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CHESHIRE FIRE AUTHORITY 
 

MEETING OF : FIRE AUTHORITY   ITEM:  3 
DATE   : 11th DECEMBER 2013      
REPORT OF  : HEAD OF FINANCE 
AUTHOR : PAUL VAUGHAN 
_____________________________________________________________ 
 

SUBJECT : 2014-15 DRAFT BUDGET, COUNCIL TAX    
                              AND MEDIUM TERM FINANCIAL PLAN 
_____________________________________________________________ 
 

Summary 
 
1 Cheshire Fire Authority (“the Authority”) is required to approve a budget 

and set the Council Tax precept for the year commencing 1 April 2014.  
In reaching the decision to approve the budget the Authority must 
consider all the relevant factors, including the likely impact of policy 
options on the fire and rescue service, the prevailing economic climate 
and the impact of future grant reductions during the current 
Comprehensive Spending Review (“CSR”) period (2011-12 to 2014-15) 
and beyond. 

 
2 This is the first of three budget reports; the others will be considered by 

Policy Committee on 29 January 2014 and the final report by the 
Authority on 12 February 2014.  In addition, a Members Planning Day 
is scheduled for 17 January 2014 at which Members will be asked to 
consider a range of options to be built into the 2014-15 budget, 
consolidating work already undertaken at Member Planning Days 
during the year. 

 
3 This report provides background to the financial position of the 

Authority, refers to the national context and identifies some risks that 
the Authority should take into consideration.  The report also refers to 
the Medium Term Financial Plan (“MTFP”), savings, the capital 
programme, reserves and the overall effects on precept. 

 
4 The timing of this report is such that it is likely to fall between the 

Chancellor’s Autumn Statement on 5 December 2013, and the 
announcement of the detailed Authority by Authority settlement which 
will follow.  If the detailed settlement becomes known between the 
dispatch of this report and the date of the meeting, an update will be 
presented at the meeting.   

 

Recommended:  That 
 

[1]   the report and information relevant to the setting of the 2014-15 
budget be noted. 
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Cheshire Fire Authority Budget for 2013-14 
 
5 The Authority’s budget for 2013-14 is £43.6m, financed by a 

combination of Council Tax and Settlement Funding Assessment (a 
combination of Revenue Support Grant and Business Rates).  The 
Band D Council Tax was set at £67.75 which generates a total of 
£22.9m (53% of total funding).  The balance of £20.7m (47%) is met by  
Settlement Funding Assessment. 

 
6 In addition,  the Authority approved a capital programme of £4.2m 

funded from capital grant and prudential borrowing. 
 
 

The Comprehensive Spending Review and National Context 
 
7  2014-15 will be the final year of the current CSR period.  Members will 

be aware that the Chancellor announced a Mini Comprehensive 
Spending Review for 2015-16 in June 2013. The tone of this was very 
much about continuing pressure on public sector spending for the 
foreseeable future.  

 
8 DCLG announced an illustrative settlement for 2014-15 in February 

2013.  In July 2013 the Government announced a further cut to Public 
Sector spending, and DCLG issued a revised illustrative settlement for 
2014-15 and 2015-16.  The Autumn Statement due on 5 December will 
fix the Government’s plans for 2014-15, but the detailed settlement for 
the Authority is unlikely to be available until mid to late December.   
 

 
Medium Term Financial Plan (MTFP) 
 
9 Appendices 1 and 2 model the effect of our existing assumptions and 

show how the Authority would produce a balanced budget in 2014-15, 
if it accepted Council Tax Freeze Grant (Appendix 1) or if it rejected 
Council Tax Freeze Grant (Appendix 2) (see paragraph 17 for a fuller 
explanation of Council Tax Freeze Grant).  The draft budget is shown 
in the column headed 2014-15.  Members will see that it is assumed 
that there is a need to produce savings over the next four years of 
between £8m or £9m in order to produce balanced budgets, based on 
the assumptions applied.  
 

