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CHESHIRE FIRE AUTHORITY 

ITEM: 3 
MEETING OF : CHESHIRE FIRE AUTHORITY     
DATE   : 13 FEBRUARY 2013      
REPORT OF  : HEAD OF FINANCE 
AUTHOR : PAUL VAUGHAN 
_____________________________________________________________ 
 

SUBJECT           : 2013-14 DRAFT BUDGET, COUNCIL TAX 
AND MEDIUM TERM FINANCIAL PLAN 

_____________________________________________________________ 
 

Summary 
 
1. Cheshire Fire Authority (“the Authority”) is required to approve its 

budget and set the Council Tax precept for the year commencing 1 
April 2013.  In determining a budget which it considers reasonable, the 
Authority must have regard to all the relevant factors, including the 
likely impact of policy options on the achievement of the Service’s 
objectives and the uncertainty associated with the economic scenario. 

 
2. This is the final budget report of three; the first was considered by the 

Fire Authority on 12 December 2012 and the second by Policy 
Committee on 30 January 2013.  Members met to develop the 
Authority’s financial plans during Planning Days in July and November 
2012 and most recently at the start of this month.  Officers have 
challenged the assumptions and proposals underlying the Medium 
Term Financial Plan (MTFP) and budget. 
 

3. Members will see that there are two Summary Budgets for 2013-14 
(see Tables 1 and 2 on pages 14 and 15).  They cover two scenarios – 
acceptance of Council Tax Freeze Grant, or the raising of the Council 
Tax precept by 1.99%.  Members will also see that there are two 
MTFPs (Appendices 1 and 2 on pages A and B).  They cover the same 
scenarios, albeit the effect of any Council Tax Freeze Grant is difficult 
to model with certainty and it is acknowledged that it is a broad 
assumption to include a 1.99% increase in precept for each year of the 
Plan. 
 

4. The report is structured as follows, leading to the summary budget 
proposals: 

 

• 2012-13 Budget 

• The Comprehensive Spending Review and National Context 

• Medium Term Financial Plan - covering the period up to and 
including 2016-17; 

• Funding of the Authority (Council Tax and Second Homes 
Discount, Council Tax Freeze Grant, Start-up Funding 
Assessment, Capital Funding); 
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• Efficiencies and Savings; 

• Revenue Growth Proposals; 

• Capital Programme; 

• Budget Consultation – responses to IRMP 10; 

• Robustness of Estimates and Adequacy of Reserves; 

• Financial Health Targets; 

• Prudential Code; 

• Summary Budget Proposals 2013-14 (two versions) 

• Impact Assessments 

• Conclusion 
 
Appendices 
1. MTFP without Council Tax Freeze Grant 
2. MTFP with Council Tax Freeze Grant 
3. 2013-14 Capital Programme 
4. 2013-14 Savings 
5. 2013-14 Revenue Growth 
6. Strategy for Managing Reserves 
7. Reserves Risk Assessment 
8. Prudential Indicators 

 

Recommended:  That 
 

[1] Members consider the two 2013-14 revenue budgets set out in 
Table 1 (Increase in Council Tax precept of 1.99%) and Table 2 
(Council Tax Freeze Grant) (pages 14 and 15) and approve one  

 
[2] Subject to the decision in relation to recommendation [1] 

Members agree the level of precept for 2013-14 (set out in 
Tables 1 and 2 on pages 14 and 15)  
 

[3] Subject to the decisions in relation to recommendations [1] and 
[2] Members approve the Medium Term Financial Plan covering 
the period up to and including 2016-17 (Appendix 1 or 2); 
 

[4] The 2013-14 capital programme (as set out in Appendix 3) be 
approved  

 
[5] The Efficiencies and Savings proposals for 2013-14 (as set out 

in Appendix 4) be approved; 
 
[6] The Revenue Growth proposals for 2013-14 (as set out in 

Appendix 5) be approved; 
 
[7] The Strategy for Managing Reserves (as set out in Appendix 6) 

be approved; 
 
[8] The Reserves Risk Assessment (as set out in Appendix 7) and 

the Robustness of Estimates and Adequacy of Reserves 
(paragraphs 38-52) be noted; 
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[9] The Authority adopt the suite of Financial Health Indicators as 

set out in paragraph 53  
 
[10] The Prudential Indicators for the years 2012-13 to 2014-15 

(Appendix 8) be approved and that approval be delegated by the 
Authority to the Head of Finance for altering the mix of 
borrowing and other long term liabilities within the authorised 
limit and operational boundary. 

 

2012 -13 Budget 
 

5.      The Authority’s revenue budget for 2012-13 is £44.7m, financed by a 
combination of Council Tax, Revenue Support Grant (RSG) and 
National Non Domestic Rates (NNDR).  The Band D Council Tax was 
set at £66.43 to generate a total of £25.1m (56% of total funding).  The 
balance of £19.6m (44%) is met by RSG and NNDR. 

