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1. Executive summary  
 

Section 25 Report 
 
1.1 The following report sets out the proposal to include the attached Appendix X – 

“Process for the 2012/13 Budget - Robustness of Estimates and Adequacy of 
Reserves” within the Budget Setting Report. 

 
2. Recommendations  
 
The Executive Councillor is recommended to: 
 

Budget Setting Report February 2012 
 
a) In respect of the recommendation of the Executive on 19 January 2012, to include 

the attached “Appendix X – Process for the 2012/13 Budget - Robustness of 
Estimates and Adequacy of Reserves” within the body of Budget Setting Report 
February 2012, for approval by Council on 23 February 2012. 

 
 
3. Background  
 
3.1 At its meeting on 19 January 2012, The Executive recommended the Budget 

Setting Report February 2012 for approval at Council on 23 February  2012.  
 
3.2 The attached report is made under the Local Government Act 2003, which 

requires that the Chief Financial Officer reports to the authority, when it is making 
the statutory calculations required to determine its Council Tax or precept, on the 
robustness of the estimates made for the purposes of the calculations, and the 
adequacy of the proposed financial reserves. 



  
 
4. Implications  
 

The report may contain comments and information on: 
 

• the robustness of estimates or, 
• the adequacy of reserves.  

 
Any changes resulting from either may have implications in all of the following areas: 

  
(a) Financial 
(b) Staffing 
(c) Equal Opportunities 
(d) Environmental 
(e) Consultation 
(f) Community Safety 

 
It is not considered that the report in respect of the preparation and content of Budget 
Setting Report February 2012 will have any such implications, although failure to 
accept the overall budget proposals at Council will impact significantly in all of those 
areas. 

 
5. Background papers  
 

These background papers were used in the preparation of this report:  
 

• Medium Term Strategy 2011 
• Budget Setting Report February 2012 
 

 
6. Appendices  
 

Appendix X - Process for the 2012/13 Budget - Robustness of Estimates and 
Adequacy of Reserves (Section 25 Report) 

 
7. Inspection of papers  
 
To inspect the background papers or if you have a query on the report please contact: 
 
Authors’ Name: David Horspool  
Authors’ Phone Number:  01223 – 457007 
Authors’ Email:  David.Horspool@cambridge.gov.uk 
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 Appendix X 
Process for the 2012/13 Budget  

Robustness of Estimates and Adequacy of Reserves  

  
Background 

 

Section 25 of the Local Government Act 2003 requires that the Chief Financial Officer 

(CFO) must report to the authority, when it is making the statutory calculations required to 

determine its Council Tax or precept, on the following:  

 

• the robustness of the estimates made for the purposes of the calculations, and  

• the adequacy of the proposed financial reserves 

 

The majority of the material required to meet the requirements of the Act has been built 

into the key reports prepared throughout the corporate budget cycle, in particular : 

 

• The Medium Term Strategy (MTS)  [September 2011] 

• The Revised Budgets, as part of the January cycle of meetings  

• The main budget reports to the January cycle of meetings 

• The Budget-Setting Report (BSR) to Strategy and Resources Scrutiny Committee on 

16 January 2012, which forms the basis for the subsequent decisions by the 

Executive (19 January 2012), Strategy and Resources Scrutiny Committee (3 

February 2012) and Council (23 February 2012). 

 

This reflects the fact that the requirements of the Act incorporate issues which the Council 

has, for many years, adopted as key principles in its financial strategy and planning; and 

which have therefore been incorporated in the key elements of the corporate decision-

making cycle.  

 

This also reflects the work in terms of risk assessment, and management, which is built into 

all of the key aspects of the Council’s work, together with the sensitivity analysis for key 

activity areas and the analysis of significant events. 
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This approach governs the work that is undertaken in developing spending plans and 

financial strategies for both the General Fund and Housing Revenue Account. 

 

The integration of the Council’s risk framework with the main corporate planning and 

decision-making cycle, is based on the identification of key stages during the year 

designed to match the major documents which underpin the cycle.   

 

It is also important to note that these considerations are assessed by the Council within a 

medium and longer-term framework, which is ensured through supporting financial 

modeling conducted over : 

 

For the … Period Purpose / Use 

MTS & budget 5 years Detailed budget & Council Tax setting 

Longer-term projections 25+ years  Demonstrate long-term effects & thus 
sustainability 

 

 

The new Business Plan, which has been developed to support the introduction of Self-

Financing of the HRA from 1 April 2012, covers a period of 30 years. 