10 On the basis of extending the same set of assumptions into the years 
beyond 2017-18, savings of around £2m per year would be needed to 
produce balanced budgets.  Whilst savings of around £4m are 
expected to flow from the delivery of the Emergency Response 
Programme (ERP), the remainder of the savings throughout the lifetime 
of the MTFP and beyond will need to be found from elsewhere. Officers 
will need to present options for further cost reductions for Member 
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consideration to meet the gap between the savings identified as being 
required in the plan and those delivered by the ERP.  This will be a 
particularly challenging exercise and Members should not 
underestimate the difficult questions that will be posed as a result. 
 

11 The MTFP presented to the Authority in February 2013 at the time that 
the budget for 2013-14 was approved showed a total requirement for 
savings of around £6m between 2013-14 and 2016-17.  The table 
below summarises the savings targets year by year and shows the 
reasons for the differences to savings targets in the MTFP, assuming 
Members decide to increase Council Tax rather than accept the 
Council Tax Freeze Grant. This version of the MTFP has been selected 
simply because it is consistent with the Authority’s decision on Council 
Tax Freeze Grant made in February 2013, and therefore makes the 
comparison easier. Should Members choose to accept the Council Tax 
Freeze Grant then this increases the savings target over the four years 
by around £0.5m.  

   
Year 2013-14 2014-15 2015-16 2016-17 2017-18 

 £000 £000 £000 £000 £000 
Savings 
target Feb 
2012 

1,694 1,434 1,699 1,026  

Latest 
savings 
target 

Achieved 1,621 2,759 1,681 2,216 

Difference  187 1,060 655  
Reduction 
in SFA 

 187 20 
 

519  

Revenue 
impact of 
ERP 

  690 86 
 

 

Revenue 
impact of 
proposed 
Safety 
Centre  

  350   

Capital 
financing 

   50  

Total  187 1,060 655  
 

Note SFA = Settlement Funding Assessment 
ERP = Emergency Review Programme 

 
Members will note the impact on the revenue budget of the ERP and of 
the proposed Safety Centre for 2015-16.  The latter is based on early 
assumptions of revenue costs at this stage.  Members will also note 
that there is an estimate for capital charges in 2016-17. 

 
12 The inclusion of an estimate for capital charges reflects the potential 

need to borrow to fund the delivery of the plan by 2016-17.   More 
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detailed work is being carried out on the impact that the delivery of the 
ERP and the potential Safety Centre will have on cash flow.  However, 
the inclusion of the proposed Safety Centre; the impact of pay 
protection to day crewing allowances; and the increased effect on the 
IRMP reserve of the relationship between meeting ERP savings and 
the retirement profile which will lead to firefighter costs being met from 
the IRMP reserve until natural wastage takes effect, have increased 
the potential that borrowing will be required in the coming years. This 
will be reflected in the Treasury Management Strategy which will be 
presented for Member consideration at the February CFA.  
 

13 The following assumptions have been made within the plans:- 
 

a. Settlement Funding Assessment ;  
i. 2014-15 and 2015-16 per DCLG July illustrative 

settlement 
ii.  then reduction of  8 % in the following years. 

b. Pay inflation of 1.5% pa over the lifetime of the plan. 
c. Non-pay inflation 2% pa over the lifetime of the plan. 
d. Savings of £8m to £9m over the next four years of the plan, after 

some unavoidable growth, the impact of the ERP and the impact 
of the proposed Safety Centre. 

e. If appropriate, Council Tax Freeze Grant at 1% of 2012-13 level 
f. No Council Tax Freeze Grant after 2015-16 
g. Council Tax Freeze Grant to be baselined in 2016-17 
h. In any year where Council Tax Freeze Grant is not accepted by 

the Authority, precept increase of 1.99%. 
i. Contribution to IRMP reserve in each of the next three years  

 
14 Members should note that officers have already developed a long-list 

of proposals for developments and for savings for 2014-15 and these 
are currently being scrutinised by the Service Management Team. 
Proposals will be placed before Members for scrutiny at their Planning 
Day on 17 January 2014. 
 

