 200

What areas of income does this cover

Internal Charges Income - 97 - 126 - 200

Trading Accounts  -  -  -

2 Total - 97 - 126 - 200

3 Net Uncontrollable Budget  20,174  19,053  18,058

CHILDRENS SERVICES

Controllable by Service 

Uncontrollable by Service 
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CHILDREN'S SERVICES

Capital Programme 2015/16 to 2017/18

SCHEME NAME SUMMARY AND KEY OBJECTIVES 2015/16 2016/17 2017/18

Basic Need - Provision of new 

school places

Provision of additional school places to meet statutory 

duty through a programme of works combining internal 

remodelling, new build or demountable classroom units.

2,659        2,792        2,792        

Capital Maintenance Programme

Development of a programme of works to resolve major 

condition and improvement issues in school buildings in 

line with the LA's Asset Management Plan and Local 

Policy Statement.

2,108        2,108        2,108        

Devolved Formula Capital for 

Schools 

Schools will develop and commission individual schemes 

to improve condition and suitability within their buildings 

with guidance and approval from the LA.

498          498          498          

TOTAL 5,265        5,398        5,398        
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APPENDIX 5C

 

Budgets for 2015/16 - 2017/18

AREA OF SERVICE:

2015/16 2016/17 2017/18

£'000 £'000 £'000

Controllable Budget  16,853  16,958  16,861

Uncontrollable Budget - 8,409 - 8,256 - 8,348

Total Service Budget  8,444  8,702  8,513

Budget 2015/16 2016/17 2017/18

1 Gross Controllable Expenditure  19,644  19,775  19,699

2 Less Expenditure linked to Grant Income - 279 - 280 - 281

3 Less Reduction on Controllable for Trading Acct Provider Costs  -  -  -

4=1+2+3 Net Controllable Expenditure  19,365  19,495  19,418

What does the Gross Expenditure budget fund?

Staffing  6,282  6,589  6,756

Indirect Staffing Costs  809  809  809

Premises costs  407  407  407

Transport  56  57  56

Supplies and Services  9,118  8,978  8,773

Third Party Payments  2,972  2,935  2,898

Transfer Payments  -  -  -

1 Total  19,644  19,775  19,699

Earned Income from Fees & Charges

Fees and Charges/Earned Income - 2,512 - 2,537 - 2,557

5 Total - 2,512 - 2,537 - 2,557

6=4+5 Net Controllable Budget  16,853  16,958  16,861

1 Gross Uncontrol lable Expenditure  7,376  6,702  6,303

What areas of expenditure does this cover

Staffing  -  -  -

Indirect Staffing Costs  -  -  -

Premises costs  1  1  1

Transport  12  12  13

Supplies and Services  -  -  -

Third Party Payments  -  -  -

Transfer Payments  -  -  -

Internal Charges  4,419  4,311  4,267

Depreciation  2,944  2,378  2,022

Reserves  -  -  -

Capital Financing  -  -  -

Total  7,376  6,702  6,303

Add Increase on Uncontrollable for Trading Acct Provider Costs  -  -  -

1 Gross Uncontrollable Expenditure inc Trading Acct Provider Costs  7,376  6,702  6,303

Uncontrollable Income

2 Gross Uncontrol lable Income - 15,785 - 14,958 - 14,651

What areas of income does this cover

Internal Charges Income - 15,785 - 14,958 - 14,651

Trading Accounts  -  -  -

2 Total - 15,785 - 14,958 - 14,651

3 Net Uncontrollable Budget - 8,409 - 8,256 - 8,348

CUSTOMER & CORPORATE SERVICES

Controllable by Service 

Uncontrollable by Service 
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CUSTOMER & CORPORATE SERVICES

Capital Programme 2015/16 to 2017/18

SCHEME NAME SUMMARY AND KEY OBJECTIVES 2015/16 2016/17 2017/18

Township Capital Funds

To enhance delivery of local services in each of the 4 

Township areas.  Decisions on which schemes are 

undertaken is devolved to the Township Committees.

400          400          400          

Burglary Reduction Project

The burglary reduction project is split into three areas:-

1. Alleygating schemes targeted only at hot spots and 

areas of need supported by crime statistics.

2. Home security project including security equipment 

upgrades .

3. Gating orders where there is clear evidence of crime and 

disorder.

100          100          100          

ICT Refresh Programme

To refresh, on a rolling programme, some of the ICT estate 

including PCs, Laptops, Monitors, Servers, Storage Disks, 

Kiosks, Data Centre, Office phones, non-subscription 

software and additional staffing / 3rd party support. This 

will pay for some ICT desktop equipment for the Council 

and partners, datacentre equipment including capacity and 

building resilience programme and work to bolster and 

improve ICT for Services.  A major risk or reducing this 

programme any further would be a failure of systems 

including the ability to restore them.

431          431          431          

ICT Programmes

To deliver RMBC's ICT projects utilising all or part of 

existing ICT staff (including the ICT refresh and council 

connected programmes).

500          500          500          

Council Connected Programme

To purchase the necessary technology to provide a new 

RMBC website, a new database of citizen information and 

a software engine to integrate all business systems.  This 

scheme is key to achieving 'invest to save' work.

400          400          400          

TOTAL 1,831        1,831        1,831        
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APPENDIX 5D

 

Budgets for 2015/16 - 2017/18

AREA OF SERVICE:

2015/16 2016/17 2017/18

£'000 £'000 £'000

Controllable Budget  52,493  53,586  54,261

Uncontrollable Budget  8,924  8,621  8,166

Total Service Budget  61,417  62,207  62,427

Budget 2015/16 2016/17 2017/18

1 Gross Controllable Expenditure  78,354  79,604  80,410

2 Less Expenditure linked to Grant Income - 2,795 - 2,796 - 2,797

3 Less Reduction on Controllable for Trading Acct Provider Costs - 6,143 - 6,080 - 5,988

4=1+2+3 Net Controllable Expenditure  69,416  70,728  71,625

What does the Gross Expenditure budget fund?

Staffing  18,103  19,053  19,448

Indirect Staffing Costs  455  458  462

Premises costs  8,171  8,149  8,168

Transport  3,727  3,727  3,727

Supplies and Services  12,287  12,125  12,091

Third Party Payments  35,211  35,692  36,514

Transfer Payments  400  400  -

1 Total  78,354  79,604  80,410

Earned Income from Fees & Charges

Fees and Charges/Earned Income - 16,923 - 17,142 - 17,364

5 Total - 16,923 - 17,142 - 17,364

6=4+5 Net Controllable Budget  52,493  53,586  54,261

1 Gross Uncontrollable Expenditure  23,315  22,989  22,555

What areas of expenditure does this cover

Staffing  -  -  -

Indirect Staffing Costs  -  -  -

Premises costs  136  138  138

Transport  1,226  1,224  1,170

Supplies and Services  -  -  -

Third Party Payments  -  -  -

Transfer Payments  -  -  -

Internal Charges  9,364  9,258  9,266

Depreciation  6,454  6,297  6,001

Reserves  -  -  -

Capital Financing - 8 - 8 - 8

Total  17,172  16,909  16,567

Add Increase on Uncontrollable for Trading Acct Provider Costs  6,143  6,080  5,988

1 Gross Uncontrollable Expenditure inc Trading Acct Provider Costs  23,315  22,989  22,555

Uncontrollable Income

2 Gross Uncontrollable Income - 14,391 - 14,368 - 14,389

What areas of income does this cover

Internal Charges Income - 8,248 - 8,288 - 8,401

Trading Accounts - 6,143 - 6,080 - 5,988

2 Total - 14,391 - 14,368 - 14,389

3 Net Uncontrollable Budget  8,924  8,621  8,166

ECONOMY AND ENVIRONMENT

Controllable by Service 

Uncontrollable by Service 
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ECONOMY & ENVIRONMENT

Capital Programme 2015/16 to 2017/18

SCHEME NAME SUMMARY AND KEY OBJECTIVES 2015/16 2016/17 2017/18

Town Hall Adaptation and 

Restoration

To enable the effective and appropriate use of the Town 

Hall (and to implement necessary works following the staff 

move to Number One Riverside).

300          300          -           

Local Transport Plan

To continue the aspirations of the Rochdale Highways 

Capital Programme and be more effective in identifying and 

responding to the Local Transport Plan shared priorities of 

Safety, Air Quality, Congestion and Accessibility.

2,445        2,242        2,174        

Woodland Improvement Grants

Forestry Commission grants for enhanced level of 

stewardship and management of woodlands within RMBC 

ownership.

5              -           -           

Stakehill Industrial Estate

To fund improvements on Stakehill Industrial Estate (which 

has 1 million sq. ft. of vacant business space which could 

accommodate 1500 jobs).  A private investor has proposed 

significant investment and a Business Improvement 

District (BID) is proposed.

354          -           -           

Planned Maintenance Budget

To adequately maintain the property portfolio and ensure 

RMBC comply to any statutory regulations. The scheme 

also aims to reduce the maintenance backlog and improve 

the reduced property holding to accommodation 

standards.

1,750        1,750        1,750        

Housing Standards

This scheme proposes to improve private sector dwellings 

and environments through the use of grants. The 

interventions are (1) to undertake emergency repairs to 

owner-occupied properties (equity loans and small grants), 

(2) works in default to private rented properties (recharged 

to the landlords), (3) corrective works to Houses in multiple 

occupation (recharged to landlords), (4) tenancy/rent 

bonds for residents desperate to access decent 

accommodation but are unable to access social housing 

and (5) tops-up the energy efficiency grants to ensure that 

residents are able to have insulation installed and failed 

central heating boilers repaired or replaced.

600          600          600          

Grounds Maintenance Equipment 

Replacement Programme

The programme is a rolling replacement scheme for 

replacement of the authorities' 550 plus pieces of 

machinery. The programme aims to replace assets when 

they have exceeded the most cost-effective period of 

operation. 

120          120          120          

Play Equipment

To maintain within legislative requirements and guidelines 

the current level of Fixed Play provision across the 

Borough.

75            75            75            

Rights of Way

The programme is a rolling scheme for carrying out the 

statutory function of maintaining the Council's rights of way 

network. 

100          100          100          

Phase 2 - Town Centres 

Management Programme - 

Conservation area improvements

Achieve a number of projects in the Middleton Master plan.

- Create clear, attractive and safe pedestrian routes 

between the town centre, Market place/Long street, the 

'Golden cluster' and other key areas.

- Improve the appearance of heritage assets.

- Compliment the Township Heritage Initiative (THI) project.

300          -           -           

Phase 2 - Town Centres 

Management Programme - • 

Middleton Gardens Phase 3

Provide improvement works to the rear elevations that face 

Tesco (in Middleton), improvements to the frontages and 

smaller development opportunities that may exist plus the 

completion of the remaining sections of public realm works 

around the properties.

250          -           -           

Phase 2 - Town Centres 

Management Programme - • Town 

Centre East connections (The Bank, 

Bell Street/Penn Street).

Works to enhance the linkages between the Town Centre 

East scheme and Yorkshire Street.
350          -           -           

Derelict Land and Clearance

To address derelict land, residential acquisition and 

clearance.  Outcomes would include tidying and 

encouraging development of derelict land, 

acquiring/clearing residential properties (some of which 

may be in dangerous condition and a risk to health and 

safety of the public).

425          425          425          
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ECONOMY & ENVIRONMENT

Capital Programme 2015/16 to 2017/18

SCHEME NAME SUMMARY AND KEY OBJECTIVES 2015/16 2016/17 2017/18

Vehicle Replacement Programme

The programme is a rolling replacement scheme for 

replacement of the authorities' two-hundred plus vehicles. 

The programme aims to replace assets when they have 

exceeded the most cost-effective period of operation. 

800          800          800          

Drake Street Bus Stop

To reinstall bus stop on Drake street, as per shopkeepers 

demands, with the aim of increasing footfall and trade on 

Drake Street

100          90            

Empty Properties

To address empty properties by bringing empty private 

sector properties back into use.  Saving would potentially 

be due to increased income from both council tax and new 

homes bonus.

426          -           -           

New Homes Bonus

The New Homes Bonus Scheme (NHB) is a part of a wider 

family of incentives set out by the Government in the Local 

Growth White Paper published in October 2010. The 

purpose of the scheme is to provide an incentive to local 

authorities to increase their effective housing stock, with 

financial rewards linked to increases in affordable homes 

and bringing empty homes back into use. 

500          500          -           

Renewable Energy

The council will consider a range renewable energy 

generation opportunities that exists in the borough 

including wind and solar to achieve its dual aim of 

becoming self-sufficient in energy and becoming the 

greenest borough in the country.

7,051        4,998        -           

L4L Leisure Equipment

On-going update and replacement of leisure centre 

equipment across the borough. Funding to cover the 

prudential borrowing is paid from Link4Life to RMBC via the 

contract fee.  This saving is built into contract / efficiencies 

with Link4Life.

100          576          576          

Replacement wheeled bins

Scheme is to replace wheelie bins which are no longer fit 

for purpose and demand for new bins is likely to increase 

as they were first introduced in 1991 and have an 

estimated  life of 10 years.  The scheme may also 

increase recycling rates which in turn would reduces the 

cost of waste disposal.

105          125          125          

Waste Services Investment

To improve waste services and recycling in the borough to 

work towards the 2020 European Waste Framework 

Directive target.

1,299        -           -           

Waste paper blue bins

Wheelie bins for the collection of paper/card introduced in 

2009 on  a request basis.  So far over 50,000 take up 

since first introduction.  Greater uptake of paper recycling 

will help reduce the waste levy.  The scheme may also 

increase recycling rates which in turn would reduces the 

cost of waste disposal.

160          -           -           

Kirkholt Investment

This scheme aims to deliver dramatic improvements in 

Kirkholt, the largest estate in the borough  and one the 

Council's most deprived areas (and in the country as a 

whole).  The scheme includes delivery of a new Strand 

offer with new shops, with apartments above, a Community 

and training facility and a new health facility with 

substantial public realm works and road improvements.

630          3,030        1,543        

TOTAL 18,245      15,731      8,288        
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APPENDIX 5E

 

Budgets for 2015/16 - 2017/18

AREA OF SERVICE:

2015/16 2016/17 2017/18

£'000 £'000 £'000

Controllable Budget  8,873  9,023  9,128

Uncontrollable Budget  460 - 34 - 248

Total Service Budget  9,333  8,989  8,880

Budget 2015/16 2016/17 2017/18

1 Gross Controllable Expenditure  98,310  98,307  98,434

2 Less Expenditure l inked to Grant Income - 88,073 - 88,073 - 88,073

3 Less Reduction on Controllable for Trading Acct Provider Costs  -  -  -

4=1+2+3 Net Controllable Expenditure  10,237  10,234  10,361

5 Less 15/16 Savings Proposals

6=4+5 Net Controllable Expenditure exc 15/16 Savings  10,237  10,234  10,361

What does the Gross Expenditure budget fund?

Staffing  7,414  7,622  7,756

Indirect Staffing Costs  76  76  76

Premises costs  77  77  77

Transport  31  31  31

Supplies and Services  1,671  1,671  1,671

Third Party Payments  3,718  3,507  3,500

Transfer Payments  85,323  85,323  85,323

1 Total  98,310  98,307  98,434

Earned Income from Fees & Charges

Fees and Charges/Earned Income - 1,364 - 1,211 - 1,233

5 Total - 1,364 - 1,211 - 1,233

6=4+5 Net Controllable Budget  8,873  9,023  9,128

1 Gross Uncontrollable Expenditure  7,405  7,158  7,153

What areas of expenditure does this cover

Staffing  -  -  -

Indirect Staffing Costs  -  -  -

Premises costs  -  -  -

Transport  -  -  -

Supplies and Services  -  -  -

Third Party Payments  -  -  -

Transfer Payments  -  -  -

Internal Charges  5,850  5,825  5,864

Depreciation  1,402  1,180  1,136

Reserves  -  -  -

Capital Financing  153  153  153

Total  7,405  7,158  7,153

Add Increase on Uncontrollable for Trading Acct Provider Costs  -  -  -

1 Gross Uncontrollable Expenditure inc Trading Acct Provider Costs  7,405  7,158  7,153

Uncontrollable Income

2 Gross Uncontrollable Income - 6,945 - 7,192 - 7,401

What areas of income does this cover

Internal Charges Income - 6,945 - 7,192 - 7,401

Trading Accounts  -  -  -

2 Total - 6,945 - 7,192 - 7,401

3 Net Uncontrollable Budget  460 - 34 - 248

FINANCE SERVICES

Controllable by Service 

Uncontrollable by Service 
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APPENDIX 5F

 

Budgets for 2015/16 - 2017/18

AREA OF SERVICE:

2015/16 2016/17 2017/18

£'000 £'000 £'000

Controllable Budget - 372 - 372 - 372

Uncontrollable Budget  372  372  372

Total Service Budget  -  -  -

Budget 2015/16 2016/17 2017/18

1 Gross Controllable Expenditure  16,704  19,003  19,003

2 Less Expenditure l inked to Grant Income - 17,076 - 19,375 - 19,375

3 Less Reduction on Controllable for Trading Acct Provider Costs  -  -  -

4=1+2+3 Net Controllable Expenditure - 372 - 372 - 372

What does the Gross Expenditure budget fund?

