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1 Purpose of the report

1.1 To consider the report of the Director of Resources as Chief Finance Officer, relating 
to the requirements under the Local Government Act 2003.

1.2 It is a legal requirement for this report to be presented to Council for consideration 
immediately prior to setting the Budget and Council Tax. The recommendation aims 
to ensure that Council is aware of the opinion of the Chief Finance Officer regarding 
the robustness of the budget as proposed and the adequacy of general balances and 
reserves.

2 Recommendations

2.1       It is recommended that:
2.1.1 The contents of the report be considered prior to the approval of the Revenue and 

Capital Budgets and Members endorse the approach to General balances included in 
the report.

2.1.2    Cabinet approved that the General Balances for 2016/17 be set at £12m.

3 Background

3.1 Alternatives and Risks considered:

3.1.1 The conclusions of the report are that the proposed budget is robust and that the 
proposed level of general balances and reserves are adequate. An option to maintain 
or reduce the level of balance/reserves is not recommended given the risk assessment 
outlined in the report. 

3.2 Consultation Undertaken/Proposed:

3.2.1 Not appropriate. It is the statutory responsibility of the Chief Finance Officer to advise 
Council on the adequacy of reserves and robustness of the budget. 



3.3 Introduction

3.3.1 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.

3.4 Robustness of Estimates

3.4.1 Estimate Procedures and Processes

3.4.2 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 1.  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.

3.4.3 Determination of the level of resources available

3.4.4 Revenue resources for 2016/17 are based on the Council’s final finance settlement 
announced on 8th February 2016.  The 2016/17 settlement was provided as part of a 
potential four year settlement following the announcement of the Chancellor’s Autumn 
Statement in early December 2015 and the provisional settlement announced on 17th 
December 2015.  The settlement reflected a significant reduction in resources from 
previous levels of resources provided in 2015/16, due to Central Government’s 
National Policy regarding deficit and debt reduction. This significant reduction will 
continue for the remainder of the current Parliament. The estimates for 2017/18 and 
2018/19 are based on the provisional figures provided by Central Government and are 
subject to change. The funding assumption is a further overall reduction of 7.6% in 
2017/18 and 5.4% in 2018/19, but carries a high degree of uncertainty. Central 
Government has announced the final settlement for 2016/17 and offered Councils the 
option to receive provisional settlements for a further three years to the end of the 
current parliament 2019/20. Councils will be required to publish their efficiency plans 
for this period. The future provisional settlements will provide Councils with a degree of 
certainty however Central Government has announced that these provisional 
settlements maybe subject to change.

3.4.5 The capital budget is a three year programme.  Government capital allocations are 
only given on an annual basis and the resources for 2017/18 to 2018/19 have 
therefore been prudently based on the 2016/17 forecast. Forecasts of capital receipts 
have been re-assessed to take account of the economic climate. No capital receipts 
for 2016/17, 2017/18 or 2018/19 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 2016/17. Council may decide to use future capital receipts 
to repay borrowing and reduce the funding gap of the Council.

3.4.6 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. 

3.4.7  The Council plans to increase Council Tax in 2016/17, 2017/18 and 2018/19 by 
1.75% for the general fund and a further 2% for the Adult Social Care Precept. Council 
Tax will increase by 3.75%. This is in line with the Medium Term Financial Strategy.

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

3.5.1 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. Central 
Government have announced that there will not be a Council Tax Freeze Grant in 
2016/17. The Council Tax referendum limit will differ, depending on whether 
authorities choose to raise the social care precept. For those authorities wishing to use 
the social care precept powers the referendum limit will be triggered at 4% or more 
above the authority’s relevant basic amount of council tax in 2015/16. For those 
choosing not to levy a social care precept the limit will remain at 2%.

 The level of Council Tax for 2017/18 and 2018/19 will need to be reviewed in line with 
expected government guidance on a referendum before any final decision is made as 
part of the 2017/18 and 2018/19 budget setting process. 

 The Council has significant financial pressures in future years from the continued 
reduction in Government funding due to the Austerity measures and increases in both 
costs of and 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 
or deliver additional income. 