 
6. In addition the Authority approved a new capital programme for 2012-

13 of £1.8m funded from capital grant and prudential borrowing. 
 

 
The Comprehensive Spending Review (CSR) and National 
Context 

 
 

7. The Chancellor’s Autumn Statement indicated that the Government’s 
austerity measures would continue for the lifetime of the current CSR 
(up to 2015-16) and beyond, until 2018 at least.  On 19 December 
2012 DCLG announced provisional details of the Local Government 
settlement for 2013-14 and 2014-15.  For the Authority the results 
broadly confirmed the position set out in the report to the Authority on 
12 December 2012. Final confirmation of the settlement from DCLG 
was received on 4 February 2013. 
 

8. Due to the significant changes to the way in which Local Government is 
to be funded, it is quite difficult to be definitive about the percentage by 
which Central Government funding has been reduced. Uncertainty still 
remains about some of the precise details of the funding structure. 
However, it would appear that Central Government funding for the 
Authority, on a “like for like” basis, has reduced by 8.9% from 2012-13 
to 2013-14 and will reduce by a further 6.2% from 2013-14 to 2014-15. 
 

Medium Term Financial Plan (MTFP) 
 
9. The Authority has a four-year MTFP. The Authority’s decision on 

whether or not to take the Council Tax Freeze Grant (see paragraphs 
19-22 below) will impact the plan. For this reason, two draft versions of 
the plan are shown in Appendices 1 and 2 to this report.  

 



Item 3 
Cheshire Fire Authority 

13 February 2013 

4 

 

10. The following assumptions have been made within  both draft versions 
of the plan:- 
 
Grant settlement as announced by DCLG for 2013-14 and 2014-15 
but reduced by 8% and 5% in the following years i.e. 2015-16 and 
2016-17 
Pay inflation of 1.5% per annum over the lifetime of the plan. 
Non-pay inflation 2% per annum over the lifetime of the plan. 
Savings of £6 - 7m achieved 
 

11. The proposals contained within IRMP 10 remain the principal driver of 
the Authority’s savings profile for the life time of the MTFP.  
Nonetheless, the Service continuously reviews all activities to ensure 
they are delivered to maximum efficiency. Any savings identified as a 
result will be fed into the MTFP. 

 
12. As part of the Service’s financial planning process, the Service 

Management Team has met on a number of occasions in the last six 
months to consider proposals for savings, bids for growth items and 
bids for capital expenditure for the budget for 2013-14.  Details of these 
were presented to Members at the Planning Day on 1 February 2013. 
The overall impact of growth and savings for 2013-14 is estimated at 
£503k growth and £1,694k savings. 

 
Funding of Cheshire Fire Authority 
 
Council Tax and Second Homes Discount 
 

13. The Authority as a precepting authority generates part of its funding by 
setting a precept for Council Tax. The precept forms part of the Council 
Tax bills issued to each household within the boroughs of Cheshire 
East, Cheshire West and Chester, Halton and Warrington. The 
Authority intends to continue producing a Council Tax Leaflet providing 
an explanation of the services that the precept pays for. 

 
14. The four billing authorities have now confirmed their final Council 

Taxbase figures for 2013-14.  Members will be aware of the impact of 
the Localisation of Council Tax Support on Taxbases in their own 
Authorities.  As a consequence (in part), the overall number of Band D 
equivalent properties has fallen in total by 37,566, leading to a potential 
loss of £2,496k in Council Tax received by the Authority in 2013-14.  

 
15. Within the overall Start Up Funding Assessment (see paragraphs 23-

27) the Government has included a grant in respect of the Localisation 
of Council Tax Support which offsets this loss. As this grant is included 
as part of the Start Up Funding Assessment it is likely that it will be 
reduced in line with the overall reduction in Government funding in 
future years. 
 



Item 3 
Cheshire Fire Authority 

13 February 2013 

5 

 

16. An additional risk for the Authority is that Billing Authorities may 
experience some difficulties in the collection of Council Tax.  Although 
this is difficult to quantify. an estimate has been included in the MTFP, 
and monitoring arrangements will be put in place with the Billing 
Authorities to attempt to keep abreast of developments. 
 

17. The Cheshire Local Government Association agreed in December 
2006 to utilise the billing authorities’ powers to vary the Council Tax 
discount available on second homes.  This approach has also been 
adopted by Warrington but not by Halton. 

 
18. The Authority has previously committed the extra Council Tax revenue 

it would have received to funding Police Community Support Officers in 
Cheshire and Warrington and it is assumed that this will continue.  For 
2013-14, this equates to an estimated £40k.  