Staffing  1,239  1,238  1,237

Indirect Staffing Costs  8  8  8

Premises costs  69  69  69

Transport  14  14  14

Supplies and Services  6,406  6,407  6,409

Third Party Payments  8,968  11,267  11,266

Transfer Payments  -  -  -

1 Total  16,704  19,003  19,003

Earned Income from Fees & Charges

Fees and Charges/Earned Income  -  -  -

5 Total  -  -  -

6=4+5 Net Controllable Budget - 372 - 372 - 372

1 Gross Uncontrollable Expenditure  372  372  372

What areas of expenditure does this cover

Staffing  -  -  -

Indirect Staffing Costs  -  -  -

Premises costs  -  -  -

Transport  -  -  -

Supplies and Services  -  -  -

Third Party Payments  -  -  -

Transfer Payments  -  -  -

Internal Charges  372  372  372

Depreciation  -  -  -

Reserves  -  -  -

Capital  Financing  -  -  -

Total  372  372  372

Add Increase on Uncontrollable for Trading Acct Provider Costs  -  -  -

1 Gross Uncontrollable Expenditure inc Trading Acct Provider Costs  372  372  372

Uncontrollable Income

2 Gross Uncontrollable Income  -  -  -

What areas of income does this cover

Internal Charges Income  -  -  -

Trading Accounts  -  -  -

2 Total  -  -  -

3 Net Uncontrollable Budget  372  372  372

PUBLIC HEALTH

Controllable by Service 

Uncontrollable by Service 
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APPENDIX 6 
 
 
LOCAL GOVERNMENT ACT 2003 REQUIREMENTS 
 

1. Introduction 

1.1.1 The Local Government Act 2003 requires the Chief Finance Officer to report 
formally on the following issues:- 

 
a) An opinion as to the robustness of the estimates made and the tax setting 

calculations. 
 
b) The adequacy of the proposed financial reserves. 
 
c) Consideration of the overall affordability of the capital programme when 

determining the prudential indicators. 
 
d) The production of longer-term revenue and capital plans. 
 

 The Council is required to take account of this report when determining its budget. 

1.2 Robustness of Estimates 

1.2.1 Estimate Procedures and Processes 

1.2.2 In giving a positive opinion on the robustness of the estimate process reliance 
is placed on the Council’s overall arrangements for financial management 
detailed in Appendix 6A.  These include the rolling Medium Term Financial 
Strategy, the process for financial forecasts and developing medium term 
revenue and capital plans, the approach to financial risks and arrangements 
for in year monitoring of budgets.  Account is also taken of the assessment of 
the External Auditors, Grant Thornton as part of the annual audit opinion.  I 
can confirm that in my view the Council has robust procedures in place. 

1.2.3 Determination of the level of resources available 

1.2.4 Revenue resources for 2015/16 are based on the Council’s final finance 
settlement announced on 4th February 2015.  The 2015/16 settlement was 
provided as part of a one year settlement following the announcement of the 
Chancellor’s Autumn Statement in early December 2014.  The settlement 
reflected a significant reduction in resources from previous levels of 
resources provided in 2014/15, due to Central Government’s National Policy 
regarding deficit and debt reduction. The estimates for 2016/17 and 2017/18 
are based on a projection of the potential further reduction measures Central 
Government have announced will continue. The funding assumption is a 
further overall reduction of 8.1% in 2016/17 and 11.9% in 2017/18, but 
carries a high degree of uncertainty.  

1.2.5 The capital budget is a three year programme.  Government capital 
allocations are only given on an annual basis and the resources for 2016/17 
to 2017/18 have therefore been prudently based on the 2015/16 forecast. 
Forecasts of capital receipts have been re-assessed to take account of the 
economic climate. No capital receipts for 2016/17 or 2017/18 have been 
assumed in the programme due to the uncertainty around the realisation of 
these receipts and the funding gap position the Council is currently facing in 
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2016/17. Council may decide to use future capital receipts to repay borrowing 
and reduce the funding gap of the Council. 

1.2.6 Revenue and Capital budget plans are subject to an ongoing review to 
ensure that forecasts of resources remain robust and can support planned 
levels of expenditure.  

1.2.7  The Council plans to freeze Council Tax in 2015/16 and increase Council 
Tax by 1.99% in 2016/17 and 2017/18 in line with the Medium Term Financial 
Strategy. 

1.3 Affordability of Spending Plans and the implications for Council Tax Increases 

1.3.1 There are a number of factors that need to be taken into account in considering the 
affordability of the Council’s spending plans: 

• The level of Council Tax increase should be acceptable locally and nationally.  The 
level of Council Tax for 2016/17 will need to be reviewed in line with expected 
government guidance on a referendum and the public view on excessive Council 
Tax increases before any decision is made as part of the 2016/17 budget setting 
process. Central Government have announced that there will be Council Tax Freeze 
Grant in 2015/16. 
 

• The Council has significant financial pressures in future years from the continued 
reduction in Government funding due to the Austerity measures and increases in 
demand for services. To assist the Council in identifying and developing innovative 
proposals to reduce Council expenditure and/or increase potential income streams a 
Transformation Fund of one off funding has been created. The Transformation Fund 
will provide the resources necessary to invest in any proposal where one off funding 
is required on an ‘invest to save’ basis, to generate the savings/ additional income 
required.  

• The budget process includes provision for pressures that can reasonably be forecast 
for the year ahead. There will always be a risk in relation to unavoidable financial 
pressures that cannot be foreseen at the time the budget is set. In addition, the 
Council may wish to invest in priority areas, and therefore the proposed budget 
includes an unallocated budget pressures and investment resource of £1.25m in 
2015/16 and 2016/17 and another £2m in 2017/18 to meet those pressures and 
priorities in each financial year.  The Council has a robust process for managing 
allocations from this fund, and reports allocations through the monitoring process. 

 

• The budget includes a significant savings requirement.  It is important that the level 
of savings is achievable and that the proposals put forward will deliver savings to 
support the Council’s spending plans.  The 2015/16 funding gap has been managed 
through a mixture of business as usual measures, saving proposals and one off 
resources. After considering these areas, the remaining level of saving requirement 
within the 2015/16, 2016/17 and 2017/18 budgets is £47.9m.  The delivery of a 
savings programme of this size will always carry a degree of risk. To manage this 
risk, work commenced early which enabled a proportion of the saving programme 
required to have been implemented early in 2015. In addition the Council’s 
performance management arrangements incorporate a set of indicators developed to 
report on service spend against budget and delivery of savings, and a report on the 
delivery of savings is presented to Cabinet through the monitoring process.   
 

• To manage financial risk and ensure budgets are robust at service level all directors 
have received early notification of their proposed budget allocation.  The notification 
sets out the level of base budget.  This is based on their 2014/15 revised budget plus 
resource allocations for inflation in line with budget policy.  Services have been 
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asked to review the budget provision and formally sign off the budget in respect of its 
adequacy in relation to services provided.  It is noted that the sign off forms are at a 
point in time and are subject to decisions by members that may impact on a services 
spending power together with caveats around technical accounting entries which will 
not impact upon service spending power.  
 

• The affordability of the budget has to take account of financial risks and the actions 
that can be taken to mitigate that risk.  There are a number of risks in the 2015/16 to 
2017/18 budgets which are set out below. 
 

1.4 Key Budget Risks 

1.4.1 No budget is without risks particularly given that it is a forecast of spending 
for a period which ends over 12 months after its approval.  Throughout the 
budget process financial risks are identified and actions developed to mitigate 
those risks.  In year, budget monitoring is underpinned by an analysis of risk.  
When setting the budget, the total level of risks and potential financial 
exposure are assessed and taken into account when setting the level of 
balances.  This ensures there are resources to cover any implications should 
they arise.  Appendix 6B sets out the risk assessment for the 2015/16 budget.  

1.4.2 The key risks are: 

 
I. The Funding of Local Authorities – The way Local Authorities receive their funding 

changed from 1st April 2013. The main changes to Local Government Funding 
allocation are:  

 

Business Rates - Local Authorities now keep a share of the business rates they 
collect and also any growth / decline in business rates for their areas. There is a risk 
to the Council that the collection of Business Rates will be less than estimated by 
Central Government.  The change in the scheme has meant that the risk in non-
collection of Business Rates has changed as follows: 

 

 Percentage 

Central Government 50% 

Fire and Rescue Authority 1% 

Local Authority 49% 

 

 

A. Central Government has set the level of Business Rates a Local Authority 
should collect each year following the submission of the Business Rates Return. 
From this assessment Central Government compares the “Need” of the Local 
Authority to the level of Business Rates it can generate. The Local Authority will 
either then pay a tariff or receive a top up Grant depending whether the Business 
Rates generated are greater or less than “Need”. Rochdale Borough Council 
currently receives a top up grant from Central Government. The level of the top up 
grant was fixed as at 1st April 2013 and any increases are to be in line with RPI. 
Central Government have announced that they are capping the increase in Business 
Rates inflation to 2% which includes the Top Up Grant the Council receives. The 
Council is to be compensated for the loss of income from capping the increase in 
Business Rates, however there is a risk that the amount of grant Central 
Government provides will be less than the loss of income from this initiative. 
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B. Business Rates Pooling – The formation of a business rates pool for 2015/16 
involving all ten Greater Manchester (GM) authorities and Cheshire East has been 
agreed.  Across GM and Cheshire East there is a mixture of two types of authority:- 

 

• those, like the Council, who do not generate enough in Business Rates to meet 

the perceived need of the Borough and therefore receive financial support to 

make up for the low level of business rates income. 

• those which, in business rates terms, are cash rich and currently pay over a 

proportion of their income from business rates to Central Government. In 

addition if there is growth in business rates for these Councils, some of this 

increase is paid over to Central Government.  

 
By pooling, all of the payments that would have been paid to government by the 
cash rich Councils would be retained within the pool, for the benefit of all Councils in 
the pool. The risk is that if any of those authorities in the pool reach a point where 
their income from business rates drops below a certain level (known as safety net) a 
payment would need to be met from the pool (all authorities have indicated this is 
unlikely).  Should this occur outside of pooling arrangements then this is met by 
Central Government.  
 
C. Other risks with regard to business rates include: 

 

o There are a number of rateable value appeals outstanding where business 
have appealed against their rateable value when the values were updated in 
2005 and 2010. The risk to the Local Authority is if the appeal is upheld by 
the Valuation Office the level of Business Rates collected would reduce and 
could be backdated. The Council would lose 49% income. The Chancellor 
announced in his Autumn Statement that there is to be a change in the rules 
regarding appeals as follows; 

 
§ A Ratepayer may appeal before 1st April 2015 for any changes 

required in the rateable value of a business property for valuations 
provided in 2005 and 2010. If an appeal is received on or after 1st 
April 2015 then any rebate would only be back dated to 1st April 2015. 

§ The Valuation Office Agency has until the 1st April 2016 to make 
alterations to the rateable value of a property. 

 
There is a risk to the Council if the number of appeals lodged and agreed 
increases significantly due to these deadlines. Any changes to the rateable 
value of a business property affects the income collected for future years and 
a lump sum payment is made for previous years. 
 

o Business Rate growth assumed in Central Government’s estimates may not 
materialise. 
 

o The actual levels of business rates income collected throughout the year may 
already have significant variations and will have a direct impact on the 
Council’s resources.  

o There may be significant volatility in the amount of resources available from 
one year to the next due to the uncertainty around collection and appeals. 

 
II.  The Localisation of Council Tax Support – The Council introduced a Council Tax 

Support Scheme, known as the Local Council Tax Support Scheme (LCTSS), as 
directed by Central Government.  The Council has reviewed the scheme for 2015/16 
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and this was approved by Council on 27th November 2014.  Risks associated with 
amending the scheme are: 

 

• Net eligibility during the year may increase the support to be provided above the 

budget set within the Council Tax Base. This would be a cost to the Collection 

Fund which would be charged to the Council in the following year. 

 
• Some claimants may experience reductions in income as result of other Welfare 

Reform changes which may reduce collection rates. 

 

• There is a risk to the Council that if the Council Tax Payers who previously did 

not have to pay Council Tax or who have to pay a greater amount of Council Tax 

under this scheme do not pay their Council Tax Liability. This will affect the 

resources the Council has if Collection Rates are reduced. 

 

• Ability to accurately estimate Council Tax Benefit implications as the number of 

claimants and entitlement changes  

 

• Increased costs on recovery and enforcement 

 

• Impact on services arising from reductions in benefits to individuals. 

  

 

III. Long Term Economic Plan - Central Government’s commitment to the long term 
economic plan which set out the objective of returning public finances to a 
sustainable level, impacts on the level of future funding available for Local 
Authorities. The Chancellor in his Autumn Statement reinforced this message and he 
set out the next steps to this plan. Central Government has only announced the 
settlement for 2015/16 and this places a risk to the future funding levels for Rochdale 
Borough Council. An estimation of future funding levels has been completed, 
however until the Chancellor provides the Funding Settlements for future years there 
is a risk to Rochdale Borough Council of not receiving enough income to provide the 
level of services required. 

 
 

IV. Academies’ Funding – The Department for Communities and Local Government 
(DCLG) has issued guidance on the transfer of Formula Grant to new Academies to 
recognise their establishment. The Council has a risk if further schools transfer to 
Academy status, as any further reduction in Formula Grant would have an adverse 
impact on service provision. The Council may still be providing support at the current 
level to a slightly reduced number of schools with potentially reduced funding.  The 
service provision could not be reduced until a number of schools converted to 
academies due to economies of scale. 
 

V.     The New Homes Bonus Scheme – The New Homes Bonus Scheme is designed to 
provide incentives and rewards for Local Authorities who wish to build new homes in 
their areas. The scheme commenced in April 2011 and covers a 6 year period. The 
New Homes Bonus Grant is funded by the DCLG top slicing an element of the 
funding provided to Local Government. There is a risk to the Council that the number 
of new homes estimated to be built in the borough will not materialise resulting in a 
reduction in resources for the Council. 

 
VI. Specific Grants – The Council receives a number of service specific grants and the 

final notification for these has not yet been received. The risk to the Council is that 
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the amount of grant funding provided by Central Government Departments may be 
less than the current estimate. 

 
VII. Invest to Save Schemes – Cabinet are recommending to Council to approve the 

2015/16 Capital Programme which includes a number of invest to save schemes. 
The nature of these schemes is for the Council to make an initial investment in a 
project and then to receive a future revenue income stream to pay back capital and 
to provide a revenue income stream for the Council, from the initial investment. If this 
future revenue income stream does not materialise there is a risk to the Council’s 
balances. 

 
VIII. Litigation Claims – As Local Authorities funding is cut and service provision is 

therefore reduced there is an increased risk to the Council of Litigation.  
 
IX. Pension Auto Enrolment - Legislation has been passed where all staff employed by 

an organisation must be automatically enrolled into a pension scheme. A number of 
staff within the Council are currently opted out of the Pension Scheme. Under this 
new legislation, every three years they will be automatically enrolled back into the 
Pension Scheme and then will need to apply to opt out. There is a risk to the Council 
during 2017/18 that these employees will not opt out of the Pension Scheme. This 
will increase the Employer Pension Contributions for the Council. 