 

This is of particular importance during a period of economic volatility. 

 

Figures are generally shown within reports covering the 5-year medium-term forecast 

period, with any significant longer-term implications specifically highlighted.     

 

Robustness of Estimates 

 Approach 

Each year, as part of the development of the budget, analysis is undertaken of the key 

financial assumptions on which the budget will be based.  An overview of this work is 

included in the MTS and the BSR. 

 

The key areas covered included : 

   

• Economic factors, such as inflation 

• Treasury Management, including interest rates 

• Demographic pressures on spending 
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• Other spending pressures & opportunities (revenue and capital) 

• External funding sources 

• Earmarked Funds 

• Asset Management 

• Reserves 

 

 Government Grant 

The aspect of the General Fund which has, for a number of years, required the greatest 

attention during the annual budget process has been government grant support.   

 Formula Grant 

Details of the final Local Government Settlement for 2011/12, together with provisional 

settlement figures for 2012/13, were announced on 31 January 2011.  This announcement 

was used for the purposes of financial modelling for the September 2011 MTS.  Although it 

had been expected that a 4-year settlement would be announced in conjunction with 

spending review 2010, details of the final two years (2013/14 and 2014/15) were deferred 

until the completion of the government’s Local Government Resource Review. 

  

Given that the position in terms of future years is still unclear, a key decision for the Council 

has been what objective basis is available to use for such projections.   The best basis for 

this purpose appears to be contained within Spending Review 2010.  

 

The real terms reduction in local authority core funding from CLG, which is contained 

within the Review control totals, reflects around 73% of the total reduction for the 4-year 

period being made over the first 2 years.  The announced reduction in the City’s 

confirmed Formula Grant over the 2 years to 2012/13 would represent a broadly similar 

percentage of the total reduction assumed in the September 2010 MTS.  The BSR has, 

therefore, continued to use the MTS assumption on the final overall level of Formula Grant 

reduction to 2014/15 (i.e. a reduction of around 31% to £7,571,019) as the most 

appropriate basis for projections at this stage. 

 

 

As the Settlement announcement only provides figures for the first 2 of these years it is 

difficult to be clear whether it represents a high degree of front-loading but with the final 

level in 2014/15 still close to the assumption, or an indication of a far higher level of overall 

reduction.  This is a critical factor for effective future financial planning. 
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For the City Council, the only changes from the provisional Formula Grant figure first 

announced in January 2011 are that the breakdown of Formula Grant between Revenue 

Support Grant and redistributed Business Rates has now been provided and that Council 

Tax Freeze Compensation (for 2011/12) has now been rolled up into Formula Grant rather 

than being paid as a separate grant.    

 

The following table shows the Council’s provisional grant for 2012/13 compared with that 

for 2011/12: 

Formula Grant 2011/12 2012/13 

Prior year adjusted base (i.e. after adjustments including 
transfer of Concessionary Fares responsibility) £10,961,863 £9,472,251 

Formula Grant entitlement   

     Revenue Support Grant £2,246,689 £163,516 

     Share of Business Rates £7,268,417 £8,435,295 

Total Formula Grant £9,515,105 £8,598,811 

Council Tax Freeze Grant 169,647 Included 
above 

Total Formula Grant + Council Tax Freeze Grant £9,684,752 £8,598,811 

Reduction (year-on-year excluding Council Tax Freeze 
Grant) (13.20%) (11.41%) 

Reduction from 2010/11 adjusted base  (23.10%) 
 

 

It is anticipated that the announcement of the outcome of the Local Government 

Resource Review will see the ending of the current Formula Grant system and its 

replacement with a scheme based on the re-localisation of Business Rates, with effect 

from 2013/14.  On the evidence of the initial consultation on the proposed new scheme, 

the effect is likely to be a starting point based on current entitlement to support under the 

Formula Grant process.   

 

Whilst the scheme is projected to include retention of a proportion of the local growth in 

Business Rates it is not anticipated that this will produce significant amounts of additional 

income for the Council, at least in the first two years - which are covered by the existing 

spending review.   

 

The potential for further significant changes to the grant distribution system as part of the 

forthcoming fundamental review constitutes a material risk for the Council from 2013/14 

onward, and this has been reflected in the approach to Reserves. 
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Other Government Grants 

In addition to Formula Grant the Council still receives a number of other revenue grants 

from central government although these are reduced in number following incorporation 

of a number of them into Formula Grant.  In addition, government has removed 

ringfencing from the majority of grants.  In terms of financial projections, the most 

significant of these other grants is New Homes Bonus. 