15 Whilst the MTFP shows balanced budgets, this assumes the Authority 
meets the significant financial challenges in the coming four years in 
relation to savings, which will not be an easy task. Early analysis of the 
years beyond 2017-18 show significantly increased pressure, assuming 
that the assumptions applied hold true. This means that the Authority 
must be robust in its approach to cost saving, minimising risk and 
revenue growth.  

 
Funding of Cheshire Fire Authority 
 

Council Tax 

16 The Authority is a precepting authority which means that it generates 
part of its funding by setting a precept.  That precept is included within 
the Council Tax bills issued to each household within the boroughs of 
Cheshire East, Cheshire West and Chester, Halton and Warrington. 
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The Authority produces a Council Tax Leaflet providing an explanation 
of the Fire Authority precept for the public. 

 
17 The Government has made Council Tax Freeze Grant available for 

2014-15.  The first grant for 2011-12 was for £626k (equivalent to a 
2.5% increase in precept) and was accepted by the Authority.  The 
Government has indicated that this is now part of the base budget 
funding, at least until the end of the current CSR in 2014-15. The grant 
for 2012-13 was for £751k (equivalent to a 3% increase in precept) and 
was accepted by the Authority. This fell out of the plan in 2013-14, as it 
was a one-off grant.   Members did not accept the offer of a 1% grant in 
2013-14. The Government has now indicated that this latter grant will 
be baselined.   
 

18 The government has indicated that the same amount (the equivalent of 
1% of Council Tax at 2012-13 levels, equivalent to approximately 
£250k) will be available in 2014-15 and 2015-16.  The Government has 
also indicated that the trigger for a local referendum on precept level 
would be a 2% increase in precept.  Appendices 1 and 2 show two 
MTFPs, one based on the Authority accepting the Council Tax Freeze 
Grant, the other based on it rejecting the grant (with an assumption of a 
1.99% increase in precept in years in which the grant is not taken).  
Members will see that accepting the grant leads to an increase in the 
required level of savings over the four year period of the plan of around 
£0.5m. This assumes that the grants for 2014-15 and 2015-16 follow 
the lead of the 2013-14 grant and are baselined.  

 
19 For Members information, each 1% increase on Council Tax Precept 

leads to an increase per Council Tax Band D payer of £0.68 pa, and an 
increase of 1.99% leads to an increase of £1.35 pa. 
 

Settlement Funding Assessment 
 

20 The Settlement Funding Assessment is made up of two elements, 
Revenue Support Grant and Baseline Funding Level.  Baseline 
Funding Level is itself split into two parts, Business Rates Baseline  
and Top Up Grant. 
 

21  The Government calculates the overall total Settlement Funding 
Assessment for each Authority, and then calculates how much of that 
should be met by the Baseline Funding Level.  Business Rates 
Baseline is paid to the Authority directly by each of its four constituent 
local authorities.  The difference between Baseline Funding  Level and 
Business Rates Baseline  is Top Up Grant, paid directly to the Authority 
by Government. Then the difference between total Baseline Funding 
Level and the Settlement Funding Assessment is Revenue Support 
Grant, also paid directly by Government. For ease of analysis, only the 
total Settlement Funding Assessment is shown in the MTFPs.  
 

22   It is this element of funding which is subject to Government cuts.  
Whilst theoretically this element of funding  could increase, as the 
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Business Rates Baseline may increase, and the Government has 
indicated that Top Up Grant will be increased by RPI, it seems likely 
that any increase will be compensated for by a reduction in Revenue 
Support Grant, reducing the Authority to the target Settlement Funding 
Assessment level. 

 
Capital Programme 
 
23 The Authority currently funds its capital programme via capital grant, 

capital receipts, loans taken out with the Public Works Loans Board 
under the auspices of the Prudential Code for Capital Financing in local 
authorities, and contributions from reserves and revenue. 
 

24 Members will be aware that the Authority successfully bid for £4.5m of 
capital funding to help fund the capital element of the ERP.  Delays in 
implementing the programme mean that there is some slippage against 
the use of the grants, and we are discussing this with DCLG.  The 
latest ERP plan, indicates that all the grants for 2013-14 and 2014-15 
will be utilised in 2014-15. 
 