 

X. Pension Guarantees - The Council guarantees the pension contributions to the 
Greater Manchester Pension Fund for a number of organisations were services have 
been transferred from the Council to an external party. The Council works very 
closely with these organisations to ensure the risk to the Council of having to pay 
these pension contributions is minimised. 

 

XI. Better Care Fund (Integration Transformation Fund) – The Better Care Fund is 
looking to support the integration of health and social care by bring together the 
Clinical Commissioning Group and Local Authority Budgets into a pooled 
arrangement by 2015/16. This is “to drive closer integration and improve outcomes 
for patients and service users and carers”.   The pooled budget for 2015/16 will be 
£18.506m.  There are risks to the Council around the performance related element of 
the funding (£650k) and that the investment doesn’t result in reduced demand in 
acute service.   

 

XII.  0 to 5s Public Health Transfer - Responsibility for 0 to 5 year olds in relation to the 

Health Visiting Service and the Family Nurse Partnership will transfer from NHS 

England to Public Health on the 1st October 2015.  There is a risk to the Council if 

the funding being transferred is not sufficient to cover the contracts required to 

deliver the service.  

 

XIII. Transfer of Independent Living Fund - The Independent Living Fund (ILF) is a 
discretionary scheme, financed by Government, to help fund care packages for 
people with severe disabilities living within the community, rather than in residential 
care. The scheme works with Local Authorities in areas where the Local Authority 
provides, or intends to provide, packages of care. 
 

The transfer will take place on the 1st July 2015 with Local Authorities being liable for 

the whole of the cost of the care packages, Adult Care are not proposing any change 

in policy regarding allocating care packages, those eligible will still be allocated a 

care package in line with existing policies but the whole package, less any client 

contribution, will in the future be funded by the Local Authority. A general grant will 
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be provided by Central Government to take account of this. The risk to the Council is 

if the general grant does not cover the cost of the care packages provided.    

 

XIV. Social Care Act - The new Social Care Act is due to be implemented over two years 

commencing in 2015/16. In 2015/16 Local Authorities will need to:- 

 
• implement the national eligibility criteria 

• identify carers who support people with eligible needs who are currently not 

paid but could be under the new system  

• supply additional advice and advocacy for people 

• introduce systems to allow for these changes  

• support early assessments for new people eligible for services  

• administer the new mandatory deferred payments scheme  

• recruit and train new staff  

• publicise the changes through an information campaign 

 

Additional changes will be implemented in 2016/17, which will increase the capital 

threshold at which people become self-funders. This means that anyone with capital 

below £118k will be eligible for funding support from the Council. All eligible service 

users will have a cap on their care costs which when reached will result in the 

Council picking up the costs (there will be a lower cap for Adults of working age). All 

eligible service users will be given the right to take out a deferred payments 

agreement and the Local Authority will have to facilitate independent financial advice 

for service users. There is risk that the grant provided by Central Government will not 

cover the additional cost of implementing the changes. 

 

XV. Treasury Management – Treasury Management income and the costs of borrowing 
places a level of risk and uncertainty on the overall budget that supports cash flow 
activities.  Additional work has been undertaken during budget setting to review the 
assumptions contained within treasury management forecasts.  These will however 
be subject to changes within the wider money markets and the commercial climate 
that influences the rates available to the council for borrowing and investment. The 
Credit Ratings of the Banks the Council invests in are reviewed on a weekly basis 
with our External Consultants. There is a risk to the Council that if an investment is 
made with a bank which subsequently goes into liquidation and the investment is 
lost. The mitigation against this is covered in the Treasury Management Strategy. 

 

XVI. Inflation - The budget includes provision for inflation on salaries, other expenditure 
and income. There is a risk to the council if inflation is higher than budgeted for in 
other areas of expenditure.  

 
XVII. Budget Pressures - A number of Council services may experience budget 

pressures during the year.  This is particularly the case with demand led services 
and services with a higher degree of sensitivity to the wider economy.  The budget 
includes £1.25m for unforeseen budget pressures in 2015/16. 

 

XVIII. The projected outturn for 2014/15 is currently indicating an in year saving on the 
budget. This is mainly due to the early implementation of savings.  

 
XIX. Welfare Reform – Central Government announced that they are simplifying and 

reforming the Welfare System to make sure that working is more beneficial than 
claiming benefits. As Central Government introduces the changes to the Welfare 
System there is a financial risk to the Council of increased demand for services. The 
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impact to the Council of these changes is difficult to estimate and therefore as each 
initiative is implemented there is a risk to balances if services overspend due to 
increased demand. 
 

 The financial position for 2016/17 and 2017/18 is currently an estimated deficit of 
£36.9m assuming that the current level of funding is available. This will form the 
provisional savings programme requirement to set a balanced budget for these two 
years. 

 

1.5 Advice on the level of general balances 

1.5.1 General balances are held as a contingency against risks not provided for in 
the Council’s financial plans or other reserves and provisions. The level of 
balances, reserves and provisions are assessed annually to ensure they are 
adequate and take account of known financial risks.  This is achieved by 
considering the ‘potential exposure’ from the risk.  Account is also taken of 
the likelihood of this exposure happening.  An amount is also included for 
specific contingencies and emergencies.  This is not a precise science and 
local circumstances, the strength of financial reporting arrangements and the 
Council’s track record in financial management will also be a key influence on 
the actual potential of any risk materialising. 

1.5.2 Appendix 6B sets out the Council’s general financial risks in 2015/16 with a 
‘potential exposure’ liability where appropriate.  The net value of the potential 
exposure is £11m. 

1.5.3 Based on the risk assessment, the Council’s general balances are sufficient 
to meet potential risks but there is no spare capacity in the required level of 
balances.  If all the potential risks were to materialise it would have a 
significant impact on the level of general balances available during 2015/16 
and later years. Should any of these risks materialise Council will be kept 
informed of the implications. 

1.6 Advice on the level of earmarked reserves 

1.6.1 An analysis of earmarked reserves held by the Council is provided in 
Appendix 6C.  As part of the work undertaken to address the budget gap a 
review of provisions, reserves, grants and balances has been undertaken 
during the course of the budget setting process. All remaining reserves are 
currently either appropriate for the purpose they were set up for and at the 
level required or processes are in place to monitor levels and action plans are 
in place to address any specific issues. We will continue to review and 
challenge reserves as part of the on-going budget process Some of the key 
issues are referred to below: 

• Equalisation Reserve - This reserve has been established to assist the Authority 
in managing its budget requirement for future years and smoothing the impact of 
savings requirement through the identification of one off funds that become 
available.  The level of the reserve is reviewed as part of the budget process 
with contributions increased or decreased as necessary.  

• Insurance Reserve - this is required to cover potential liabilities arising from self-
insurance of certain fire and motor vehicle claims and the self-funding of general 
corporate risks.  The level of the reserve is reviewed as part of the budget 
process with contributions increased or decreased as necessary.  
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• Schools Reserves – school balances are monitored on a regular basis.  The 
current local funding formula provides for balances above agreed limits to be 
clawed back and redistributed to all schools. 

1.7 Prudential Code  

1.7.1 The Prudential Code requires the Chief Finance Officer to ensure that all 
matters required by the Code are taken into account in determining the 
budget and are reported to Budget Fixing Council. In summary the objectives 
of the code are to: 

• Demonstrate the affordability of capital expenditure plans.  

• Ensure prudent external borrowing levels. 

• Verify that treasury management decisions are taken in accordance with 
good professional practice. 

• Underpin the accountability and transparency of an authority’s capital 
investment planning processes. 

• Support effective option appraisal, asset management planning and capital 
strategies.   

1.7.2 These objectives are to be demonstrated by the following indicators which 
are set out in the code:  

• Ratio of Financing Costs to Net Revenue Stream. 

• Impact of Capital Investment Decisions on Council Tax and Housing Rents. 

• Levels of Capital Expenditure. 

• Level of Capital Financing Requirement. 

• Limits on Gross External Debt.  

• Limits on Interest Rate exposures.  

• Limits on Maturity Structure of Fixed Rate Borrowing.  

• Limits on investments for a year and beyond.  

1.7.3 The indicators and limits calculated under the Code are detailed in the 
Treasury Management borrowing and investment strategies for 2015/16, 
which was considered by Cabinet on 12th February 2015.  The Code gives no 
suggestions as to their appropriate level; these have to be set by the authority 
itself based on individual circumstances.   

1.7.4 The conclusions of the borrowing and investment strategies and the 
indicators set as part of that strategy are that capital expenditure plans are 
resourced and levels of borrowing are prudent in relation to the Council’s 
income and assets.  Treasury management practice is audited annually and 
has received a level one audit opinion since 2006/07.  This provides 
assurance that the principles of the code and best professional practice are 
being applied in relation to operational processes and procedures for 
borrowing and investment.   

1.8 Conclusion 

1.8.1 Based on the assessment included in this report I have concluded that the 
budgets as proposed and the associated systems and processes are sound 
and the level of general balances/ reserves are adequate.   

1.8.2 Based on the Cabinet’s recommended budget it is my view that the estimates 
proposed and the tax setting calculations are robust, that reserves are 
adequate and the provisional capital programme is affordable.  All budget 
amendments submitted will need to be reviewed to ensure they do not alter 
this view. 
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APPENDIX 6A 
 
ROBUSTNESS OF THE ESTIMATES MADE FOR THE PURPOSES OF THE BUDGET 
 
1. Introduction 
 

Part 2 of the Local Government Act 2003 introduces a requirement for the Chief 
Finance Officer to report upon the robustness of the estimates made for the purposes of 
the budget and tax setting calculations and the adequacy of the proposed financial 
reserves. 

 
2. Budget Strategy 
 

The Council’s overall framework for its medium term budget is contained in the Medium 
Term Financial Strategy.  The strategy is subject to annual review and update.  The 
strategy provides for a Council wide involvement in supporting an integrated approach 
to the preparation of soundly based capital and revenue plans and associated 
strategies for managing risk and internal control. 
 
Collectively the strategy ensures effective finance management and governance. 
 

3. Budget & Tax Setting Process 
 

The annual budget preparation and tax setting process involves the development of 
robust medium term revenue forecasts and capital plans in the context of the budget 
strategy and in the light of judgements made regarding the need to restrict the increase 
in Council Tax levels. 

 
Budget guidelines and a timetable to govern the process were prepared in consultation 
with services prior to approval by Cabinet in July 2014. They address issues such as 
service levels and improvement, pay and price inflation, fees and charges, external 
funding and consultation. 
 
During the budget process consultation has taken place with Township Committees, the 
Trade Unions, the outcome of which were reported to the Cabinet on 12th February 
2015.  Issues relating to the budget and tax setting have been subject to scrutiny at 
meetings of the Audit and Risk Committee and Overview and Scrutiny Committee 
during the year. 
 
The Council Tax Base for 2015/16 was approved by the Licensing and Regulatory 
Committee on 12th January 2015. 
 
The Business Rates Tax Base for 2015/16 was approved by the Licensing and 
Regulatory Committee on 12th January 2015. 
  
After taking account of issues arising from the consultation process, the Cabinet on 12th 
February 2015 approved the budget and Council Tax for consideration by full Council 
on 24th February 2015.   

 
4. Capital Programme 
 

Affordability of capital expenditure plans is important in determining the overall 
robustness of the budget and adequacy of reserves to deal with potential variations. 
Wider Leadership Team, Strategic Asset Management (SAM) Group, and Operational 
Asset Management (OAM) Group oversee the preparation of the draft capital budget 
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including prioritisation of capital schemes.  The revenue costs of the capital programme 
are also considered and provided for in the revenue budget. Cabinet on 12th February 
2015 recommended an overall Capital Budget.  
 

 
5. In year Financial Monitoring Process 
 

A report updating members on the corporate financial position is submitted to the 
Leadership Team and Cabinet each cycle.  The Director of Finance meets with the 
Portfolio Holder for Finance and the Opposition Portfolio Holder. Cabinet reports are 
subsequently considered by the Overview and Scrutiny Committee.  Budget pressures 
and savings measures are kept under review and Directors projecting an over spend 
can be asked to report to the next meeting on how their budgets will be brought back in 
line.  In year monitoring has identified both actual and potential budget problems and 
appropriate corrective action has been considered.  Financial performance indicators 
report on spend against budget and achievement of approved savings. 

 
6. Financial Risks in the Budget 
 

The formal identification, evaluation and management of key operational and financial 
risks are considered as a separate issue in this report.  

 
7. Reserves 
 

The determination of an appropriate level of reserves and a systematic approach to 
keep this under review and linked to monitoring arrangements is considered as a 
separate issue in this report. 

 

8. Role of Chief Finance Officer 
 

The Director of Finance has certain statutory responsibilities for financial management 
issues and exercises these through the Council’s management structure and by 
maintaining sound and effective arrangements for internal audit and risk management. 

 

9. Grant Thornton Annual Audit Opinion  
 

Grant Thornton undertakes an annual assessment of the Council and delivers an audit 
opinion within the annual audit letter to the Audit and Risk Committee.  The annual audit 
letter will be presented to a future meeting of the Audit and Risk Committee.  
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APPENDIX 6B 
ASSESSMENT OF KEY BUDGET RISKS 2015/16 
 

  
L
e
v
e
l 
o
f 

R
is
k
         Potential 

Exposure Key Risks Details Total Comments / Risk 
Reductions 

    £'m   £'m 

1 

H
ig
h
 

Local 
Government 
Resource 
Review 

Local Authorities 
receive some of 
their funding from 
retaining a level of 
their business 
rates.  Business 
Rateable Values 
are subject to 
appeals which 
affect the amount of 
business rates due.  

30.099 The Council has a 
risk of non- collection 
of Business Rates for 
49% of the estimated 
total business rates 
and any appeals 
agreed with the 
valuation office. 

1.505 

2 

M
e
d
iu
m
 

Localisation 
of Council 
Tax Support 

Local Authorities 
are responsible for 
administering the 
Council Tax 
Support Scheme. 
The Council has 
reviewed the 
scheme for 
2015/16. 

67.508 The Council has the 
risk of additional 
claimants being 
eligible for Council 
Tax Support during 
the year. Council Tax 
payers may not be 
able to pay their 
liability for Council 
Tax. Increased costs 
on recovery and 
enforcement  

0.675 

3 

H
ig
h
 

Funding of 
Local 
Authorities 

Local Authority 
Funding is reducing 
year on year due to 
Central 
Government's 
Economic Plan. 
After the General 
Election in May the 
Chancellor consults 
on the provisional 
finance settlement 
in the Summer and 
issues his Autumn 
Statement in 
November. During 
these consultations 
announcements he 
reviews the level of 
resources available 
to Local Authorities. 
Within these 
announcements 
Local Authorities 
have experienced 
further funding 
reductions. 

82.256 The Budget for 
2015/16 to 2017/18 
includes the level of 
funding available to 
the Council from the 
Chancellor's previous 
announcements and 
a number of 
assumptions have 
been made. There is 
a risk to the Council 
that the figures for 
2015/16 and the 
assumptions for 
2016/17 and 2017/18 
will reduce further. 
This will impact on 
the level of balances 
for 2015/16 and 
therefore will be 
considered as part of 
the budget setting 
process for 2016/17. 

1.645 
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5 

M
e
d
iu
m
 

Pension 
Fund 
Guarantee 

The Council 
guarantees to the 
Greater Manchester 
Pension Fund the 
pension 
contributions of a 
number of 
organisations 
where previous 
employees of the 
Council have tuped 
over. There is a risk 
to the Council if 
these organisations 
default on their 
contributions.  

10.000 The Council currently 
guarantees 31 
organisations  

1.000 

6 

M
e
d
iu
m
 

Transfer of 
Services 

A number of 
Services are 
transferring to the 
Council under 
Public Health from 
NHS England. This 
includes 
responsibility for 0 
to 5 year olds 
Health Visiting 
Service and Family 
Nurse Partnership 
and Independent 
Living. The funding 
for the transfer of 
these services are 
paid via specific 
grants.  

1.000 The risk to the 
Council is that the 
level of funding 
received to provide 
these services is not 
adequate to meet 
demand  

0.050 

7 

M
e
d
iu
m
 

Litigation 
Claims 

As the Council 
reduces the level of 
funding available 
for the future 
provision of 
services there is an 
increased risk of 
litigation.  