 

 New Homes Bonus 

The New Homes Bonus (NHB) scheme, introduced from 1 April 2011, was designed to 

encourage and reward local authorities for the delivery of new homes and the reduction 

of the number of empty homes in their areas.  The NHB is designed so that provision of 

additional housing in a particular year is recognised through the award of additional 

funding for a period of six consecutive years, starting in the following year.  Entitlement is 

based on the actual numbers of housing completions and empty homes brought back 

into use together with an affordable housing component. 

 

NHB for 2011/12, determined on 4 April 2011, was £786,646 which under the scheme 

should be paid for a period of six years.  This funding is being used to secure the 

employment of the team of professionals needed to ensure that the new communities 

that are being created to the south and north-west of the city will be successful and 

located within attractive places to live.  

 

The provisional allocation for 2012/13 of £734,898 was announced on 1 December 2011 

based on data obtained from local authority Council Tax Base forms together with DCLG 

official statistics on additional affordable housing supply.   

 

Forward projections of NHB are based on estimated housing completions and are, 

therefore, dependent on achieving the projected growth rates each year.  Nationally, 

funding for the NHB scheme has only been explicitly provided for the period of the 

Sending Review, i.e. to 2014/15.  However, it remains unclear as to the implications for 

local authorities resulting from the funding of NHB after 2012/13.  There have been 

indications that funding for the scheme for future years may be achieved through top-

slicing of Formula Grant. 

 

Forward estimates of NHB entitlement, updated since the MTS to reflect the latest housing 

growth projections, are set out in the following table:  
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NHB 2011/12 
£ 

2012/13 
£ 

2013/14 
£ 

2014/15 
£ 

2015/16 
£ 

2016/17 
£ 

2017/18 
£ 

2011/12 
allocation (786,646) (786,646) (786,646) (786,646) (786,646) (786,646)  

2012/13 
provisional 
allocation 

 (734,898) (734,898) (734,898) (734,898) (734,898) (734,898) 

New Homes 
Bonus Total (786,646) (1,521,544) (1,521,544) (1,521,544) (1,521,544) (1,521,544) (734,898) 

Funding of 
Fixed Term 
Growth Posts 

818,380 818,380 818,380 818,380 818,380 818,380 818,380 

Balance after 
Funding for 
Growth-related 
Posts 

31,734 (703,164) (703,164) (703,164) (703,164) (703,164) 83,482 

Projection of 
Future NHB 
entitlement 

  (814,000) (1,934,600) (1,934,600) (1,934,600) (1,934,600) 

Potential net 
NHB funding 
available 

31,734 (703,164) (1,517,164) (2,637,764) (2,637,764) (2,637,764) (1,851,118) 

 

 

At MTS stage, it was considered reasonable to assume that the remaining balance in 

2012/13 would not be offset by a reduction in Formula Grant (through a national top-

slicing adjustment) as the Government has already announced the level of Formula Grant 

for that year.   On that basis, it was agreed that the Council would consider what one-off 

costs / projects could be funded using this money as part of the budget setting process 

this year.  As part of the BSR projections the net funding available in 2012/13 (£703,164) 

has been used to support capital spending. 

 

However, in light of the scale of the additional funding projected to be available in future 

years, and the concern as to the degree to which this may be offset by top-slicing of the 

Council’s Formula Grant, it was proposed and agreed that the additional funding be 

earmarked (rather than added to general reserves) with a view to considering 

appropriate application at a later date.  This is considered to be a suitably prudent 

approach at this stage. 

 

When its 2013/14 funding basis is clear the council will be in a position to confirm the 

degree to which the future years’ of New Homes Bonus are needed to support investment 

plans that are already in place, or whether it will be available for new projects as is 

hoped. 
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 Council Tax Thresholds 

2012/13 sees the introduction of Council Tax referendum thresholds, such that increases 

proposed above this level are subject to the outcome of a public referendum.  This 

introduces the risk that if the referendum does not demonstrate public support the level of 

Council Tax increase and associated spending plans would need to be revised. 

 

Alongside the Settlement announcement, Council Tax referendum thresholds for 2012/13 

were announced.  These have been set at 3.5% for single tier, county councils and shire 

districts, at 4% for police, fire authorities and the GLA and at 3.5% for the City of London.  

These thresholds are all 1% above the figures for which the new one-year freeze grant for 

2012/13 will be paid. 