 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 
2016/17 and £2m in 2017/18 and 2018/19 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 2016/17 funding gap has been managed through a 
mixture of business as usual measures (including budget realignment, review of 
Corporate Budgets etc.), saving proposals and use of one off resources. After 
considering these areas, the remaining level of saving requirement within the 2016/17, 
2017/18 and 2018/19 budgets is estimated to be £10.909m.  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 the identification of robust saving proposals required 
to balance the budget for 2016/17. However there are a number of high risk proposals 
which need careful management if they are to achieve the level of savings being 
proposed, a one off resource has been provided to cover this risk. 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 2015/16 revised budget plus 
resource allocations for inflation in line with budget policy.  Directors have been 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 Council 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 2016/17 to 
2018/19 budgets which are set out below.

3.6 Key Budget Risks

3.6.1 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 2 sets out the risk assessment for the 
2016/17 budget.  

3.6.2 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: 

A. Central Government will be consulting in the summer 2016 on the percentage 
of Business Rates Retained Locally and whether this should be increased to 100% 
from the current amount of 49%. Whilst this will increase growth and allow Council’s to 
benefit from growth in Business Rates there will be an increased risk to the Council of 
non-collection of Business Rates and if Business’s rateable values decrease. If a 
Business’s rateable value decreases the amount of Business Rates they are liable to 
pay also decreases therefore the income payable to the Council from Business Rates 
is reduced. When Central Government implement 100% Business Rates Retention 
there are a number of additional responsibilities which the Council may be required to 
provide. There is a risk that the additional income retained from 100% Business Rates 
Retention by the Council may not cover the additional cost of providing these services.  

B. The first revaluation under the business rates retention system is due in 2017. 
This requires the Valuation Office Agency (VOA) to reassess business properties and 
give them new Rateable Values (RV). The Council receives a Business Rates Top-up 
Grant, which is the difference between the amount of funding Central Government 
determines that the Council should receive under the Business Rates Retention 
scheme and the amount it expects to receive from its share of the Business Rate 
income.  Although top-up grant payments should be adjusted so that no authority will 
be worse off as a result of the revaluation, Central Government has yet to announce 



the details of how the revaluation will operate. Subsequent appeals against the new 
valuations will be treated as part of the normal volatility of the rating list and will 
therefore impact on local authority budgets.
In the 2015 Queen’s Speech Central Government announced plans to improve the 
Business Rates System ahead of the 2017 revaluation, including modernising the 
appeals system. Central Government stated in the recent Business Rates Review 
Discussion Paper that the outcomes of the review will be fiscally neutral overall. 
However, it is not known at this stage whether the review will be fiscally neutral at an 
individual local authority level.

C. Business Rates Pooling –This will continue for 2016/17.  The Authorities within 
the pool there is a mixture of two types:-

 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.

D. 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 The Finance Settlement in February 2015 that there was to be a 
change in the rules regarding appeals as follows;

 A Ratepayer had until the 1st April 2015 to appeal against the rateable 
value of a business property for valuations provided in 2005 or 2010. If 
the appeal was received on or after 1st April 2015 then any rebate 
would only be back dated to 1st April 2015. 

 For appeals relating to valuations provided in 2010 there has been an 
extension to 1st April 2016.

 The Valuation Office Agency is still considering a number of these 
appeals.

There is a risk to the Council if the number of appeals 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. 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 announced the provisional settlement for 
2016/17 and offered Council’s the option to receive provisional settlements for a 
further three years to the end of the current parliament 2019/20. Councils will be 
required to publish their efficiency plans for this period. The future provisional 
settlements will provide Councils with a degree of certainty however Central 
Government has announced that these provisional settlements maybe subject to 
change. There is still a level of risk to the Council if future funding levels reduce further 
or if additional responsibilities for services are transferred to the Council with no extra 
funding for Rochdale Borough Council. Details on the three year budgets are not 
known at the moment.

III. Academies’ Funding – The Chancellor announced in his Autumn Statement the 
Government’s goal of ending local authorities’ role in running schools and all schools 
becoming an academy. 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 that as schools transfer to 
Academy status, there is a reduction in Formula Grant which would have an adverse 
impact on service provision. The Council may still be providing support to schools for 
sufficiency of school places and admissions, special education needs (SEN) and 
safeguarding. However it is not clear how this service provision will be funded in the 
future. 

IV.     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. Central 
government is consulting on whether from 2017/18 onwards payments under the 
scheme should be reduced from 6 to 4 years. This is the Governments preferred 
option, however Central Government is also considering whether to reduce this further 
to 2 or 3 years. This is a risk to the Council that the level of payments received for the 
New Homes Bonus will be less than currently assumed in the budget. 