10.000 The Council 
mitigates against the 
risk of mitigation 
through robust risk 
assessment 
procedures and 
insurance  

1.000 

8 

M
e
d
iu
m
 

Invest to 
Save 
Schemes - 
Capital 

The Council is 
looking to approve 
a Capital 
Programme where 
a number of 
schemes are invest 
to save. The 
Schemes are 
forecast to generate 
future revenue 
income for the 
Council which will 
be used to repay 

9.541 The risk to the 
Council is that the 
income from these 
invest to save 
schemes does not 
materialise in line 
with the Business 
Plans 

1.431 
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interest and 
borrowing and to 
subsidise future 
Council Service 

10 

M
e
d
iu
m
 

Welfare 
Reform - 
Administratio
n of 
Universal 
Credit and 
implications 

Central 
Government 
announced that 
they are simplifying 
and reforming the 
Welfare System to 
make sure that 
working is more 
beneficial than 
claiming benefits 

2.000 The impact to the 
Council of these 
changes is difficult to 
estimate and 
therefore as each 
initiative is 
implemented there is 
a risk to the 
Balances if services 
overspend. 

0.200 

11 

M
e
d
iu
m
 

Better Care 
Fund 

The Better Care 
Fund is looking to 
bring together the 
Clinical 
Commissioning 
Group and Local 
Authority Budgets 
into a pooled 
arrangement by 
2015/16.  

18.506 The risk to the 
Council is that the 
savings assumed 
from the Better Care 
Fund will not 
materialise. 

0.925 

12 

M
e
d
iu
m
 

Social Care 
Act 

The Social Care Act 
is to be 
implemented over 
two years 
commencing in 
2015/16. There are 
a number of new 
responsibilities 
which Local 
Authorities are 
required to 
Implement. 

1.890 The risk to the 
Council is that the 
grant provided by 
Central Government 
will not cover the 
additional cost of 
implementing  

0.095 
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13 

M
e
d
iu
m
 

Prices 
Inflation 
Provision  

The budget does 
not include a 
provision for price 
increases except 
for contracts 

30.879 Services have 
agreed to manage 
any inflationary 
increases in prices 
within their service 
budgets. There is a 
risk that services will 
not be able to fulfil 
this commitment 

0.926 

14 

M
e
d
iu
m
 Saving 

Proposals  
Implementation 
delayed or not 
achieved 

14.870 Budget Management 1.487 

Political Monitoring 

Performance 
Indicators 

  

 

        

Total 278.549 Net Potential 
Exposure 

10.939 

 

EXPLANATORY NOTE  

 

The General Fund Balances are amounts that are set aside to cushion the impact of 
unexpected events and emergencies. In order to assess the adequacy of these reserves a 
systematic approach was adopted in order to provide a base position. This involved the 
identification of the key financial risks and then determining the potential exposure - which is 
summarised in the table above. In relation to each of the key risks, the potential exposure 
was calculated by considering varying levels of impact and the possibility of the occurrence 
at each level. It must be recognised, however, that this is not a precise science and that 
local circumstances, the strength of financial reporting arrangements and the Council’s track 
record in financial management, should override a ‘formula’ approach. 
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APPENDIX 6C 

 

REVIEW OF EARMARKED RESERVES  

 

Earmarked reserves are amounts set aside to provide for specific areas needing funding. 
The following table lists the various earmarked reserves, the purposes for which they are 
held and provides advice on the appropriate levels. 

 

Purpose of Reserve 

Estimated 
Balances    

1st April 2015    
£000's 

Planned 
(Additions) /  
Withdrawals     

£000's 

Estimated 
Balances       
31st March 

2016                 
£000's 

Equalisation Reserve - This reserve has been 
established to assist the Authority in managing its budget 
requirement for future years by identifying one off funds 
that become available to resource invest to save 
initiatives and the implementation of complex savings 
proposals. 

(32,552) (725) (33,277) 

PFI - This reserve is the cumulative amount of unapplied 
funding received to date which will be utilised to finance 
the Council’s PFI over the whole life of the project.  There 
is also an amount set aside to guard against 
uncertainties in future Retail Price Index increases, 
interest rate fluctuations and back-dated contractor 
claims in relation to the Schools PFI Scheme 

(17,349) (1,665) (19,014) 

Insurance Reserve - This reserve has been established 
in order to finance costs (e.g. claims and premium 
payments) associated with public Liability 

(17,560) 1,337 (16,223) 

Schools Reserve - In accordance with the Education 
Reform Act, 1988 Local Management of Schools 
provides for the carry forward of individual school 
surpluses/deficits. Schools are discouraged from going 
into unmanaged deficits or building up excessive 
surpluses the level of this reserve is determined at school 
level. These balances must be kept available to schools 
and cannot be used by the Authority for other purposes. 

(14,289) 1,000 (13,289) 

Dedicated Schools Grant*  This reserve provides for 
the carry forward of unused balances on the dedicated 
schools grant 

(7,625) 1,503 (6,122) 

Other Reserves - This are various reserves set aside for 
specific purposes, to enable RMBC to meet legislative or 
contractual liabilities 

(7,046) 1,357 (5,689) 

Early Retirement - This reserve has been created to 
fund possible future capital costs arising from early 
retirements/redundancies 

(3,829) (50) (3,879) 

Funding Strategy- This reserve has been established to 
support budgets from 2015/16 onwards as part of the 
financial strategy of the council, and will be utilised by 
2016/17. 

(13,753) 13,422 (331) 

Total (114,003) 16,179 (97,824) 

 
* The estimated balances on the Schools Reserve cannot be used by the Authority for other 
purposes.  
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APPENDIX 6D 
 
SERVICE DIRECTOR SIGN OFFS 

 

 
 
 
 
 
 
 

ADULT SERVICES
BUDGET POSITION 2015/16

SUMMARY OF 2014/15 BUDGET CHANGES

DESCRIPTION
AMOUNT

£000
Budget position agreed at Budget Fixing Council 27th February 2013 60,946

Additional Funds allocated from Contingency 523

Allocation of continuing Budget Pressures funding

Movement either within, or between Services, but which ultimately do not affect the net position 

of the Authority -409

Removal of one year only budgets that do are not included in future years budgets.

61,060

SUMMARY OF MOVEMENT IN SETTING 2015/16 BUDGET

DESCRIPTION
AMOUNT

£000
Reflecting revised budget position as at 31/10/2014 61,060
Reflects the increase in the cost of living - e.g. salary increases 996
Budgets determined by factors which are outside of the Services control - e.g. Depreciation -66
Budget Pressures identified by services 93
The movement in Superannuation contributions 87
Increase or decreases in Grants received by the Authority -1,739
Identified where more resource is needed to support demand within a Service 1,000
See table below for further details -6,872

54,559

BUDGET SETTING MOVEMENT DETAILS

CATEGORY REF DESCRIPTION
AMOUNT

£000

Better Care Fund -1,739

TOTAL -1,739

Adult Care Growth 1,000

TOTAL 1,000

CC01 Review of Terms and Conditions -289

BAU02 Better Care Fund -4250

BAU03 Redesign of Supported Learning Services -53

BAU04 Increased funding from CCG for Carers Services -50

BAU05 Adult Care demographic growth -900

BAU06 Reduction in cost of high cost placements -209

BAU07 Reduction in contract costs for Supporting Living Services -100

AC001 Recommissioning of Adult Care and Support Prevention Services -250

AC003 Reduction in contract costs for Carers support -38

AC004 Home Improvement Agency Efficiency Savings -65

AC005 Reduction in Management Costs – Older People’s Services -45

AC006 Reduction of Management Costs in Adult Care Provider Services -47

AC007 Removal of one Mental Health Practitioner Post -35

AC008 Reduction in administration costs -39

BAU55 Adult Care - Realignment of Budget -131

BAU38 Reduce Supplies and Services budgets -110

BAU15 Mobile Phone Contract -29

BAU27 Removal of unused premises budgets -8

Public Health Investment -224

TOTAL -6,872

SIGNED BY NAME SIGNATURE DATE

Director Sheila Downey 03/12/2014

Less one year only budgets

CATEGORY

Base budget 2014/15

Contingency

Budget pressure allocation

Switches

REVISED BUDGET AT 31/10/2014

CATEGORY

Budget setting starting position

Inflation

Uncontrollable

Budget Pressures

Superannuation

Grant changes

Growth

I confirm that the figures presented reflect a robust budget which would support operational activity in my service in 2015/16. 

This budget may be subject to change as a result of Members' decisions.

In particular the estimates of savings and Public Health investment into the Adult Care service may change as a result of Members' decisions.

2015/16 Saving 

Proposals

2015/16 saving proposals

TOTAL 2015/16 BUDGET

Grant Changes

Growth
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CHILDRENS SERVICES
BUDGET POSITION 2015/16

SUMMARY OF 2014/15 BUDGET CHANGES

DESCRIPTION
AMOUNT

£000
Budget position agreed at Budget Fixing Council 27th February 2013 65,157

Additional Funds allocated from Contingency 1,218

Allocation of continuing Budget Pressures funding

Movement either within, or between Services, but which ultimately do not affect the net position 

of the Authority 507

Removal of one year only budgets that do are not included in future years budgets. -3,665

63,217

SUMMARY OF MOVEMENT IN SETTING 2015/16 BUDGET

DESCRIPTION
AMOUNT

£000
Reflecting revised budget position as at 31/10/2014 63,217
Reflects the increase in the cost of living - e.g. salary increases 426
Budgets determined by factors which are outside of the Services control - e.g. Depreciation -320
Budget Pressures identified by services 1,659

Movement either within, or between Services, but which ultimately do not affect the net position 

of the Authority
-205

The movement in Superannuation contributions 131
The impact of Pay and Grading decisions on the Service 102
See table below for further details -4,083

60,927

BUDGET SETTING MOVEMENT DETAILS

CATEGORY REF DESCRIPTION
AMOUNT

£000

Pay and Grading 102

TOTAL 102

ALL001 Charging Schools for non statutory functions -60

BAU15 Mobile Phone Contract -23

BAU23 Home to School Transport -150

BAU24 School Information, Advice and Guidance Preparation Budget -121

BAU25 Milton St & Crossfield Mill Premises -14

BAU27 Removal of unused premises budgets -27

BAU29 Transfer of some support to Dedicated Schools Grant -154

BAU30 Reduction in School Redundancy Budget -205

BAU31 Reduction in Young Carers commissioning contract -73

BAU32 Reduction in Supported Lodgings budget -30

BAU33 Reduction in commissioning budget for children's rights services -20

BAU42 Workforce Development -30

BAU45 Reduction in External Legal Costs children's Services -50

BAU48 Savings achieved as a result of joint commissioning -50

BAU49 Increase DSG funding to the service -200

BAU56 Short Breaks funding reduction for Children with disabilities -50

BAU57 Young People's Support and Guidance -104

BAU58 Youth Service -74

BAU60 Play development savings proposal -186

BAU61 Supplies, Services, Staffing -100

CC001 Review of Terms and Conditions -579

CS001 Review of Residential Short Breaks Provision for Children with Disabilities -150

CS002 Reduce Costs of Child and Adolescent Mental Health Services -200

CS003 Reduction in Children's Residential Care Costs -100

CS004 Savings Proposal from the Safeguarding Unit -70

CS007 Teaching & Learning Advisor -62

CS009 Early Years & Childcare Advisory Team -147

CS011 Educational Psychology Service -127

CS013 Business Support review -100

CS014 Review of the Integrated Youth Justice Service -100

CS015 Reduction in the budget for the Contact Service -100

CS017 Social Care - savings from work with Bury and Oldham -150

Public Health Investment -477

TOTAL -4,083

SIGNED BY NAME SIGNATURE DATE

Director Gail Hopper

I confirm that the figures presented reflect a robust budget which would support operational activity in my service in 2015/16. 

This budget may be subject to change as a result of Members decisions.

2015/16 saving proposals

TOTAL 2015/16 BUDGET

Pay and Grading

2015/16 Saving 

Proposals

REVISED BUDGET AT 31/10/2014

CATEGORY

Budget setting starting position

Inflation

Uncontrollable

Budget Pressures

Switches

Superannuation

Pay & Grading

Less one year only budgets

CATEGORY

Base budget 2014/15

Contingency

Budget pressure allocation

Switches
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CUSTOMER & CORPORATE SERVICES
BUDGET POSITION 2015/16

SUMMARY OF 2014/15 BUDGET CHANGES

DESCRIPTION
AMOUNT

£000
Budget position agreed at Budget Fixing Council 27th February 2013 7,272

Additional Funds allocated from Contingency 125

Allocation of continuing Budget Pressures funding 528

Movement either within, or between Services, but which ultimately do not affect the net position 

of the Authority 556

Removal of one year only budgets that do are not included in future years budgets. -1,185

7,296

SUMMARY OF MOVEMENT IN SETTING 2015/16 BUDGET

DESCRIPTION
AMOUNT

£000
Reflecting revised budget position as at 31/10/2014 7,296
Reflects the increase in the cost of living - e.g. salary increases 74
Budgets determined by factors which are outside of the Services control - e.g. Depreciation -268
Budget Pressures identified by services 30

Movement either within, or between Services, but which ultimately do not affect the net position 

of the Authority
205

The movement in Superannuation contributions 91
The impact of Pay and Grading decisions on the Service 27
Savings Proposals from previous years, which have an impact in the current year -146
See table below for further details -2,415

4,894

BUDGET SETTING MOVEMENT DETAILS

CATEGORY REF DESCRIPTION
AMOUNT

£000

Pay and Grading 27

TOTAL 27

Payroll and ICT Impact savings -146

TOTAL -146

BAU09 Remove equal pay budget -100

BAU28 Armed Forces -40

CC003 Rationalisation of support for employee relations -50

CC004 ICT Restructure -103

BAU41 Renegotiation of ICT contracts -145

BAU52 Crime Prevention and Community Safety - grants to non - voluntary organisations -20

CC006 Supplies, Services, Staffing -698

ALL001 Charging Schools for non statutory functions -30

BAU15 Mobile Phone Contract -14

CC001 Review of Terms and Conditions -32

BAU38 Reduce Supplies and Services budgets -367

BAU44 Review to bring back data centre from Blackpool -9

BAU53 AGMA budgets -75

Public Health Investment -732

TOTAL -2,415

SIGNED BY NAME SIGNATURE DATE

Less one year only budgets

CATEGORY

Base budget 2014/15

Contingency

Budget pressure allocation

Switches

Recurrent Full Year Effect of prior year savings

REVISED BUDGET AT 31/10/2014

CATEGORY

Budget setting starting position

Inflation

Uncontrollable

Budget Pressures

Switches

Superannuation

Pay & Grading

Julian MasselDirector

Recurrent Full Year 

Effect previous years savings

I confirm that the figures presented reflect a robust budget which would support operational activity in my service in 2015/16. 

This budget may be subject to change as a result of Members decisions.

2015/16 saving proposals

TOTAL 2015/16 BUDGET

Pay and Grading

2015/16 Saving 

Proposals
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ECONOMY AND ENVIRONMENT
BUDGET POSITION 2015/16

SUMMARY OF 2014/15 BUDGET CHANGES

DESCRIPTION
AMOUNT

£000
Budget position agreed at Budget Fixing Council 27th February 2013 59051

Additional Funds allocated from Contingency 2214

Allocation of continuing Budget Pressures funding 520

Movement either within, or between Services, but which ultimately do not affect the net position of the 

Authority 213

Removal of one year only budgets that do are not included in future years budgets.