 

The Council’s plans for Council Tax setting for 2012/13 are based on a freeze at the level 

set for 2011/12, therefore there is no risk associated with the requirement for a referendum. 

 

 Spending Reviews 

 

The adoption by Governments in recent years of a process of periodic Spending Reviews 

has provided key contextual information to support the forward financial planning 

process.   

 

These Reviews have previously provided indications of support through Formula Grant 

covering a 3-year period, however Spending Review 2010 incorporated indications 

covering a 4-year period, designed to coincide with the planned life of the Parliament.  

This was expected to confer improvements in financial information available to the 

Council, which would serve to further reduce the level of residual risk associated with the 

key question of the level of support from Government.  

 

However, the announcement of the Local Government Finance Settlement reflected a 

change through the inclusion of just two years of figures for Formula Grant.  This appears 

to reflect the Government’s intention to complete a fundamental review of financing for 

local government, with the intention of using this to determine the Formula Grant levels in 

2013/14 and 2014/15. 

 

In the current economic climate the prospects for the next Spending Review period do 

not look positive for local authority funding.  There must be an expectation of the 

continuation of a tight financial position with increasing pressures in terms of efficiency 

expectations.   
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Future projections for grant beyond 2014/15 have, therefore, been based on a cash 

standstill position for Formula Grant / relocalised Business Rates. 

 

 Control Totals Within the Budget Process 

 

The budget process specifically identifies and controls the requirements for the delivery of 

savings from all areas of spending, managed through a process of Cash Limits.  The Cash 

Limit process allows the inclusion of (specifically identified, and justified) unavoidable bids, 

and bids where the additional funding requirement can be met through additional 

compensating savings.  

 

Further bids for service development are determined centrally by the Executive, and 

prioritised against the requirements in delivering the Council’s Vision Statements.  This 

includes the specific test of affordability and sustainability of the overall level of funding 

for this Priority Policy Fund (PPF), which is clearly shown within the final decision-making 

framework adopted in the BSR.  

 

The level of funding which is deemed affordable within the initial MTS projections (in this 

case in September 2011) is reviewed in light of updated information in the final Budget-

Setting Report to Strategy Scrutiny Committee in the January cycle of meetings.   

 

The September 2011 MTS identified a target level of ongoing funding for PPF Bids for 

2012/13 of £500k.  The review of affordability undertaken as part of the February 2011 BSR 

concluded that this level of provision could still be supported. 

 

However, the bids for PPF funding received totalled just £378,620 in 2012/13, with ongoing 

effects falling to £179,720 p.a. from 2015/16).  The relatively modest level of bids may well 

reflect awareness of the need for restraint in the current financial climate and the relative 

value of additional bids when compared to the further savings that would need to be 

identified.  This suggests that whilst this mechanism continues to provide an important 

means of moving resources to the areas of greatest need, it also retains the flexibility to 

reflect the Council’s overall financial position.  

 

Financial projections for future years are based on the inclusion a provision of £500k per 

annum from 2013/14 onward, demonstrating the ongoing viability of this approach. 
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 Capital Spending and Controls 

 

Approval of new capital spending is dependent on the identification of the appropriate 

levels of revenue and capital funding, thus demonstrating its affordability.  If this cannot 

be achieved, the schemes may be approved in principle and added to the Council’s 

capital Hold List until such time as the funding is identified and approved. 

 

The September 2011 MTS identified the need to identify the potential for additional 

funding for capital spending, in light of a number of identified potential pressures; 

including refurbishment works to Park Street Car Park (from the Hold List). 

 

The February 2012 BSR has been based around the principle that any additional one-off 

funding available should be used to support future capital spending requirements, whilst 

ongoing funding would be used to reduce future net savings requirements. 

 

This has resulted in £1.438m of additional capital funding being identified as affordable, 

such that all of the capital bids raised as part of the 2012/13 budget process could be 

supported together with provision for the projected costs of the Park Street Car Park 

refurbishment works. 

 

This still provides uncommitted funding for further capital spending over the 5-year 

projection period, as follows: 

 

 
2011/12  

£000 
2012/13    

£000 
2013/14    

£000 
2014/15    

£000 
2015/16     

£000 
Revised Capital funding 
availability (160) (2,252) (1,168) (2,047) (1,062) 

Capital bids  (224) 1,399 2,083 1,883 200 

(Surplus) / Shortfall in Funding (384) (853) 915 (164) (862) 

 

Cumulative cashflow effect  (1,237) (322) (486) (1,348) 
 

 

The existing test of affordability for capital spending was reinforced by the introduction of 

the Prudential Code, with effect from 1 April 2004.  The indicators identified as part of the 

Code have been included with the final budget reports, and have been taken into 

account in arriving at the final recommendations on the Capital Plan. 
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The BSR specifically considers the potential need for future prudential borrowing.  This has 

identified requirements for Housing Revenue Account borrowing associated with the 

introduction of the new Self-Financing regime, together with projected refurbishment 

works at Ditchburn Place.  It also identifies the potential requirement to borrow to support 

the provision of multi-agency community facilities as part of the Clay Farm Development.  