V. 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 the 
amount of grant funding provided by Central Government Departments may be less 
than the current estimate.

VI. Invest to Save Schemes – Cabinet are recommending to Council to approve the 
2016/17 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.



VII. Litigation Claims – As Local Authorities funding is cut and service provision is 
therefore reduced there is an increased risk to the Council of Litigation. 

VIII. 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.

IX. Pension Guarantees - The Council guarantees the pension contributions to the 
Greater Manchester Pension Fund for a number of organisations where 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.

X. Better Care Fund and wider Health and Social Care Integration (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. This is “to drive closer integration and 
improve outcomes for patients and service users and carers”.   The Better Care Fund 
for 2016/17 will be £17.608m There are also risks to the Council around the 
performance related element of this funding. 

XI. Public Health Funding – The Public Health Funding for 2016/17 has been notified as 
reducing. The reduction in funding is to be found by reducing the services funded by 
the Public Health including both internal and external to the Council. There is a risk to 
the Council if the funding received is not sufficient to cover the contracts required to 
deliver the service. 

XII The Waste Disposal Levy is calculated by formula across Greater Manchester (GM) 
which takes account of recycling levels. If Rochdale Council does not increase 
recycling at the same level as other GM Authorities this will impact on the specific levy 
increase for the Council and would lead to an increased cost to the Council’s budget in 
future years. The Waste Disposal Levy increase assumed in the budget is 2% per 
annum. 

XIII. 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 Rochdale 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.

XIV 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. 

XV. 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 2016/17.

XVI. Saving Proposals for 2016/17 and 2017/18 have been considered. There is a risk to 
the overall budget of the non-achievement of these savings following the identification 
and/or implementation of the proposals. 

XVII. The projected outturn for 2015/16 is currently indicating an in year saving on the 
budget. This is mainly due to the Treasury Management Function not needing to 
borrow for the Capital Programme and the Manchester Airport Dividend. 

XVIII. 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 
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.

XIX The financial position for 2017/18 and 2018/19 is currently an estimated deficit of 
£10.909m 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.

3.7 Advice on the level of general balances

3.7.1 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.

3.7.2 Appendix 2 sets out the Council’s general financial risks in 2016/17 with a ‘potential 
exposure’ liability where appropriate.  The net value of the potential exposure is £12m.

3.7.3 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 2016/17 and later years. Should any of these risks 
materialise Council will be kept informed of the implications.

3.8 Advice on the level of earmarked reserves

3.8.1 An analysis of earmarked reserves held by the Council is provided in Appendix 3.  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 reserves 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. 

 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.

3.9 Prudential Code 

3.9.1 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.  

3.9.2 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. 

3.9.3 The indicators and limits calculated under the Code are detailed in the Treasury 
Management borrowing and investment strategies for 2016/17 were considered by 
Cabinet on 11th February 2016.  The Code gives no suggestions as to their appropriate 
level; these have to be set by the authority itself based on individual circumstances.  

3.9.4 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.  



3.10 Conclusion

3.10.1 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. 
 

3.10.2 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.

4 Financial Implications

4.1 See the main body of the report.

5 Legal implications

5.1 Required in order to comply with the Local Government Act 2003.

6 Personnel Implications

6.1 There are no personnel implications arising from this report.

7 Corporate Priorities

7.1 The revenue budget is set at Budget Fixing Council and resources are allocated in line 
with the corporate priorities of the Council.

8 Risk Assessment Implications 

8.1 See main body of the report.

9 Equalities Impacts

9.1 Workforce Equality Impacts Assessment

9.1.1    There are no significant workforce equality issues arising from this report.

9.2 Equality/Community Impact Assessments

9.2.1 There are no significant equality/community issues arising from this report.

Background Papers  For further information about this report or access to any background 
papers please contact Vicky Crossland, Head of Corporate Finance
Tel: 01706 92 5409
Document Place of Inspection

Revenue Budget, Capital Budget and 
Council Tax 2016/17 – 2017/19 report

Number 1 Riverside



APPENDIX 1

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 June 2015.  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 11th February 2016.  
Issues relating to the budget and tax setting have been subject to scrutiny at meetings of 
the Planning and Licensing Committee and Corporate Overview and Scrutiny Committee 
during the year.