61,998

SUMMARY OF MOVEMENT IN SETTING 2015/16 BUDGET

DESCRIPTION
AMOUNT

£000
Budget setting starting position Reflecting revised budget position as at 31/10/2014        61,998 

Inflation Reflects the increase in the cost of living - e.g. salary increases 22

Uncontrollable Budgets determined by factors which are outside of the Services control - e.g. Depreciation -107

Superannuation The movement in Superannuation contributions 176

Grant changes Increase or decreases in Grants received by the Authority 400

Pay & Grading The impact of Pay and Grading decisions on the Service 112

Recurrent Full Year Effect of 

prior year savings Savings Proposals from previous years, which have an impact in the current year -248

2015/16 saving proposals See table below for further details -4527

57,826

BUDGET SETTING MOVEMENT DETAILS

CATEGORY REF DESCRIPTION
AMOUNT

£000
Grant Changes Crisis Fund 400

TOTAL 400
Pay and Grading Pay and Grading 112

TOTAL 112

Highways & Property Impact savings -248

TOTAL -248

BAU10 Greater Manchester Road Activities Permit Scheme (GMRAPS) -40

BAU11 Winter maintenance -150

BAU26 School Crossing Patrols - alternative funding -250

BAU46 Review of Parking Enforcement Contract -100

BAU47 Roundabout Income -50

BAU43 Employment Links Income -300

EE002 Waste Services Review -1000

EE004 Renewable Energy -698

EE007 Review and reduction of Economic Affairs operational budgets -195

BAU50 Variable Lighting and LEDs -64

EE008 Economy and Environment Staffing -687

BAU39 Asset rationalisation and disposals -100

BAU15 Mobile Phone Contract -12

BAU38 Reduce Supplies and Services budgets -162

CC001 Review of Terms and Conditions -495

BAU27 Removal of unused premises budgets -8

Public Health Investment -216

TOTAL -4,527

SIGNED BY NAME SIGNATURE DATE

Director Mark Widdup 27/11/2014

REVISED BUDGET AT 31/10/2014

CATEGORY

CATEGORY

Recurrent Full Year 

Effect previous years savings

I confirm that the figures presented reflect a robust budget which would support operational activity in my service in 2015/16.

This budget may be subject to change as a result of Members decisions.

2015/16 Saving 

Proposals

TOTAL 2015/16 BUDGET

Reversal of one year only funding

Base budget 2014/15

Contingency

Budget pressure allocation

Switches
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FINANCE
BUDGET POSITION 2015/16

SUMMARY OF 2014/15 BUDGET CHANGES

DESCRIPTION
AMOUNT

£000

Budget position agreed at Budget Fixing Council 27th February 2013 11,030

Additional Funds allocated from Contingency -163

Allocation of continuing Budget Pressures funding 0

Movement either within, or between Services, but which ultimately do not affect the net position 

of the Authority 383

Removal of one year only budgets that do are not included in future years budgets. -89

11,161

SUMMARY OF MOVEMENT IN SETTING 2015/16 BUDGET

DESCRIPTION
AMOUNT

£000
Reflecting revised budget position as at 31/10/2014 11,161
Reflects the increase in the cost of living - e.g. salary increases 219
Budgets determined by factors which are outside of the Services control - e.g. Depreciation -250
Budget Pressures identified by services -2
The movement in Superannuation contributions 54
Increase or decreases in Grants received by the Authority 0
The impact of Pay and Grading decisions on the Service 3
See table below for further details -1,630

9,555

BUDGET SETTING MOVEMENT DETAILS

CATEGORY REF DESCRIPTION
AMOUNT

£000

Pay and Grading 3

TOTAL 3

BAU12 Increased income from schools -200

BAU13 Reduction in Audit Fees -80

BAU14 Banking contract targeted saving -20

BAU15 Mobile Phone Contract -2

BAU21 Removal of supplies and services budget Leadership Team -20

FS001 Review of Revenues and Benefits – Financial Processing -50

BAU59 Link4Life -800

FS004 Finance Services Staffing Reductions -250

BAU38 Reduce Supplies and Services budgets -51

CC001 Review of Terms and Conditions -150

BAU27 Removal of unused premises budgets -7

TOTAL -1,630

SIGNED BY NAME SIGNATURE DATE

Director Pauline Kane

2015/16 Saving 

Proposals

I confirm that the figures presented reflect a robust budget which would support operational activity in my service in 2015/16. 

This budget may be subject to change as a result of Members decisions.

2015/16 saving proposals

TOTAL 2015/16 BUDGET

Pay and Grading

REVISED BUDGET AT 31/10/2014

CATEGORY

Budget setting starting position

Inflation

Uncontrollable

Budget Pressures

Superannuation

Grant changes

Pay & Grading

Reversal of one year only funding

CATEGORY

Base budget 2014/15

Contingency

Budget pressure allocation

Switches
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PUBLIC HEALTH
BUDGET POSITION 2015/16

SUMMARY OF 2014/15 BUDGET CHANGES

DESCRIPTION
AMOUNT

£000
Budget position agreed at Budget Fixing Council 27th February 2013 0

Additional Funds allocated from Contingency 

Allocation of continuing Budget Pressures funding

Movement either within, or between Services, but which ultimately do not affect the net position 

of the Authority

Removal of one year only budgets that do are not included in future years budgets.

0

SUMMARY OF MOVEMENT IN SETTING 2015/16 BUDGET

DESCRIPTION
AMOUNT

£000
Reflecting revised budget position as at 31/10/2014 0
Reflects the increase in the cost of living - e.g. salary increases 0
Budgets determined by factors which are outside of the Services control - e.g. Depreciation 0
Budget Pressures identified by services 0

Movement either within, or between Services, but which ultimately do not affect the net position 

of the Authority
0

The movement in Superannuation contributions 0
Increase or decreases in Grants received by the Authority 0
Identified where more resource is needed to support demand within a Service 0
The impact of Pay and Grading decisions on the Service 0
Savings Proposals from previous years, which have an impact in the current year 0
See table below for further details 0

0

BUDGET SETTING MOVEMENT DETAILS

CATEGORY REF DESCRIPTION
AMOUNT

£000

TOTAL 0

TOTAL 0

TOTAL 0

TOTAL 0

TOTAL 0

SIGNED BY NAME SIGNATURE DATE

Director Wendy Meston 20 11 14

Reversal of one year only funding

CATEGORY

Base budget 2014/15

Contingency

Budget pressure allocation

Switches

Recurrent Full Year Effect of prior year savings

REVISED BUDGET AT 31/10/2014

CATEGORY

Budget setting starting position

Inflation

Uncontrollable

Budget Pressures

Switches

Superannuation

Grant changes

Growth

Pay & Grading

Recurrent Full Year 

Effect previous years savings

2015/16 Saving 

Proposals

I confirm that the figures presented reflect a robust budget which would support operational activity in my service in 2015/16. 

This budget may be subject to change as a result of Members decisions.

2015/16 saving proposals

TOTAL 2015/16 BUDGET

Grant Changes

Growth

Pay and Grading
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APPENDIX 7 
 
Treasury Management Strategy for 2015/16    
 

1. Background 

 
1.1 CIPFA defines Treasury Management as:  
 “The management of the local authority’s investments and cash flows, its banking, 

money market and capital market transactions; the effective control of the risks 
associated with those activities; and the pursuit of optimum performance consistent 
with those risks.” 

 
1.2 The Council is required to operate a balanced budget, which broadly means that 

cash raised during the year will meet cash expenditure.  Part of the treasury 
management operation is to ensure that this cash flow is adequately planned, with 
cash being available when it is needed.  Surplus monies are invested in low risk 
counterparties or instruments commensurate with the Council’s low risk appetite, 
providing adequate liquidity initially before considering investment return. 

 
1.3 The second main function of the treasury management service is the funding of the 

Council’s capital plans.  These capital plans provide a guide to the borrowing need of 
the Council, essentially our longer term cash flow planning to ensure that the Council 
can meet its capital spending obligations.  This management of longer term cash 
may involve arranging long or short term loans, or using longer term cash flow 
surpluses.   On occasion any debt previously drawn may be restructured to meet 
Council risk or cost objectives.  

 
2. Reporting Requirements 
 
2.1 The Local Government Act 2003 and supporting regulations requires the Council to 

‘have regard to’ the CIPFA Prudential Code and the CIPFA Treasury Management 
Code of Practice to set Prudential and Treasury Indicators for the next three years to 
ensure that the Council’s capital investment plans are affordable, prudent and 
sustainable. 

 
2.2 The Act therefore requires the Council to set out its treasury strategy for borrowing 

and to prepare an Annual Investment Strategy which sets out the Council’s policies 
for managing its investments and for giving priority to the security and liquidity of 
those investments. 

 
3 Treasury Management Strategy Statement 
 
3.1 The main objectives of the Treasury Management Strategy are:  
 

• To effectively manage and control the risks associated with treasury 
management activities giving regard to the Code, and all relevant legislation, 
criteria and limits set within this report. 

• To ensure that sufficient cash is available to enable the Council to discharge its 
financial obligations when they become due. 

• To undertake all borrowing at or below budgeted rates on the basis of best value, 
and also seek opportunities to reduce the cost of servicing existing debt. 

• To minimise the cost of any temporary borrowing (which is required for day to 
day cash flow reasons). 

• To invest prudently having regard to the security and liquidity of Investments and 
the predictability of returns. 
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• To aim to achieve the optimum return on investments commensurate with proper 
levels of security and liquidity.  

 
4. The Borrowing Strategy 
 
4.1 The Council’s capital expenditure plans are a key driver of treasury management 

activity. Members will approve future capital expenditure forecasts elswhere on this 
agenda . Capital expenditure can be funded by external grants and contributions , 
capital receipts and reserves and by revenue contributions . The gap between 
planned capital spend and existing resources results in a funding requirement – 
borrowing . A summary of the estimated potential long term borrowing requirements 
to fund new capital expenditure included in future budgets is shown below. The 
2014/15 requirement comprises £23.2m of rephasing from previous year’s 
programmes, whilst £74m relates to internal borrowing – capital expenditure which 
has already been incurred , funded by internal borrowing from the Council’s reserves 
and balances . As these reserves and balances are utilised for the purpose for which 
they were originally intended, the Council will need to borrow from external sources . 
Invest to Save Schemes have been included, as they will increase the Council’s 
overall borrowing requirement . However, as the schemes are self funded via income 
streams, our overall (net) borrowing costs will not increase . 

 

 

Table 1 : Borrowing Requirement 2014/15 2015/16 2016/17 2017/18

£000 £000 £000 £000

Current Approved Capital Programme 11,081 6,926 6,291 5,931

Invest to Save Schemes 5,875 10,271 9,229 2,244

Rephasing - Previous Capital Programmes 23,174 -         -         -         

Potential New Borrowing - Previous Years 73,957 6,487 5,152 -         

114,087 23,684 20,672 8,175  
 
4.2 The Council’s Capital Financing Requirement (CFR) is the historic outstanding 

capital expenditure which has not yet been paid for from either revenue or capital 
resources. It is essentially a measure of the Council’s underlying borrowing need. 
Any capital expenditure which has not immediately been paid for will increase the 
CFR. The Council also charges its revenue account with a prudent amount each 
year to adequately cover its debt repayment obligations. This is known as Minimum 
Revenue Provision (MRP) – see Appendix 7D for further details. The projected 
movement in the CFR (which can be viewed as the Council’s underlying borrowing 
need) is shown below. 
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Table 2 : Capital Financing Requirement Current Estimate Estimate Estimate

2014/15 2015/16 2016/17 2017/18

£000 £000 £000 £000

Opening CFR

General Fund 363,373 392,167 398,948 399,388

Capital Spend - Borrowing (Int & Ext) 36,195 17,197 15,520 8,145

PFI Additions 7,650 3,956 5

MRP (Including Current PFI) (14,296) (13,574) (14,241) (14,258)

GM Debt Repayment (755) (798) (844) (893)

Closing CFR

General Fund 392,167 398,948 399,388 392,382

PFI Finance Leases

Opening 101,458 106,883 108,404 105,558

Additions 7,650 3,956

Repayments (2,225) (2,435) (2,846) (3,069)

Closing 106,883 108,404 105,558 102,489

Underlying Borrowing Requirement 285,284 290,544 293,830 289,893

 
4.3 The CFR includes the Council’s Private Finance Initiative (PFI) long term liabilities. 

Such schemes include a borrowing facility which falls to the contractor. The Council 
is not required to borrow separately to finance these schemes. Hence PFI schemes 
are usually deducted from the overall CFR to produce the Council’s own underlying 
borrowing requirement. 

 
4.4 The Council’s borrowing position and CFR are shown after the application additional 

capital receipts to fund shorter term borrowing (£6m in 2013/14 and £5m in 2014/15). 
 
5. Current Portfolio Position 
 
5.1 The Council’s estimated treasury portfolio position at 31st March 2015 with forward 

projections is summarised below (table 3).  
 
Table 3 : Debt Portfolio New General

Balance  Borrowing Repayments Balance Balance Balance Balance

Debt Type at 1/4/14 to 31/3/15 to 31/3/15 at 31/3/15 at 31/3/16 at 31/3/17 at 31/3/18

£000 £000 £000 £000 £000 £000 £000

Fixed Rate Debt

PWLB 12,869 40,130 (857) 52,142 68,670 83,516 90,996

Short Term Fixed Rate 8,450 -              (8,450) -               -               -               -               

Market - Fixed Rate 38,000 -              -               38,000 53,000 73,000 71,000

Internally Borrowed 67,042 6,915 -               73,957 80,444 85,596 85,596

Total Fixed Rate Debt 126,361 47,045 (9,307) 164,099 202,114 242,112 247,592

Variable Rate Debt

PWLB - Variable Rate -             -              -               -               -               -               -               

Market - Variable Rate 92,000 -              -               92,000 77,000 57,000 59,000

Total Variable Rate Debt 92,000 -              -               92,000 77,000 57,000 59,000

TOTAL RMBC DEBT 218,361 47,045 (9,307) 256,099 279,114 299,112 306,592

 
5.2 As part of the Council’s Housing Stock Transfer in March 2012, most of our PWLB 

debt was repaid by DCLG as part of the overall settlement. This significantly altered 
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the balance of our portfolio. The majority of our opening debt (1/4/14) is with 
commercial banks in the form of long term (40 years plus) LOBO loans (£130m) with 
only £12.9m PWLB debt.  
 

5.3 The Council also has obligations to repay its share of debt inherited after the 
dissolution of the Greater Manchester Council.  
 

5.4 The table below (table 4) shows our total gross debt and net debt after deducting our 
estimated level of short term investments. 

 
Table  4 : Net Borrowing Requirement Current Estimate Estimate Estimate

2014/15 2015/16 2016/17 2017/18

£000 £000 £000 £000

Borrowing Requirement BR = CFR less PFI 285,284 290,544 293,830 289,893

Total RMBC Debt 256,099 279,114 299,112 306,592

Balance on GM Debt 6,648 5,850 5,005 4,113

Total Gross Debt 262,747 284,964 304,117 310,705

Gross Under/(Over) borrowing (BR less Gross Debt) 22,537 5,580 (10,287) (20,812)

Less Short Term Investments (45,000) (45,000) (45,000) (45,000)

Net Borrowing Requirement (NBR) 217,747 239,964 259,117 265,705

Net Underborrowing (BFR less NBR) 67,537 50,580 34,713 24,188

 
5.5 The Prudential Code states that authorities should ensure that, over the medium-

term, net borrowing should only be for a capital purpose. This means that net 
external borrowing should not, except in the short-term, exceed the capital financing 
requirement for the previous year plus the additional CFR for the current and next 
two years. This allows some flexibility for limited early borrowing for future years, but 
ensures that borrowing is not undertaken for revenue purposes.  

 
5.6 When looking at net borrowing, it is not envisaged that there will be any difficulty in 

complying with this throughout the period covered by this report, although the gap to 
our CFR is narrowing . If full external borrowing is undertaken, gross debt will exceed 
CFR in 2016/17. This is not a major cause for concern. It occurs as a consequence 
of our long maturity profile post Stock Transfer. Prudent provision is being made for 
the repayment of debt in the future (reducing the CFR) though actual debt continues 
to rise as new loans (to fund capital expenditure) exceed current actual repayments. 
In practice, our actual level of external borrowing is unlikely to rise to its full level over 
the period of this report as a strong balance sheet position is maintained. However, 
Treasury staff will continue to have reference to this issue when reviewing maturity 
dates of new loans to restore the ‘desired’ balance. 

 
6. Treasury Indicators – Limits to Borrowing Activity  
 
6.1 The Operational Boundary represents a limit which external borrowing should not 

normally exceed. Its value is calculated with reference to: 
§ Current outstanding debt. 
§ Estimates of the authority’s capital investment plans. 
§ The potential requirement to refinance and/or restructure loans. 
§ Possible third party loans 
§ An allowance for temporary borrowing arising from normal day to day cashflow 

fluctuations.  
 