 

The Council continues to require annual revenue contributions to Repair and Renewal 

Funds to ensure the sustainability of all major assets, and has implemented medium-term 

replacement programmes for key asset areas. 

  

Capital spending during the year is monitored on a monthly basis by the Asset 

Management Group, and on a quarterly basis by the Strategic Leadership Team; based 

on a consistent financial monitoring and reporting framework.  This ensures that current 

performance is effectively challenged, and the need for any remedial measures 

identified at the earliest opportunity. 

 

Close monitoring of performance on current year budget heads has been maintained 

throughout the 2011/12 budget process, to ensure a robust basis for projections in future 

year estimates.  This has been of particular importance given the highly volatile position of 

the economy over the period in question. 

 

 

Financial Reserves 

 

Reserves are established and maintained in line with the Code of Practice on Local 

Authority Accounting, and are reviewed annually by the Council’s External Auditors taking 

into account their knowledge of the Council’s performance over a period of time. 

 

There are two main categories of reserves to be considered : 

 

• Earmarked reserves 

 

• Unallocated general reserves. 
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 Earmarked reserves 

 

Earmarked reserves are those which the Council builds up over a period of time to fund 

known or predicted liabilities. 

  

Specific examples include : 

 

• Repair & Renewal Funds - individual Funds have been established to cover key items 

of vehicle and plant, in line with the Council’s policy of ensuring sustainability of 

services.  New Funds, or contribution requirements, are assessed as part of any new 

project appraisal 

 

• Developer Contributions – negotiated under Section 106 of the Town and Country 

Planning Act 1990, to offset the costs associated with new developments, for 

example community infrastructure 

 

• Funds set up to meet material costs which occur regularly, but over a longer period 

than annually, where it is deemed prudent to make contributions every financial 

year,  e.g.  Local Plan  

 

• Insurance Fund - which underpins the Council’s policy and practice on self-

insurance, and reflects the analysis of potential and contingent claims over time. 

 

The Council reviews each of the Funds during each year to ensure that the levels, and the 

ongoing contributions, are appropriate to achieve the purpose for which it was set-up.  A 

further review is completed as part of the final accounts process, at year-end, in 

conjunction with the review work of external audit. 

 

Earmarked Funds are reviewed as part of the General Fund Resources section in the BSR 

(Section 3 in the February 2012 BSR), together with proposed spending against a number 

of the main funds.  This ensures an appropriate context for wider spending decisions and 

prioritisation. 

 

 Unallocated general reserves 

 

As part of its financial strategy the Council has determined two levels by which the 

appropriateness of the general reserve for the General Fund will be assessed: 

 



 

Appendix Page No:  12

• Minimum Level - set at £1.5m (approximately 10% of the net expenditure level), to 

deal with timing issues and uneven cashflows and avoid unnecessary temporary 

borrowing 

 

• Target Level - set at £5m, reflecting the level which provides the target over the 

longer-term.  

 

A similar approach has been adopted in respect of the Housing Revenue Account (HRA), 

which has identified : 

 

• Minimum Level - set at £1m (approximately 2 weeks of rental income), to deal with 

timing issues and uneven cashflows and avoid unnecessary temporary borrowing 

 

• Target Level - set at £3m, reflecting the level which provides the target over the 

longer-term.  

 

The key elements which are considered in setting the target level have been: 

 

• The potential need to ‘cushion’ the impact of an unexpected events or 

emergencies (above the levels supported directly by the government, under the 

‘Bellwin’ scheme). 

 

• The need to deal with major incidences of uneven funding associated with schemes 

or initiatives.  Previous examples include the initial investment requirements 

associated with projects such as the implementation of the outcomes of the 

Council’s Customer Access Strategy. 

 

• The level of risk / uncertainty associated with the budget and financial strategy, 

particularly the continuing uncertainty over grant entitlement and the effects of the 

current economic recession. 