The Council Tax Base for 2016/17 was approved by the Planning and Licensing 
Committee on 12th January 2016.

The Business Rates Tax Base for 2016/17 was approved by the Planning and Licensing 
Committee on 12th January 2016.
 
After taking account of issues arising from the consultation process, the Cabinet on 15th 
February 2016 may approve the budget and Council Tax for consideration by full Council 
on 24th February 2016.  

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 including 
prioritisation of capital schemes.  The revenue costs of the capital programme are also 



considered and provided for in the revenue budget. Cabinet on 15th February 2016 may 
recommend 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 Resources meets with the 
Portfolio Holder for Finance and the Opposition Portfolio Holder. Cabinet reports are 
subsequently considered by the Corporate 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 Resources 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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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. 

30.918 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. A 
provision has been 
established to 
mitigate against this 
risk.

0.309
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Funding of 
Local 
Authorities

Local Authority 
Funding is 
reducing year on 
year due to Central 
Government's 
Economic Plan. 
The Chancellor 
during the current 
parliament will 
make a number of 
statements where 
the level of 
resources available 
to Local Authorities 
may reduce.  

74.388 The Budget for 
2016/17 to 2018/19 
includes the level of 
funding available to 
the Council from the 
finance settlement.  
There is a risk to the 
Council that the 
provisional funding 
announced will 
reduce further if the 
current economic 
forecasts for the 
Country worsen 
putting the 
Chancellor’s 
Economic Plan in 
jeopardy. This will 
impact on the level of 
balances for 2016/17 
and therefore will be 
considered as part of 
the budget setting 
process for 2017/18.

2.232
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Academies The Chancellor 
announced in his 
Autumn Statement 
that all schools will 
become 
Academies by the 
end of the 
parliament

6.955 The risk to the 
Council is that as 
schools covert to 
Academies they will 
not require the 
support provided by 
the Council.

1.739
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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
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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
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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 interest and 
borrowing and to 
subsidise future 
Council Service

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

0.819
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Welfare 
Reform - 
Administration 
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
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Integration Integration is 
looking to bring 
together the 
Clinical 
Commissioning 
Group and Local 
Authority Budgets 
into a pooled 
arrangement. 

7.000 The risk to the 
Council is that the 
savings assumed 
from integration will 
not materialise.

2.450
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Social Care 
Act

Elements of the 
Social Care Act is 
to be implemented 
over two years and 
commenced in 
2015/16. The 
funding for the 
Care Act has been 
rolled into RSG for 
2016/17 and future 
years. 

1.300 The risk to the 
Council is that the 
funding within the 
RSG will not cover 
the additional cost of 
implementing the 
Care Act 
requirements. 

0.065
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Prices 
Inflation 
Provision 

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

31.992 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

0.960
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Saving 
Proposals 

The savings 
programme 
includes a number 
of saving proposals 
where 
implementation 
maybe delayed or 
the proposal may 
not be achieved

12.913 The risks to the 
Council of not 
achieving the savings 
proposals is 
managed through 
budget management, 
Political monitoring 
and performance 
indicators

1.291

     

 

Total 203.855 Net Potential 
Exposure

12.065

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.



APPENDIX 3

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 2016 
£000's

Planned 
(Additions) / 
Withdrawals    
£000's

Estimated 
Balances      
31st March 2017            
£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 and the costs 
of implementing those 
proposals.

(31,605) 492 (31,113)

Funding Strategy- This reserve 
has been established to support 
budgets from 2014/15 onwards 
as part of the financial strategy 
of the council.

(2,410) 2,410 0

Budget Carry Forward 
Reserve - This reserve 
represents balances to be 
carried forward from one 
financial year to the next.

(20,756) 20,756 0

PFI - This reserve is the 
cumulative amount of unapplied 
funding received to date which 
will be utilised to finance the 
councils 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.

(19,404) (1,305) (20,709)



Schools Reserve & DSG- 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.

(21,864) 2,600 (19,264)

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

(13,584) 3,378 (10,206)

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

(6,979) 1,477 (5,502)

Transformation Reserve – 
This reserve has been set up to 
assist the Council in identifying 
and developing innovative 
proposals to reduce Council 
expenditure and/or increase 
potential income streams by 
investing in any proposal where 
one off funding is required on an 
invest to save basis.