 Estimates for 2014/15 to 2017/18 are shown below (table 5): 
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Table 5 : OPERATIONAL BOUNDARY Current Estimate Estimate Estimate

2014/15 2015/16 2016/17 2017/18

£000 £000 £000 £000

Opening Debt - RMBC 151,319 256,099 279,114 299,112

New Borrowing Net of Repayments 104,780 23,015 19,998 7,480

Closing Debt - RMBC 256,099 279,114 299,112 306,592

Third Party Loans & Investments 6,676 5,640 5,539 5,438

Temporary Cash Flow Fluctuations 12,805 13,956 14,956 15,330

Total - Excluding Other Long Term Liabilities 275,580 298,710 319,607 327,360

Other Long Term Liabilities 

Greater Manchester Council Debt 7,403 6,648 5,850 5,006

Existing PFI Schemes 106,883 108,404 105,563 102,494

114,286 115,052 111,413 107,500

Total Including Long Term Liabilities 389,866 413,762 431,020 434,860

 
6.2 The Code states that occasional and temporary breaches of the Operational 

Boundary, whilst not ideal, are acceptable. It is recommended that delegated 
authority be given to the Director of Finance to action this if it felt to be advantageous 
to the Council. Any such changes would be reported to Cabinet at its next meeting 
following the change.  

 
6.3 The Authorised Limit for external borrowing represents a control on our maximum 

level of borrowing. This represents a limit beyond which external borrowing is 
prohibited.  

 
6.4 The Operational Boundary is the start point for the calculation of the Authorised Limit 

to which is added sufficient headroom to accommodate such issues as unusual cash 
movements , borrowing in advance of need and the early maturity of commercial 
debt with repayment options (LOBOs). Levels for 2014/15 to 2017/18 are shown in 
table 6.  

 
Table 6 : AUTHORISED LIMIT Current Estimate Estimate Estimate

2014/15 2015/16 2016/17 2017/18

£000 £000 £000 £000

Operational Boundary 389,866 413,762 431,020 434,860

Borrow in Advance of Need (next year's cap prog) 17,197 15,520 8,175 8,175

LOBO Refinancing 92,000 77,000 57,000 59,000

Additional Headroom - Unusual Cash Movements 19,493 20,688 21,551 21,743

Total 518,556 526,970 517,746 523,778

 
7. Prospects for Interest Rates 

7.1 The Council has appointed CAS as its Treasury Advisor. Part of that service is to 
assist the Council to formulate a view on interest rates. The table below (table 7) 
summarises CAS’s view on future interest rates: 
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Tab 7 : Interest Rates Mar-15 Jun-15 Sep-15 Dec-15 Mar-16 Mar-17 Mar-18

% % % % % % %

Bank Rate 0.50       0.75       0.75       1.00       1.00       1.50       2.50       

5 Year PWLB Rate 2.70       2.70       2.80       2.90       3.00       3.40       3.50       

10 Year PWLB Rate 3.40       3.50       3.60       3.70       3.80       4.10       4.30       

25 Year PWLB Rate 4.00       4.10       4.30       4.40       4.50       4.80       5.00       

50 Year PWLB Rate 4.10       4.20       4.30       4.40       4.50       4.80       5.00       

 

The PWLB rates quoted above are net of HM Treasury’s Certainty Rate which was 
introduced on 1st November 2012. The authority benefits from a 0.2% reduction to 
the standard rate in return for providing information about its future borrowing plans. 

7.2 The price of the borrowing undertaken by the Council is influenced by the prices of 
sovereign debt, or gilts, traded on the gilt market. Movements in the prices of gilts 
are influenced by a combination of UK and global inflation expectations, interest rate 
forecasts and the effects of supply and demand. The effects of the world banking 
crisis has followed through to 2014/15 and will continue to influence the world’s 
economies for the foreseeable future. Rates are currently relatively low though they 
are expected to rise. This position is expected to continue in the short / medium term. 

7.3 The Council’s borrowing strategy will give consideration to borrowing in the following 
forms: 

 
7.4 The cheapest borrowing will generally be internal borrowing by running down cash 

balances (from its reserves and balances) and foregoing interest earned at 
historically low rates in a relatively high risk environment. However, in view of the 
overall forecast for long term borrowing rates to increase over the next few years, 
consideration will also be given to weighing the short term advantage of internal 
borrowing against potential increased long term costs .This decision will also be 
influenced by the ‘cost of carry’ – the difference between current borrowing and 
investment rates – which will be considered against the backdrop of uncertainty and 
affordability constraints , taking into account the Council’s overall financial position .  

 
7.5 The Council carries out most of its permanent borrowing from the PWLB, as the 

interest rates are generally the cheapest available and can be fixed for the term of 
the loan to provide greater certainty. Use of temporary borrowing from other public 
authorities will continue in 2015/16 to match cashflow requirements during the year. 
Longer term rates will be monitored in consultation with our advisors and longer term 
rates locked in to if a sustained upward movement in rates is expected. 

 
7.6 Given the overall size of past capital programmes, the relatively long maturity profile 

of existing debt and the current ratio of MRP compared to actual loan repayments, it 
is envisaged that relatively short / medium term annuity or equal instalment 
repayment loans (in which part of the loan principal is paid off each year as well as 
interest) will be taken for future borrowing. 

 
7.7 Commercial loans will be considered on a comparative basis with equivalent PWLB 

debt and may be selected if they are thought to offer best value and conform to the 
Council’s borrowing strategy. The market for these loans has been relatively 
stagnant in the last twelve months with few options available. 

 
7.8 Further considerations to achieve the objectives are as follows: 
 

• Give due consideration to the impact of new borrowing or debt  restructuring on 
the Council’s debt maturity profile and the associated implications for interest rate 
risk and the Authority’s balance sheet. 
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• Continue to seek out new products that may become available in the debt market 
that are suitable for Local Authority purposes. One option to be explored is the 
use of bond placements to raise funding possibly working alongside other local 
authorities to share costs and attract investors. 

• Consider and mitigate the effects of developments in Accounting Standards on 
the Council’s income and expenditure account which may be created by 
borrowing decisions. 

• Increase the use of direct dealing with counterparties in relation to debt where 
this approach reduces brokerage costs and/or secures lower interest charges. 

7.9 In normal circumstances the main sensitivities of the forecast are likely to be the two 
scenarios noted below. The Council officers, in conjunction with the treasury 
advisors, will continually monitor both the prevailing interest rates and the market 
forecast, adopting the following responses to a change of sentiment: 

 

• If it were felt that there was a significant risk of a sharp FALL in long and short 
term rates, e.g. due to a marked increase of risks around relapse into recession 
or of risks of deflation, then long term borrowings will be postponed, and 
potential rescheduling from fixed rate funding into short term borrowing will be 
considered. 
 

• If it were felt that there was a significant risk of a much sharper RISE in long and 
short term rates than those currently forecast, perhaps arising from a greater 
than expected increase in world economic activity or a sudden increase in 
inflation risks, then the portfolio position will be re-appraised with the likely action 
that fixed rate funding will be drawn whilst interest rates were still relatively low . 

 
 
8. Policy on Borrowing in Advance of Need 
 
8.1 The Council will not borrow more than or in advance of its needs, purely in order to 

profit from the investment of the extra sums borrowed. Any decision to borrow in 
advance will be within approved Capital Financing Requirement estimates, and will 
be considered carefully to ensure that value for money can be demonstrated and 
that the Council can ensure the security of such funds.  

 
9. Debt Rescheduling 
 
9.1 As short term borrowing rates will be considerably cheaper than longer term fixed 

interest rates, there may be potential opportunities to generate savings by switching 
from long term debt to short term debt . However, these savings will need to be 
considered in the light of the current treasury position and the size of the cost of debt 
repayment (premiums incurred) .  

 
9.2 The reasons for any rescheduling to take place will include:  

• the generation of cash savings and / or discounted cash flow savings; 

• helping to fulfil the treasury strategy; 

• enhance the balance of the portfolio (amend the maturity profile and/or the 
balance of volatility). 

 
9.3 Consideration will also be given to identify if there is any residual potential for making 

savings by running down investment balances to repay debt prematurely as short 
term rates on investments are likely to be lower than rates paid on current debt.   

 
9.4 The current PWLB spread between the rates applied to new borrowing and 

repayment of debt, has meant that PWLB to PWLB debt restructuring is now much 
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less attractive than prior to 2007. In particular, consideration would have to be given 
to the large premiums which would be incurred by prematurely repaying existing 
PWLB loans and it is very unlikely that these could be justified on value for money 
grounds if using replacement PWLB refinancing. 

 
10. Debt Related Budgets 
 
10.1 The following table (table 8) summarises external interest charges for the treasury 

function on our managed debt portfolio. 
 

Table 8 Interest Budget Estimate Estimate Estimate Estimate

2014/15 2015/16 2016/17 2017/18

£000 £000 £000 £000

Total Loan Interest Budget 10,271 11,373 12,396 13,159

Less Invest to Save Schemes (116) (497) (990) (1,313)

Net Interest Budget 10,155 10,876 11,406 11,846

 
 

11. Investment Strategy 

11.1 The Council’s investment priorities will be security of capital first, liquidity second, 
then return. 

 
11.2 The day to day cash requirements needed to fund general revenue and capital 

expenditure will continue to be managed on a proactive basis by the treasury 
function. Cashflow forecasting produced by the Council will be used to ensure that 
investments are placed for the most relevant period to ensure sufficient liquid 
resources are availaible to meet its financial obligations, whilst achieving the 
optimum return on investments commensurate with proper and emphasised levels of 
security and liquidity. The risk appetite of the Council is low in order to give priority to 
the security of its investments . 

 
12. Creditworthiness Policy 
 
12.1 The Icelandic banks crisis , the current economic climate and the financial difficulties 

faced by UK and international banks have placed security of investments at the 
forefront of Treasury Management Investment Policy . 

 
12.2 The Council will continue to ensure that : 
 

1 It maintains a policy covering the categories of investments it will invest in, 
criteria for choosing investment counterparties with adequate security and 
monitoring their security.   

2 It has sufficient liquidity in its investments.  For this purpose it will set out 
procedures for determining the maximum periods for which funds may prudently 
be committed.  These procedures also apply to the Council’s prudential 
indicators covering the maximum principal sums invested.   

12.3 The Director of Finance will maintain a counterparty list in compliance with specified 

criteria and will revise the criteria and submit them to Council for approval as 
necessary.   

 

12.4 The table below (table 9) shows the minimum long and short term ratings that the 
Council will adhere to in making its investments. 
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Table 9 : Credit Ratings

Long 

Term

Short 

Term

Long 

Term

Short 

Term

Nationalised (Semi) UK Banks A- and F1 Baa2 and P2

All Other UK Banks and Building Socities A and F1 A3 and P1

Other International Banks AA- and F1 Aa3 and P1

Debt Management Agency Deposit Facility N/A N/A N/A N/A

Other Local , Police & Fire  Authorities N/A N/A N/A N/A

LOWER OF

Institution Type Fitch Rating OR Moody’s Rating 

(Minimum) (Minimum)

 

12.5 The ratings are provided by two of the leading credit agencies – Fitch and Moody’s. 
They provide independent objective assessments of the credit worthiness of 
institutions and countries, which help investors decide how risky it may be to invest 
money in a certain financial institution. The prime credit worthiness rating is Fitch’s 
long term rating which is between AAA for the prime institutions down to D for those 
in default. There is a range of 21 ratings, and the minimum limits set only allows 
investments with the higher rated institutes as detailed above. 

 
12.6 The Council also uses the creditworthiness service provided by CAS. This service 

has been progressively enhanced over recent years and now uses a sophisticated 
modelling approach with credit ratings from all three rating agencies – Fitch, Moody’s 
and Standard & Poors - forming the core element.  However, it does not rely solely 
on the current credit ratings of counterparties but also uses the following as overlays:  

 

• Credit watches and credit outlooks from credit rating agencies 

• Credit Default Swap (CDS) spreads to give early warning of likely changes in 
credit ratings 

• Sovereign ratings to select counterparties from only the most creditworthy 
countries 

 
12.7 This modelling approach combines all of this information via a weighted scoring 

system which is then combined with an overlay of CDS spreads.  The end product of 
this process is a series of colour coded bands which indicate the relative 
creditworthiness of each counterparty and the possible length of any Council 
investment : 

• Yellow – 5 years (applies to UK Government Gilts , deposits with the UK Debt 
Management Office , other local authorities / public bodies and Multilateral 
Development Banks) 

• Purple – 2 years 

• Blue - 1 year (only applies to nationalised or semi nationalised UK Banks) 

• Orange - 1 year (other banks) 

• Red -  6 months 

• Green – 100 days (formerly 3 months) 

• No colour – generally not to be used 
 
12.8 All credit ratings will be monitored  weekly. The Council is alerted to changes to 

ratings of all three agencies through its use of the CAS creditworthiness service. We 
are also told which counterparties have moved to negative / positive watch and 
which may be closest to a possible downgrade . 
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12.9 If a downgrade results in the counterparty / investment scheme no longer meeting 
the Council’s minimum criteria, current investments will be recovered at the earliest 
opportunity and its further use will be withdrawn. 

 
12.10 In practice, the Council will use a combination of it’s own creditworthiness ratings 

and Sector’s scoring system /  advice to establish an on-going counterparty list . 
On occasion, fine tuning by an individual credit rating agency can lead to a 
counterparty temporarily being reduced below Council’s Credit Criteria (on one 
factor) yet maintaing a high overall score using Sector’s system (or vice versa) . In 
this instance an overall view will be taken on the merit of the counterparty and its 
continued use . Such rare instances will be reported as part of the next possible 
Financial Update Report .  

 
12.11  Several global industry wide changes are set to take place in financial markets during 

2015/16 . These include Bank Stress Testing , European Union (EU) directives on 
Bank Recovery and Deposit Guarantee Schemes and the probable removal by 
Ratings Agencies of their factors in relation to perceived systemic support (the 
propensity of a sovereign state to bail out a financial institution) . All may lead to 
increased volatility in ratings , however , the timing and extent of these changes is 
not yet clear. If the changes have significant impacts , requiring a re-assessment of 
the ratings listed in table 9 , it is recommended that delegated approval be given to 
the Director of Finance to temporarily suspend the Council’s own creditworthiness 
criteria in favour of the modelling approach adopted by our financial advisors . 

 
12.12  The Council’s current contract with CAS is due for extension / renewal in November 

2015 . if the contract is not extended , a revisesd process would need to be 
introduced from that date . 

 
14. Money Market Funds 
 
14.1 Money Market Funds (MMF) and UK Gilt Funds with high credit ratings will continue 

to be used for short-term cash investments where they provide an opportunity of 
reasonable returns combined with exceptional liquidity .  MMFs invest in a portfolio of 
short term, high quality debt instruments, helping the Council to spread its risk 
exposure . MMFs are managed and rated by the credit agencies within very specific 
guidelines.   

 
14.2 For the purposes of investing in MMFs and UK Gilt Funds, the definition of ‘high 

credit rating’ will cover those funds that are rated as triple-A (AAA) by the main credit 
rating agencies which can be established from information supplied by CAS.   

 
14.3 The introduction of EU directives and changes to regulations relating to Net Stable 

Funding and Liquidity Coverage Ratios mean that the overall attractiveness of short-
dated MMF investments may be significantly reduced in 2015/16. The Council will 
therefore monitor its use of such investments and be mindful of alternatives.  

 

15. UK Building Societies 

 

15.1 Many UK Building Societies continue to be without credit ratings altogether or have 
poor ratings and consequently most have been removed from our counterparty list. 
As an additional safeguard investments will only be made with any building society 
which have assets in excess of £1,000m. 

 

16. Investment Limits 
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16.1 The monetary limits for institutions on the Council’s counterparty lists are shown in 
table 10 below. In certain special circumstances, authority is delegated to the 
Director of Finance to exceed our normal day to day limits. This might include the risk 
of the removal or capping of our borrowing powers by Central Government or the 
threat of imminent significant increases to PWLB interest rates. This would ensure 
that the Council can still place money with the relatively few counterparties of highest 
creditworthiness in case of the requirement to borrow in advance of absolute need to 
achieve value for money for the Council . Any instance of the Special Circumstances 
Limits being actioned will be reported retrospectively to Cabinet. 