 

Where temporary use of reserves is approved to meet timing issues, the decision will be 

based on a specific payback period and this will be explicitly shown in the Reserves 

Projections (shown in MTS and BSR documents) so that anticipated movements on the 

level of reserves are clear. 

 

Current spending plans include temporary use of reserves relating to : 

 

• the initial set-up costs associated with the implementation of the new Customer 

Access Strategy (SC335 – SC339) – due to be repaid by 2014/15 
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• the initial capital costs associated with the Guildhall Working Party scheme (SC342) – 

due to be repaid by 2017/18 

• the set-up costs of the new Memorial Choice scheme (SC351) – due to be repaid by 

2017/18 

 

It should be noted that all of these items will generate net revenue savings in the years 

following repayment of the temporary use of reserves.  The maintenance of sufficient 

reserves to be able to pump-prime such ‘Invest-to-Save’ schemes in the future is part of 

the Council’s approach to being confident in meeting the significant net savings targets 

identified through to 2014/15.  

 

The September 2011 MTS noted that the level of Reserves was above the Target level, and 

that the BSR should include consideration of the appropriate use of the additional funds. 

 

The 25-year financial modelling in the BSR has included plans for the planned use of funds 

above the Target level, such that Reserves will be brought down to a level of £5m by the 

end of 20123/13 and that this level can be maintained.  This shown graphically below : 
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The reserves projections are based on the expectation that the Council will be able to 

achieve the ‘Net Savings Requirements’ identified in each of the financial years from 

2011/12 onward. 

 

 Risk Management 
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The Council has a long-established commitment to risk management, as a key element of 

effective internal control.  This includes the operation of a corporate risk database, which 

forms the basis for the Risk and Assurance Framework which, in turn, informs the Annual 

Governance Statement and Head of Internal Audit Opinion documents as part of each 

Statements of Accounts.  The database also informs the strategic internal audit plan, 

ensuring that all cross-cutting, project and service issues are effectively prioritised for 

coverage.  

 

As part of the budget process, areas of uncertainty are identified in the summer / autumn 

each year as part of the MTS, and are then reviewed and updated throughout the 

process to identify the level of residual risk at the point of budget-setting. 

 

The main issues which remain outstanding at the point of budget-setting this year are 

detailed in Section 8 of the BSR. 

 

In addition, an assessment of the key areas of financial risk to the Council has been 

undertaken and the results are included in Appendix U, in the form of a sensitivity analysis.  

This is a particularly important consideration for the current budget process, in light of the 

continuing volatility within the projections for the economy and changes in funding. 

 

This analysis is supplemented by a review of the timing and nature of ‘Significant Events’ 

over the MTS period, which has been detailed in Appendix V of the BSR. 

 

A further review of these areas, and the others still unresolved, will take place as part of 

the next (2012) MTS.   

 

The Council’s financial strategy also supports the provision of funding for known 

commitments, which commence beyond the specific budget year, as part of the 

prudence and sustainability concept.   

 

 Period Budgeting 

 

Part of the Council’s established financial strategy is to ensure that funding for future 

spending is not dependent on the use of reserves, so as to demonstrate long-term 

sustainability.  This has been demonstrated in the setting of the 2012/13 Budget. 
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The key aim of the September 2011 MTS was to establish a position where a savings level 

for the period of the 2010 Spending Review (i.e. to 2014/15) could be identified that would 

allow the future level of savings to be reduced to a more manageable level. 

 

The outcome was a savings target of £4.213m over the 3-year period to 2014/15, based 

on the profile of £1.242k in 2012/13, £1.288m in 2013/14, and £1.683m in 2014/15.  These 

represented minimum levels for each year in order to meet the overall financial 

projections and strategy. 

 

The BSR has confirmed that not only has the target of £1.242k in 2012/13 been achieved 

on an ongoing basis, but that it has been exceeded from 2013/14 onward allowing future 

year net savings requirements to be reduced. 

 

The contribution of Service Reviews to the overall level of savings has been significant 

(ranging from 62.1% in 2012/13 to 68.3% in 2015/16). 

 

This serves to confirm the significant role of the Service Review process, and the robustness 

of the projections included in the September 2011 MTS.  This is particularly important as 

Service Reviews, will undoubtedly be a critical part of the Council’s future savings 

strategy. 