25 All capital proposals are challenged with the same rigour as that 
applied to revenue proposals as part of the budget building process.  
Business cases for capital spend proposals will be brought to the 
Member Planning Day on 17 January 2014 for scrutiny before they are 
presented to Members at the CFA meeting in February 2014.  

 

Reserves 
 

26 As at 1 April 2013 the Authority had a General Reserve of £6.5m.    
 
27 Reserves enable the Authority to budget with greater confidence and 

provide greater scope for managing strategic change.  In addition they 
provide resilience against unforeseen operational requirements, earn 
interest which increases flexibility and offer the opportunity to smooth 
some of the financial challenges facing the Authority. The MTFP as 
presented assumes transfers of funds into an IRMP pump priming 
reserve during the next three years.   

 
28 In addition, the Head of Finance is currently in the process of risk 

assessing the level of General Reserve against risks identified in the 
Corporate Risk Register.  The results of this will be reported to 
Members in January, although it is likely that the level of general 
reserve is sufficient to manage the existing risk profile. 
 

29 The Authority’s savings plans are in part based on a reduction in 
numbers of wholetime firefighters.  Under existing policy, this can only 
be achieved by natural wastage, in particular through retirement. There 
is a substantial gap between the rate at which firefighters are profiled to 
leave and the number required to leave to make savings.  This gap will 
be managed by the use of the IRMP reserve.  These firefighters will be 
used to help support the delivery of the service in stations which are 
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employing new cohorts of on-call firefighters and during the transition 
to new duty systems. 
 

Risks to the Financial Scenario 
 
30 There is a risk that the Government settlement will differ from the 

current estimated level.  It is hoped that by the time this report is 
presented the announcement confirming the position will have been 
made. 

 
31 There is an assumption within the MTFP that the planned savings and 

reductions are all delivered on time and in line with original estimates.   
 

32 The potential risks arising from changes to Council Tax and Council 
Tax Freeze Grant are outlined in paragraphs 16 - 19. 
 

33 The MTFP also contains other assumptions, eg about inflation, which 
are based on best intelligence but which may be subject to future 
change. In particular, estimates of revenue costs of the proposed 
Safety Centre are indicative at this stage, and increases could have an 
on the MTFP. 
 

34 The Authority now has a significant capital programme, and if the 
estimated impact of this on cash balances holds true, then any 
increased capital costs could lead to increased pressure on the  
revenue budget. 

 
Consultation 
 
35 Members will be familiar with the IRMP 11 consultation process which 

is currently being undertaken.  Reports relating to the consultation are 
being presented to Members regularly.  

 

Impact Assessment 
 

36 Financial – the body of the report covers the financial implications. 
 
37 Legal – the Authority is required to approve a balanced budget and 

issue its precept notice by the end of February 2014. 
 
38 Equality and Diversity - this is a strategic report that does not deal with 

detailed proposals.  Individual policy options and savings will have 
equality and diversity dimensions and environmental impacts which will 
be individually identified and assessed. 

 

Conclusion 
 
39 The budget setting process for 2014-15 is being undertaken at a time 

of serious financial challenges for the public sector as a whole.  The 
next four years will see the continuation of significant grant reductions 
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across all public bodies, but the need to deliver high quality public 
services remains constant. 

 
40 Members will see from the attached Appendices that the Authority is 

severely affected as a result of the overall financial situation. Over the 
four year period of the MTFP period (2014-15 to 2017-18), our base 
budget is projected to fall by around £3m, and we are required to make 
savings of between £8m and £9m. Cumulatively, our current detailed 
savings plans fall short by about £3m.  Meeting the gap will lead the 
Authority to make difficult choices to ensure that the quality of the 
service is not compromised.   

 
 
CONTACT: Joanne Smith, FIRE SERVICE HQ, WINSFORD 
TEL [01606] 868804 
BACKGROUND PAPERS:  NONE 