  

Table 10 : Investment Limits Fitch Rating Moody's

Institution (Long Term) (Long Term)

UK Nationalised / Part Nationalised Banks A- Baa2 £10,000,000 £15,000,000

Banks and Building Societies AA- and above Aa3 and above £10,000,000 £15,000,000

Banks and Building Societies A and A+ A3 to A1 £5,000,000 £8,000,000

Council's Banker - Barclays n/a n/a £8,000,000 £10,000,000

Bank Group Overall Limit £15,000,000 £25,000,000

Money Market Fund AAA AAA £10,000,000 £15,000,000

Debt Management Office n/a n/a £40,000,000 £60,000,000

Fire/Local/Police Authority n/a n/a £10,000,000 £15,000,000

OR Normal 

Investment Limit

Special 

Circumstances  

Limit

 

16.2 In February 2015 the Council plans to switch its main day to day banking operations to 
Barclays. As part of our new banking package it is possible to place money in a 
linked interest bearing instant access account automatically via electronic transfer. In 
view of the reasonable interest rate offered on this account (compared to other on 
call options), Barclays relatively strong rating and ease of administration it is 
proposed to increase the limit on this account to £8 million (providing the bank 
continues to meet the minimum level required). 

 

16.3 As part of the Local Authority Mortgage Scheme (LAMS) approved by Cabinet on 4th 
July 2012 , the Council is currently participating in a cash backed mortgage scheme 
which requires the placing of a five year deposit with the mortgage provider (Lloyds 
Bank) to indemnify loans made . This is an integral part of the policy initiative and is 
considered to be outside of the criteria above. 

 

17. Custodial Account – Certificates of Deposit 
 
17.1 In December 2013 , the Council opened a custodial account with Kings & Shaxson . 

This gives us access to a range of high quality institutions (which normally do not 
deal directly with local authorities) via Certificates of Deposit. This will enable us to 
expand our counterparty list whilst ensuring capital is secure. The Council will 
continue to apply the same credit rating criteria and limits to these investments as 
laid out in tables 9 and 10 . 

 

18. Investment Budgets and Targets 

 

18.1 The following table (table 11) summarises the investment budget for the treasury 
function: 
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Table 11 : Investment Income 2013/14 2014/15 2015/16 2016/17

£000 £000 £000 £000

Investment Income 400 400 400 400
 

 

18.2 With interest rates on investments at historic lows, a reducing level of internal 
balances, an increased emphasis on security of capital rather than return and 
potentially lower returns on short-dated maturities this target will be challenging to 
achieve. 

 

18.3 The treasury function will continue to benchmark its investment performance for the 
year against the seven day LIBID (London Interbank Bid) plus two basis points – i.e. 
to outperform seven day cash rates. This is the most commonly used performance 
indicator by local authorities for the measurement of investment returns. 

 

19. Additional Prudential Treasury Indicators  

 

19.1 The Prudential Code contains several indicators that have not been separately 
identified in the main body of this report. These are summarised in Appendix 7C. 

 

20. Policy on the Use of External Service Providers 

 

20.1 The Council use CAS as its external treasury management advisors. 
 
20.2 The Council recognises that responsibility for treasury management decisions 

remains with the organisation at all times and will ensure that undue reliance is not 
placed upon our external service providers.  

 
20.3 It also recognises that there is value in employing external providers of treasury 

management services in order to acquire access to specialist skills and resources. 
The Council will ensure that the terms of their appointment and the methods by 
which their value will be assessed are properly agreed and documented, and 
subjected to regular review.  

 

 

21. Scheme of Delegation and the Role of the Director of Finance 

 

21.1 Please see Appendix 7B for the responsibilities of member groups and officers in 
relation to treasury management.  

 

22. Minimum Revenue Provision (MRP) Strategy  

 

22.1 Please see Appendix 7D for the Council’s policy for paying off an element of 
accumulated capital expenditure through a charge to its revenue budget each year – 
the Minimum Revenue Provision (MRP). 

 

23. Conclusions 



 

71 
 

 

23.1 The borrowing strategy for 2015/16 is broadly similar to the strategy agreed for 
2014/15, which has been successful in relation to the objectives of minimising 
exposure to risk, reducing revenue costs and maintaining the security of the 
Council’s debt.  

 
23.2 Our investment strategy will continue to place emphasis on the security of capital 

rather than return to reflect current market conditions. The Council will continue to be 
vigilant in monitoring investment criteria to reduce unnecessary exposure to risk. 
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Appendix 7A 
CIPFA Treasury Management Code of Practice 
 
  
CIPFA recommends that all public service organisations adopt, as part of their standing 
orders, financial regulations, or other formal policy documents appropriate to their 
circumstances, the following four clauses. 
 
1. The Council will create and maintain, as the cornerstones for effective treasury 
management: 

• a treasury management policy statement, stating the policies, objectives and 
approach to risk management of its treasury management activities 

• suitable treasury management practices (TMPs), setting out the manner in which the 
Council will seek to achieve those policies and objectives, and prescribing how it will 
manage and control those activities. 

 
The content of the policy statement and TMPs will follow the recommendations contained in 
Sections 6 and 7 of the Code, subject only to amendment where necessary to reflect the 
particular circumstances of this organisation. Such amendments will not result in the 
organisation materially deviating from the Code’s key principles. 
 
2. The Council will receive reports on its treasury management policies, practices and 
activities, including, as a minimum, an annual strategy and plan in advance of the year, a 
mid-year review and an annual report after its close. 
 
3. The Council delegates responsibility for the implementation and regular monitoring of its 
treasury management policies and practices to Cabinet and for the execution and 
administration of treasury management decisions to the section 151 Officer who will act in 
accordance with the Council’s policy statement and TMPs and, if he/she is a CIPFA 
member, CIPFA’s Standard of Professional Practice on Treasury Management. 
 
4. The Council nominates the Overview and Scrutiny Committee to be responsible for 
ensuring effective scrutiny of the treasury management strategy and policies. 

 
 
The Treasury Management Policy Statement (TMPs) 
 
This organisation defines its treasury management activities as: 

1. The management of the organisation’s investments and cash flows, its banking, 
money market and capital market transactions; the effective control of the risks 
associated with those activities; and the pursuit of optimum performance consistent 
with those risks. 

2. This organisation regards the successful identification, monitoring and control of risk 
to be the prime criteria by which the effectiveness of its treasury management 
activities will be measured. Accordingly, the analysis and reporting of treasury 
management activities will focus on their risk implications for the organisation, and 
any financial instruments entered into to manage these risks. 

3. This organisation acknowledges that effective treasury management will provide 
support towards the achievement of its business and service objectives. It is 
therefore committed to the principles of achieving value for money in treasury 
management, and to employing suitable comprehensive performance measurement 
techniques, within the context of effective risk management. 
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Appendix 7B 
 
Treasury Management Scheme of Delegation 
 

(i) Full Council 

• receiving and reviewing reports on treasury management policies, practices and 
activities 

• approval of annual strategy. 

• approval of/amendments to the organisation’s adopted clauses, treasury 
management policy statement and treasury management practices 

• budget consideration and approval 

• approval of the division of responsibilities 

 

(ii)  Cabinet 

• receiving and reviewing regular monitoring reports and acting on recommendations 

• approving the selection of external service providers and agreeing terms of 
appointment. 

 

(iii) Overview & Scrutiny Committee   

• reviewing the treasury management policy and procedures and making 
recommendations to the Cabinet. 

 

The Treasury Management Role of the Director of Finance 

 

The Director of Finance 

• recommending clauses, treasury management policy/practices for approval, 
reviewing the same regularly, and monitoring compliance 

• submitting regular treasury management policy reports 

• submitting budgets and budget variations 

• receiving and reviewing management information reports 

• reviewing the performance of the treasury management function 

• ensuring the adequacy of treasury management resources and skills, and the 
effective division of responsibilities within the treasury management function 

• ensuring the adequacy of internal audit, and liaising with external audit 

recommending the appointment of external service providers. 
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Appendix 7C 
 
Other Prudential Indicators 
 
1.1  The Code contains prudential indicators which assess the overall affordability of our 

capital expenditure plans, providing an indication of their impact on the Council’s overall 
finances (see table 12). 

 
1.2 The ratio of financing costs to revenue streams identifies the cost of borrowing (net of 

investment income) as a percentage of the net revenue streams of the Council. 
 
1.3  The incremental impact of capital investment decisions on band D council tax identifies 

the additional revenue costs of the Council’s proposed capital programme. 
 
1.4  Both indicators are based on the current budget, but will invariably include some 

estimates, such as the level of government support, which are not published over a 
three year period . 

 
Table 12 : Affordability Indicators 2014/15 2015/16 2016/17 2017/18

Financing Costs / Revenue Streams 10.50% 11.77% 12.30% 12.83%

Incremental Impact - Band D Council Tax £5.01 £5.98 £6.51 £6.80

 
 
2.1  The Code requires local authorities to set upper limits on the percentage of outstanding 

principal amounts that are fixed rate and variable rate loans at any point during the 
forthcoming year and the following two financial years. The variable figure is calculated 
net of investments therefore, for example, should the value of investments in one year 
exceed the level of variable debt over the equivalent period then this will have the effect 
of creating a negative percentage figure for variable rate debt and a figure greater than 
100% for fixed rate debt.  

 
2.2   Following discussion with CAS, it is recommended that the limits set out in Table 13 be 

applied for the period 2015/16 to 2017/18 .The repayment of a large part of our fixed 
rate PWLB debt as part of Stock Transfer has increased the amount of variable debt 
(usually LOBOs which were excluded from the repayment exercise). 

 

Table 13 : Fixed / Variable Debt LimitsUpper Limit % Lower Limit %

Fixed 125 40

Variable 55 (25)  
 
3.1  It is important that local authorities manage the risks associated with having too large a 

proportion of their debt maturing and requiring refinancing at a time of unfavourable 
interest rates. The Code, therefore, requires authorities to set upper and lower limits on 
the amount of principal amounts outstanding which will mature in different time periods 
as a percentage of total projected borrowing. Following discussion with CAS, the limits 
set out in Table 14 are recommended for approval for the years 2015/16 to 2017/18 .  

 

Table 14 Maturity Limits Upper Limit % Lower Limit %

Under 12 months 60 0

12 months to 2 years 60 0

2 years to 5 years 60 0

5 years to 10 years 70 0

10 years and over 100 25  
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Appendix 7D 
 
Minimum Revenue Provision (MRP) 
 
1 Explanation of MRP and Background 
 
1.1 The DCLG’s Local Authorities (Capital Finance and Accounting) Regulations of 2008 

require local authorities to make a Minimum Revenue Provision (MRP) - the 

amount the Council must provide in the Revenue budget for prudent repayment of 
debt on capital loans. Charges for depreciation of assets, though appearing as a cost 
of services, are removed from the charge to revenue and replaced with MRP when 
calculating the Net General Fund Balance.  

 
Cabinet received a report in February 2011 outlining the alternative options available 
and the policy recommended. The policy for 2015/16 remains largely unchanged and 
is summarised below. 

 
 
2 MRP Policy for 2015/16 
 
2.1 For Capital expenditure incurred prior to 1st April 2008 the Council will continue to 

set aside MRP equal to 4% (on a reducing balance method after allowing for 
Adjustment A) of the borrowing for capital expenditure purposes as defined in the 
2003 regulations . 
In addition to the regulatory requirements, the Council has in previous years also 
made provision for additional voluntary amounts to be set aside for schemes funded 
by borrowing. Voluntary provision may continue on expenditure prior to 1 April 2008. 

 
 
2.2   Prudential Borrowing – Short and Long Life Assets  
 

It is proposed to continue to use the Asset Life Method for the following reasons: 

• The proposed method represents a continuation of the existing policy with 
regards to the calculation of MRP  

• It is prudent – matching charge to the period that assets offer benefit 

• The method will have no financial impact on existing Council Budgets. 

• The method also includes the ability to take advantage of the MRP holiday (see 
paragraph 2.8) which may be financially beneficial to the Council. 

 

2.3   Example Asset Lives 

 5 Years – ICT Resources 

 7 Years – Vehicles 

 10 Years – Other Equipment –such as wheelie bins 

 40 Years – Buildings and Highways work 

 
2.4    Annuity & Equal Instalments  

For specific projects, MRP will be separately considered on a case by case basis. This 
review will take account of cash flows relating to the scheme and the finance taken to 
fund it. An annuity basis works in the same way as a mortgage with the MRP 
(equivalent to principal) increasing over the length of the project (at the same time 
interest payments will reduce to provide an equal repayment over the project’s life).  
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2.5   For expenditure in relation to capital expenditure funded by borrowing in relation to 
expenditure which is capital by virtue of a Ministerial Direction or which is capital 
expenditure which does not create a council asset, MRP will generally be provided 
over a 20 year period starting in the year after which the expenditure was incurred. 

 
2.6    In accordance with CIPFA’s Code of Practice, repayments of PFI finance leases will 

be recorded as MRP. 
 
2.7   The MRP charge will usually commence in the year following the occurrence of the 

capital expenditure. The exception to this is an asset that takes more than one year to 
become operational – see below. 

 
 
2.8    Deferral of MRP (MRP Holiday) 

The Council will continue the policy that delegates authority to the Director of Finance 
and the Cabinet Member for Finance to defer the charging of MRP in accordance with 
the Prudential Code and current accounting regulations in the following circumstances: 
 
• There is a separately identifiable project with quantified borrowing costs 
 
• The period from the projects inception to it becoming operational is significantly in 
excess of 12 months 
 
• A business case has been produced incorporating the deferred MRP and 
capitalised interest which demonstrates that the project is prudent and affordable 
over its whole life 
 
• The borrowing and MRP amounts are material, in excess of £250,000 annually. 
 
• The deferred MRP and accumulated interest will be charged to the appropriate 
revenue account on a prudent basis, once the project is operational. 

 
 

2.9    Local Authority Mortgage Scheme 
As part of the scheme approved by Cabinet on 4th July 2012 the Council made a 
deposit with Lloyds Bank which provides an integral part of the mortgage lending, 
thereby qualifying as capital expenditure and inclusion in the CFR. Once the deposit 
matures, funds are returned in full to the Council and classed as a capital receipt, 
reducing CFR accordingly. Therefore there is no need to make a separate MRP. 
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Appendix 7E 

 
Glossary of Terms 
 
Authorised Limit - This Prudential Indicator represents the limit beyond which borrowing is 
prohibited, and needs to be set and revised by Members. It reflects the level of borrowing 
which, while not desired, could be afforded in the short term, but is not sustainable. It is the 
expected maximum borrowing need, with some headroom for unexpected movements. 
 
Bank Rate – the rate at which the Bank of England offers loans to the wholesale banks, 
thereby controlling general interest rates in the economy. 
 
Certificates of Deposit – a negotiable form of fixed deposit with a secondary market (ie it 
can be sold before maturity) – if held to maturity the interest received will be that fixed 
initially. 
 
Counterparty – one of the opposing parties involved in a borrowing or investment 
transaction. 
 
Credit Default Swaps – A financial instrument for swapping the risk of debt default used 
when issuing bonds and securities. 
 
Credit Rating – A qualified assessment and formal evaluation of an institution’s (bank or 
building society) credit history and capability of repaying obligations. It measures the 
probability of the borrower defaulting on its financial obligations, and its ability to repay these 
fully and on time. 
 
Discount – Where the prevailing interest rate is higher than the fixed rate of a long-term 
loan, which is being repaid early, the lender can refund the borrower a discount, the 
calculation being based on the difference between the two interest rates over the remaining 
years of the loan, discounted back to present value. The lender is able to offer the discount, 
as their investment will now earn more than when the original loan was taken out. 
 
Fixed Rate Funding - A fixed rate of interest throughout the time of the loan. The rate is 
fixed at the start of the loan and therefore does not affect the volatility of the portfolio, until 
the debt matures and requires replacing at the interest rates relevant at that time. 
 
Gilts - The loan instruments by which the Government borrows. Interest rates will reflect the 
level of demand shown by investors when the Government auctions Gilts. 
 