 

The effect of the overall performance on the 2012/13 Budget, results in the following 

recalculation of remaining net savings requirements in future years : 
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Net Savings Requirements 2013/14 
£ 

2014/15 
£ 

2015/16 
£ 

Net Savings Requirement (per Sept 2011 MTS) 1,287,860 1,683,310 950,000 

Adjusted for:    

Adjustment resulting from position against 2012/13 
Cash Limit (65,890) (76,900) (10,000) 

Sub totals 1,221,970 1,606,410 940,000 

Reduced to reflect unapplied 2012/13 PPF funding 
provision in: 
                           -  2013/14  

 
 

(199,880) 
  

                            -  2014/15  (104,400)  

                            -  2015/16   (16,000) 

Sub totals 1,022,090 1,502,010 924,000 

Increase required to offset net Non-Cash Limit items 380,000 50,000 0 

Sub totals 1,402,090 1,552,010 924,000 

Increase required to offset effect of 2012/13 Council 
Tax freeze 103,230 (36,750) (36,650) 

Revised Net Savings Requirement 1,505,320 1,515,260 887,350 

 

 

This demonstrates the success in adopting a period-budgeting approach in recent years, 

and this focus on medium-term budgeting will be further developed and emphasized as 

part of the Council’s budget processes.  

 

This has enabled the net savings requirements to be revised downward, reflecting earlier 

achievement against the profile of savings targeted in the September 2011 MTS  

 

The Council is now seeking to build on this approach, and to outline the approach to 

meeting the net savings requirements for the remaining two years of the target period. 

 

 Future Savings Strategy 

 

The Council is planning for a significant “step change” in its budget profile through to 

2014/15.   The budget and service delivery plans for 2012/13 represent a continuation of 

the process to deliver that change. 

 

Future work is expected to include further exploration of shared service opportunities, 

review of Council assets, and continued investigation of opportunities that may be 
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available through the projects which arose from the  “Making Cambridgeshire Count” 

initiative. 

 

A key element of both the MTS and BSR is consideration of the achievability of the 

reductions in net spending which are required to produce a balanced budget.  As noted 

above, a key element in this analysis has been the robustness and outcomes delivered 

through the Council’s Service Review process.  This has demonstrated a strong track-

record in delivering targeted reductions in the last few years.  

 

The Council’s budget includes provision, through the Efficiency Fund, of funding to enable 

service transformation to be undertaken.  In 2011/12 £475k is available, with a further 

£200k in 2012/13.  This provides greater assurance that the resources will be available to 

undertake the work needed to achieve the savings targets set.  

 

This contributes to the confidence that the targeted levels of net spending reductions for 

future years can be met, and that suitable monitoring processes exist to highlight any 

variations in the actual timing or level of planned savings in practice so that remedial 

actions can be implemented. 
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External Assessment  

 

The Council has been subject to external assessment though the annual audit of financial 

procedures and accounts, as well as under the national Comprehensive Performance 

Assessment process.  This was replaced by Comprehensive Area Assessments (CAA) from 

2009. 

 

An overview of the relevant assessments is shown in Annex 1.   

 

The Audit Commission’s Use of Resources (UoR) assessment considered how well 

organisations managed and used their resources to deliver value for money and better 

and sustainable outcomes for local people. 

 

The assessment formed part of the Comprehensive Area Assessment (CAA) framework 

and was carried out yearly by appointed auditors as part of the external audit at local 

authorities; fire and rescue authorities; police authorities; and primary care trusts. 

 

In May 2010, the Government announced CAA was to be abolished. In response, the 

Commission directed auditors to cease all use of resources assessment work.  The last set 

of scored assessments for UoR were for 2008/09, and these are shown in the attached 

Annex as context.  

 

The City Council was assessed at level 3 overall, which is defined as ‘Exceeds minimum 

requirements – performing well’.  In presenting the assessment report to Civic Affairs 

committee on 18 November 2009, the Council’s External Auditors noted that “A rating of 

three places the authority in the top quartile of District Councils nationally with very few, 

possibly only one, achieving a 4” (Minute 09/0Civ/44). 

Conclusion 

 

The 2012/13 budget process has resulted in recommendations for spending and tax-

setting which are broadly in line with the original objectives set in the MTS in September 

2011.  This has involved the identification of tangible measures to effectively address the 

implications of the significant pressures on the Council’s budgets which have been 

identified as part of the process. 

 



 

Appendix Page No:  19

Integral to the process has been the testing of assumptions and associated risks underlying 

the financial projections, which have been determined in line with the adopted principles 

of prudency, affordability and sustainability. 

 

The medium and longer-term projections, and plans, have also confirmed that the 

spending plans proposed can be funded; whilst reserves are kept in line with the agreed 

target levels.  