(3,620) 1,000 (2,620)

Total (120,222) 30,808 (89,414)

* The estimated balances on the Schools Reserve cannot be used by the Authority for other 
purposes. 
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ECONOMY
BUDGET POSITION 2016/17

SUMMARY OF 2015/16 BUDGET CHANGES

DESCRIPTION Controllable
£000

Uncontrollable
£000

Total
£000

Budget position agreed at Budget Fixing Council 24th February 2015 17,250 -158 17,092
Additional Funds allocated from Contingency                     134 134
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 -257 -257

Adjustment to the NNDR budget                       39 39
Removal of one year only budgets that are not included in future years budgets. 0

17,166 -158 17,008

SUMMARY OF MOVEMENT IN SETTING 2016/17 BUDGET

DESCRIPTION Controllable
£000

Uncontrollable
£000

Total
£000

Reflecting revised budget position as at 27/11/2015 17,160 -152 17,008
Reversal of one year only saving proposals and members decisions - see table 
below for further details 596 0 596

Reflects the increase in the cost of living - e.g. salary inflation, contract inflation 
etc. 384 0 384

Budgets determined by factors which are outside of the Services control - e.g. 
Depreciation, Business Rate Charges, Insurance -40 135 95

Budget Pressures identified by services 0 0 0
Movement either within, or between Services, but which ultimately do not affect the 
net position of the Authority -186 0 -186

The movement in Superannuation contributions 19 0 19
Increase or decreases in Grants received by the Authority 0 0 0
Identified where more resource is needed to support demand within a Service 0 0 0
Savings from previous years budget setting process 0 0 0
Savings Proposals from previous years, which have an impact in the current year - 
see table below for further details -1,491 0 -1,491

16,442 -17 16,425
See table below for further details -920 0 -920

See table below for further details 1,400 0 1,400

16,922 -17 16,905

BUDGET SETTING MOVEMENT DETAILS

CATEGORY REF DESCRIPTION Controllable
£000

Uncontrollable
£000

Total
£000

CC001 Review of Terms and Conditions 71 71
EE004 Renewable Energy 525 525

TOTAL 596 0 596
BAU39 Asset rationalisation and disposals -100 -100
CC001 Review of Terms and Conditions -91 -91
EE004 Renewable Energy -1,300 -1,300

TOTAL -1,491 0 -1,491
EE004 Renewable Energy                   1,400 1,400                 

TOTAL 1,400 0 1,400
BA116 Printing and mobile phone - reduced usage -1 -1
BA123 Increased fee income planning and building control -206 -206
BA124 Asset rationalisation  -200 -200
BA127 Employment Links -100 -100
BA138 Reduction in RDA Grant -69 -69
BA139 Deletion of Business Start-Up budget -50 -50
BA140 Deletion of budgets for Marketing and Research -25 -25
BA146 Reduction in visit Rochdale website budget -6 -6
CS101 Reconfigure Youth Centre Provision -4 -4
EE106 Proposal to reduce the Adult Skills budget -30 -30
EE109 Cleaning specification in Council Buildings -5 -5
EE110 Restructure of Energy management staffing resources -54 -54
EE111 Review of strategic planning -70 -70
EE112 Economic Affairs budget -100 -100

TOTAL -920 0 -920

SIGNED BY NAME SIGNATURE DATE

Director John Searle

Centrally Allocated Charges

CATEGORY

Base budget 2015/16
Contingency
Budget pressure allocation

Switches

Reversal of one year only funding
REVISED BUDGET AT 27/11/2015

CATEGORY

Budget setting starting position

Reversal of One Year Only Decisions 15/16

Inflation

NNDR adjustment

Reversal of One Year Only 
Decisions 15/16

Budget Pressures

Switches

Superannuation
Grant changes
Growth
Previous Years Savings

Saving Proposals agreed as part of 15/16 programme

TOTAL 2016/17 BUDGET (pre savings)
2016/17 saving proposals
Amendments to Saving Proposals agreed as part of 
15/16 programme
TOTAL 2016/17 BUDGET

Recurrent Full Year 
Effect previous years savings

Amendments to Saving 
Proposals agreed as part of 

15/16 programme

2016/17 Saving 
Proposals - subject to approval at 

Budget Fixing Council

I confirm that the figures presented reflect a robust budget which would support operational activity in my service in 2016/17. 
This budget may be subject to change as a result of the saving proposals consultation and Members decisions.

11/01/2016