High/Low Coupon – High/Low interest rate 
 
Liquidity – The ability of an asset to be converted into cash quickly and without any price 
discount. The more liquid a business is, the better able it is to meet short-term financial 
obligations. 
 
LOBO – Lender Option Borrower Option. A loan facility from a commercial institution in 
which the interest rate is usually fixed at the start of the term but the lender has the option to 
vary the rate at pre-defined time intervals. The borrower then has an option to accept the 
variation or repay the loan. 
 
Market - The private sector institutions - Banks, Building Societies etc. 
 
Maturity Profile/Structure - an illustration of when debts are due to mature, and either have 
to be renewed or money found to pay off the debt. A high concentration in one year will 
make the Council vulnerable to current interest rates in that year. 



 

78 
 

 
Monetary Policy Committee – the independent body that determines Bank Rate. 
 
Operational Boundary – This Prudential Indicator is based on the probable external debt 
during the course of the year. It is not a limit and actual borrowing could vary around this 
boundary for short times during the year. It should act as an indicator to ensure the 
Authorised Limit is not breached. 
 
Premium – Where the prevailing current interest rate is lower than the fixed rate of a long-
term loan, which is being repaid early, the lender can charge the borrower a premium, the 
calculation being based on the difference between the two interest rates over the remaining 
years of the loan, discounted back to present value. The lender may charge the premium, as 
their investment will now earn less than when the original loan was taken out. 
 
Prudential Code - The Local Government Act 2003 requires the Council to ‘have regard to‘ 
the Prudential Code and to set Prudential Indicators for the next three years to ensure that 
the Council’s capital investment plans are affordable, prudent and sustainable. 
 
PWLB - Public Works Loan Board. Part of the Government’s Debt Management Office, 
which provides loans to public bodies at rates reflecting those at which the Government is 
able to sell Gilts. 
 
Specified Investments - Sterling investments of not more than one-year maturity. These 
are considered low risk assets, where the possibility of loss of principal or investment 
income is very low. 
 
Non-specified investments - Investments not in the above, specified category, e.g., foreign 
currency, exceeding one year or outside our minimum credit rating criteria. 
 
Variable Rate Funding - The rate of interest either continually moves reflecting interest 
rates of the day, or can be tied to specific dates during the loan period. Rates may be 
updated on a monthly, quarterly or annual basis. 
 
Volatility - The degree to which the debt portfolio is affected by current interest rate 
movements. The more debt maturing within the coming year and needing replacement, and 
the more debt subject to variable interest rates, the greater the volatility. 

 
Yield Curve - A graph of the relationship of interest rates to the length of the loan. A normal 
yield curve will show interest rates relatively low for short-term loans compared to long-term 
loans. An inverted Yield Curve is the opposite of this. 
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APPENDIX 8 

PAY POLICY STATEMENT 
 
 
1. PAY POLICY 
 
1.1 The Council’s Pay Policy outlines the principles, which define the aims of the 

organisation in terms of rewarding its employees properly for their contribution and 
as a driver for organisation/service improvements. The policy describes what the 
organisation values and how it will ensure a consistent and equitable approach. 

 
1.2 The principles as set out below were approved by Members in October 2005 and 

ratified by Council in March 2012:- 
 

• To enable the Council to recruit and retain the right calibre of staff to achieve the 
organisations strategic aims and operational objectives. 

 

• To underpin the Council’s desire to achieve equity and added value whilst 
recognising the financial constraints which exist. 

 

• To appropriately recognise responsibility, to empower employees and enhance 
job satisfaction. 

 

• To recognise employee contribution and performance, including the acquisition 
of competencies and behaviours which are essential to service delivery. 

 

• To provide a pay structure which is both transparent and fair, ensuring 
compliance with relevant legislation. 

 
2. PROPOSED PAY POLICY STATEMENT 2015/16 
 
2.1 The Localism Act 2011 Section 8 refers to “Pay Accountability” and sets out the 

requirements for local authorities to determine and publish an annual pay policy 
statement. 

 
2.2 The Pay Policy Statement reflects the anticipated position as at 1st April 2015. 
 
2.3 The Pay Policy Statement is attached at Appendix 8A . 

 
2.4 Recent guidance from the DCLG outlining the expectations of the Secretary of State 

regarding the Code of Practice on Data Transparency indicates that the publication 
of certain information which is currently contained in the Pay Policy Statement will 
also become a mandatory requirement of the Code. The Council will considers that it 
is acting in accordance with Guidance issued by the Secretary of State. 
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APPENDIX 8A 
 

ROCHDALE BOROUGH COUNCIL PAY POLICY STATEMENT 2015/16 
 

 
1. Purpose 

 
The purpose of the Pay Policy Statement is to ensure transparency and accountability with regard to 
the Council’s approach to setting pay. The Pay Policy Statement has to be approved by Council and 
is publicised on the Council’s website in accordance with the requirements of the Localism Act 2011.  
 
The Pay Policy Statement identifies: 
 

• The method by which salaries and severance payment are determined. 

• The detail and level of remuneration of the Council’s most senior managers i.e. Chief 

Executive and Wider Leadership Team, which accords with the requirements of the 

Localism Act 2011. 

• The committees responsible for ensuring that the Pay Policy Statement is applied 

consistently, including the Employment & Equalities and Appointment Committees which 

have delegated powers in relation to senior manager employment; 

• The detail and level of remuneration for the lowest level of post/employee. 

• The ratio of pay of the top earner and that of the median earner 

 
It should be noted that the Pay Policy Statement does not include information relating to the pay of 
Teachers or Support Staff in schools who are outside the scope of the Localism Act. It should also be 
noted that staff transferred to the Council under TUPE retain their previous terms, conditions and 
policies. Details of the number and pay for the full time secondment of Trade Union officials are 
available on the Councils website. 
 
2. Method by which payments are determined 

 
The Council uses the National Joint Council pay spinal column points (scp 6-scp 49) for grading and 
basic salary level determination for the majority of staff. This is supplemented by the Nationally 
agreed Soulbury and Youth & Community grading and salary levels. The Council applies the 
provision of the JNC Chief Executives and the JNC Chief Officers to posts within the scope of the 
provisions of the Localism Act. All other paid allowances are also subject to negotiation/consultation 
with either National or Local trade union/representative bodies or are provided for in the Council`s 
Scheme of Delegation. 
 
In determining grades and remuneration for senior management posts which fall outside of the scope 
of the National Pay Bargaining Machinery i.e. on locally agreed grades (PO15/16/17/18) the Council 
through powers provided for under the Scheme of Delegation takes into account the need to ensure 
value for money and competitiveness. The Council intends to undertake a review of the roles and 
responsibilities of posts currently at this level in the structure as well as the rates of pay, once a 
decision to implement is taken, the outcome of this review and any revisions to the Council`s Pay 
Policy Statement will be made. 
 
New appointments will normally be made at the minimum point of the relevant grade, although 
appointment panels have discretion to vary where necessary to secure the best candidate. All 
promotion, re-grading, transfers and secondments are in accordance with Council policy. 
 
The Council has a Market Supplements Policy which covers all posts, and where evidence exists of 
recruitment and retention issues, allows the Council to make any additional temporary payments to 
reflect the market rate. This is reviewed annually to ensure compliance with relevant legislation. 
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The Council approved the introduction of a local living wage based on pay point scp 10 (£7.45 per 
hour as at 1

st
 January 2015) for all employees who have satisfactorily completed a probationary 

period. The local living wage was implemented with effect from 1
st
 September 2013 and approved by 

Members on the basis of an annual review.   At the time of writing this Pay Policy Statement the 
Council is undertaking the annual review of the local living wage. The Pay Policy Statement will be 
revised in the light of the outcome of the review and any decisions taken by Council. 
 
All temporary appointments, acting up arrangements, secondments and honorarium payments are 
approved in accordance with the Council’s Scheme of Delegation. 
 
Incremental progression is made on an annual basis on 1

st
 April each year (subject to 6 months 

qualifying period) and by exception not applied in instances where formal conduct/capability 
procedures are applied. Separate incremental progression arrangements are applied to all Council 
employees in scope of the 2014 changes to terms and conditions of service, as outlined on the 
Council`s website. 
 
Pensions and Voluntary Early Retirement and Redundancy  
 
Pension contributions for all employees who have exercised their statutory right to become members 
of the Local Government Pension Scheme are applied in accordance with the Scheme and the Local 
Government Pension Regulations. Certain employees have access to other pension schemes, for 
example the Teachers’ pension scheme and the NHS pension scheme.  
 
The policy of the Council is to provide a consistent approach to all of its employees who leave the 
Council’s employment under the terms of its applicable schemes. The Council`s Special Scheme for 
Early Retirement/Voluntary Redundancy provides for access to earned pension benefits and a 
redundancy payment, but does not provide any enhancements to pension (or other additional 
payments) on the basis of seniority. 
  
The policy of the Council regarding the calculation of redundancy payments for all of its employees is 
to use the statutory redundancy calculator based on completed years of service (up to a maximum of 
20 years) and to apply the current actual contractual weekly pay of the employee in order to calculate 
the payment to which he/she is entitled.  
 
Employees leaving the Council on grounds of voluntary redundancy and/or early retirement will not be 
able to apply for or accept any employment directly with the Council (including Schools where the 
Council is both legal employer and direct manager of services) for a period of 12 months from the 
date of termination of employment with the Council.  
 

Senior management posts currently have access to the Council’s Car Allowance Scheme where the 
relevant criteria are evidenced in accordance with the Scheme provisions. 
 

Changes to terms and conditions of employment  
 
Cabinet on 28

th
 August 2014 and Employment and Equalities Committee on 29

th
 August 2014 agreed 

proposed changes to terms and conditions of service (as outlined on the Council`s website) as a 
basis for formal consultation with staff and trade unions. A formal 45 day period of consultation 
commenced on 15

th
 September 2014 and concluded on 29

th
 October 2014. The outcome of 

consultation was reported to Members and at the meeting of full Council on 27
th
 November 2014 

Members approved the implementation of changes to terms and conditions of service. At the time of 
writing this Pay Policy Statement the Council is in the process of changing contracts of employment 
for all staff in scope of the changes to terms and conditions of service. The new contract terms will 
apply with effect from 1

st
 April 2015. 

 
3. Senior Management Pay 

 
The Localism Act refers to posts of Chief Executive, Chief Officer and Deputy Chief Officer (i.e. those 
which report to a “Chief Officer”). Whilst the Council does not employ any post within the designation 
of Chief Officer or Deputy Chief Officer it is considered for the purpose of this legislation that the 
definition relates to posts of Chief Executive, Directors and Assistant Director i.e. the Council`s Wider  
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Leadership Team. The structure and the annual salary levels for the above mentioned posts along 
with a description of the roles and responsibilities; is detailed on the Council`s website. 
 
Designation     Grade/Salary   Number of Posts 
     
Chief Executive (see note below)  £126,250 to £131,300  1 
 
Note: 
 
The Chief Executive is appointed as the Electoral Registration Officer and Returning Officer and the appropriate 
payments are made. The Chief Executive receives fee payments pursuant to his/her appointment as Returning 
Officer at elections. The fees paid in respect of elections vary according to the size of the electorate and number 
of postal voters and are calculated in accordance with the allowance set by the Authority. Fee payments for 
National and European elections are set by Central Government and are, in effect, not paid by the Authority, as 
the fees are reclaimed. 

 
Directors and Deputy Chief Executive  Point 1 £92,379   5 (incl. 1 vacant) 

Point 2 £98,157 
Point 3 £103,926 
Point 4 £109,704 
Point 5 £115,473 
Point 6 £121,252    

 
The post of Deputy Chief Executive is currently vacant. 
 
There is a bar at Point 3 of the grade progression to Point 4 and beyond will be for positions with a 
Hay Job Evaluation score of 1260 and above. 
 
Progression through the above grades to be determined on the basis of annual performance 
assessment, and Members considered that progression should be frozen pending consideration of 
such assessment at a future meeting of the Council.  
 
Director of Public Health   See note below   1 (Interim) 
 
Note: 

The post of Director of Public Health transferred from the NHS to the Council on 1
st
 April 2013. During the period 

2014/15 the acting Director of Public Health was paid an interim Director of Public Health salary of £86,618. In 

addition, from July 2013 the postholder was also part of the Greater Manchester Director of Public Health on call 

rota arrangements for which the payment is 2% of salary.  

Assistant Director Level 2   £75,903 to £85,841  0 
 
Assistant Director Level 1   £61,990 to £72,090   4 
 
Consultant in Public Health   £65,922 to £81,618  2.7 (incl. 1Vacant) 
 
Note: 
 
The post of Assistant Director (Children’s Social Care) receives a Market Supplement payment of £15,000 per 
annum. The post of Assistant Director (Older People and Disability) receives a Market Supplement payment of 
£4,000 per annum. These payments have been agreed in accordance with the Council’s Policy for Market 
Payments and are based on recruitment and retention issues. 

 
Senior Management Review  
 
The Council undertook a review of senior posts which commenced in 2013 in order to:  

• Determine which posts are required for the future 

• Determine the appropriate grade and salary for these posts 

• Establish a consistent approach to the grading of existing and new/ redesigned posts  

 

Phase 1 of the review was implemented in January 2014 and Phase 2 of the review is to be 

undertaken during 2015 and will include; 
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• Establishing/confirming the appropriate salary arrangements for the senior professional posts 

above grade 10 

• Reviewing all the management posts above grade 10, which include middle and senior 

managers across all directorates 

 

The review of management posts will involve:  

• Determining  which posts will be required for the future, taking into account changes to the 

Council due to savings proposals in 2015/16 and plans for  2016/17 

• Benchmarking our current and proposed management arrangements and costs with other 

Councils, to challenge our own structures and promote best value 

• Selecting and implementing an evaluation tool for middle and senior management posts so 

that they are rewarded equitably and consistently in the future  

• Consultation with employees affected and trade unions throughout this process 

 

The Council considers that the shape of directorates and the roles and responsibilities of managers 
should reflect the range of services that the Council continues to commission and/or provide. This 
needs to be determined, and the management and leadership roles required then need to be 
designed to deliver these. It is therefore not considered appropriate to evaluate existing posts but to 
develop a new management structure aligned to decision making about the shape of the Council 
going forward. This will be undertaken as part of the decision making by Members about the financial 
savings required for 2015/16 and 2016/17. It is intended that this will be complete so that the new 
structure with redesigned and evaluated management roles will be in place for 2016/17, and savings 
made in the 2016/17 financial year.  

Whilst the Localism Act does not require local authorities to publish the pay details of posts below 
Chief Executive, Chief Officer and Deputy Chief Officer in accordance with the recent guidance from 
the DCLG outlining the expectations of the Secretary of State regarding the Code of Practice on Data 
Transparency the Council has taken a decision to include in the Pay Policy Statement the structure 
and the annual salary levels for posts at Head of Service level, these are detailed on the Council`s 
website.   
 

4. Responsibility for the application of employment procedures for Senior Management posts  

 
Responsibility for governance in relation to these issues lies with the Employment & Equalities and 
Appointment Committees which are non-executive committees of the Council. The Council is acting in 
accordance with Guidance issued by the Secretary of State in relation to employment decisions for 
Senior Management posts with salaries in excess of £100,000 per annum.  

 
5.        Pay Ratio 
 
The following information is provided to assist with understanding the ratio calculation; 
 

• The Chief Executive Salary level used for comparative purposes is £131,300 i.e. the 

maximum of the grade 

• The lowest paid Council job i.e. Cleaner has a maximum salary level of £14,013 

• The Mean (average) pay is £24,126 

• The Mode (most frequently occurring) level of salary is £16,998  

• The Median (middle) of the salary range is £21,734 

 
The ratio of pay of the top earner i.e. Chief Executive and that of the median earner is 1 to 6.04 (this 
is less of a difference than last year’s ratio which was 1 to 6.23) and is within the 1:20 ratio 
recommended by the Hutton Review. In other words for every £1 earned by the median earner the 
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Chief Executive earns £6.04. The calculation indicates that the Authority’s median level of earnings 
as a proportion of the Chief Executive earnings is 16.55% just less than a sixth. 
 
Note: 

 

The above data relates to salary levels prior to the 2014 pay award. 

 

 
 