 

Together, this demonstrates the robust nature of the work on which the Council’s spending 

plans are based, and that the plans and associated reserves projections represent a 

prudent and sustainable position. 

 

This report is based on the budget proposals contained within the BSR, which are being 

recommended by the Executive to Council on 23 February 2012.   

 

David Horspool 

Director of Resources  
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Annex 1 
 
External Assessments 
 
The following external assessments provide a measure of context for the Council’s financial 
processes and performance. 
 
Comprehensive Performance Assessment (CPA) 
 
As part of the CPA work undertaken by Inspectors, the Council’s external auditors 
(PricewaterhouseCoopers) completed a scored review of five areas relating to the statutory 
code of audit practice in 2004.   
 
The scores given were: 
 

Area for auditor judgment Grade Issues included in this area 
Financial standing 4 Setting a balanced budget 

Setting a capital programme 

Financial monitoring and reporting 

Meeting financial targets 

Financial reserves 
Systems of internal financial control 3 Monitoring of financial systems 

An adequate internal audit function is 
maintained 

Risk identification and management  
Standards of financial conduct 
and the prevention and detection 
of fraud and corruption 

3 Ethical framework 

Governance arrangements 

Treasury management 

Prevention and detection of fraud and 
corruption 

Financial statements 3 Timeliness 

Quality 

Supporting records 
Legality of significant financial 
transactions 

4 Roles and responsibilities 

Consideration of legality of significant 
Financial transactions 

New legislation 
These scores represent a judgment of the Council’s performance on scale of 1 to 4, with 4 being 
the highest score. 
 
This identifies strong performance in the areas relating to this judgment, particularly the issues 
under the first area of judgment; which received a maximum score of 4. 
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Use of Resources 
 

Use of Resources (UoR) is an Audit Commission assessment of how well Councils manage their 
financial resources. It looks at how financial management is integrated with strategy and 
corporate management, supports council priorities and delivers value for money.  

Use of resources work is carried out, annually, at all councils as part of the external audit by 
appointed auditors, and results in a judgement for each of five themes. 

 
The auditor’s judgement is based on a scale of 1 to 4 (highest) which determines how well a 
council is performing against minimum standards, set at level 2 performance. The overall use of 
resources score is calculated by the Commission using a set of rules for combining the auditor 
judgements for each of the five themes. 
 
The initial UoR framework ran from 2005 to 2008, and details of the Council’s Use of Resources 
assessments are shown below: 
 

Assessment (1 to 4) Theme 
2005 2006 2007 2008 

Financial reporting 3 4 4 4 
Financial management 4 4 4 4 
Financial standing 4 4 4 3 
Internal control 2 3 3 3 
Value for Money 3 3 3 3 
Overall 3 4 4 4 

 
 
The Use of Resources (UoR) assessment for 2008/09 was very different to the previous UoR 
assessment.  While a number of similar areas were assessed under both frameworks, the focus of 
the new approach changed significantly and the new approach was intended to represent a 
more rigorous test. 
 
In order to achieve the higher scores (i.e. 3 or 4), organizations now have to clearly demonstrate 
that not only do they have efficient and effective processes in place, but that these processes 
can be shown to be delivering tangible outcomes in terms of performance improvements or 
delivery of efficiencies that are aligned to the organisation’s strategic objectives. 
 
The Council’s UoR theme scores are shown in the table below : 
 

Assessment (1 to 4) Theme 
2008/09 

Managing finances 3 
Governing the 
business 

3 

Managing resources 2 
Overall 3 

 
 
In the assessment report the auditors noted that the Council “….  continues to demonstrate 
strong medium term, planning and budgeting” and that it “….  Engages well with stakeholders 
and continues to monitor spending closely and effectively”.  It goes on to note that “The Council 
maintains an appropriate risk register which is linked to strategic objectives and can demonstrate 
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a positive risk culture ….”, and that it “…. Maintains an adequate system of internal control and 
has an effective audit function”. 
  
The City Council was assessed at level 3 overall, which is defined as ‘Exceeds minimum 
requirements – performing well’.  In presenting the assessment report to Civic Affairs committee 
on 18 November 2009, the Council’s External Auditors noted that “ A rating of three places the 
authority in the top quartile of District Councils nationally with very few, possibly only one, 
achieving a 4” (Minute 09/0Civ/44). 
 
This demonstrates the consistently high levels of performance achieved by the Council under this 
assessment, both in isolation and in comparison with other authorities. 
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