 
Council Tax Freeze Grant 
 
19. In 2011-12 the Government made a Grant available to those Local 

Authorities which froze or reduced their precept levels. The grant was  
equivalent to a 2.5% increase in precept (£626k for the Authority).  This 
was repeated in 2012-13, with an additional grant equivalent to 3% 
(£751k for the Authority), which was a one off grant and therefore is not 
included in the budget for 2013-14.  The original grant (£626k) is now 
assumed to be contained within base, as it is shown as part of the Start 
Up Funding Assessment, (see below) although this has not been 
confirmed for certain.  
 

20. The Government has announced that it will make a grant available 
equivalent to an increase of 1% of precept (£251k for the Authority) for 
2013-14 and 2014-15, for Authorities who choose to freeze or reduce 
their precept in those years.  Authorities who increase their precept by 
above 2% will need to conduct a referendum with their residents. It is 
assumed that the latest freeze grant will only be guaranteed for the 
lifetime of the current CSR, ie up to 2014-15. 
 

21. Appendices 1 and 2 are different versions of the Authority’s MTFP 
Appendix 1 models the impact over the four years of the plan of not 
taking the freeze grant available in 2013-14 and 2014-15; Appendix 2 
models the impact over the four years of the plan of taking the freeze 
grant available in 2013-14 and 2014-15.  In both cases, the models 
assume that no further freeze grant is available from 2015-16 and that 
in the absence of any freeze grant the Authority will choose to increase 
its precept by 1.99% for each year of the Plan. 
 

22. The Authority’s current precept level is £66.43 per annum for a Band D 
property.  An increase of 1.99% would lead to an increase in the 
precept of £1.32 per annum, giving a total of £67.75 per annum.   
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Start Up Funding Assessment 
 

23. Until 2012-13, the Authority received funding from Government in the 
form of Revenue Support Grant (RSG) and National Non-Domestic 
Rates (NNDR). RSG and NNDR were distributed to authorities on the 
basis of the relative needs formula and resident population. 

 
24. Commencing 2013-14, the Government has changed the way in which 

Local Authorities are funded.  Council Tax remains, although with 
changes in the way Council Tax Benefit is funded (see the section on 
Council Tax above). 

 
25. RSG and NNDR (which now seems to have reverted to being called 

Business Rates) are now contained within a new Start Up Funding 
Assessment, which also includes the new grant for the Localisation of 
Council Tax Support (see paragraph 15 above).  In total this is £20.7m 
for 2013-14. Some of this funding will come from Central Government 
and some from our constituent Local Authorities. When announcing the 
details of the settlement, the Government used an estimate for the 
proportion of Business Rates which will come from Local Authorities, 
and the latest Business Rates estimates from the Authorities indicate 
that these figures are broadly in line with each other.  It is suggested 
that the difference, of around £120k (out of a total of £4.4m) is offset 
against potential losses in the collection of Business Rates. 
 

26. The new system does mean that the Authority is exposed to more risk.  
In particular, the failure of Local Authorities to collect Business Rates 
will now directly impact on the Authority.  A Safety Net arrangement is 
built in to the system which is designed to protect billing Local 
Authorities and their precepting Authorities from a significant reduction 
in the level of Business Rates collected (as might be the result of a 
significant business failure, for example).  The level at which that would 
apply is where Business Rates collected are 7.5% less than estimated.  
No safety net would be payable between 0 and 7.5%.  The maximum 
exposure for the Authority to this risk is £620k.   
 

27. Given the uncertainty of the new system, the MTFP reflects the Start 
Up Funding Assessment as per the settlement.  The Authority will 
continue to monitor the impact of the new system on its funding 
streams and keep members informed.  

 
Capital Funding 
 
28.  For the last two years, the Government has made capital grants 

available to Fire Authorities on the basis of a formula. For the Authority 
this was £1.4m in 2012-13. In early 2012 the Government announced 
that it was making part of the Capital Grant available for 2013-14 and 
2014-15 via a bidding process.  Members will be aware that the bid 
which the Authority submitted was successful (£4.5m).  In addition the 
Government has continued to make some capital grant available on the 
basis of the formula (£2.1m). As a result, the Authority will receive a 
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total of £3.3m Capital Grants for each of 2013-14 and 2014-15.  Details 
of the proposals to utilise this funding were presented to Members at 
the Planning Day on 1 February 2013. The success in attracting this 
level of Capital Grant will contribute significantly to delivering the capital 
element of the Emergency Response Review proposals. 

 

Efficiencies and Savings 
 

29. The MTFPs at Appendices 1 and 2 include the need to achieve savings 
over the life of the CSR and beyond.  Appendix 1 shows that over the 
life of the MTFP, to 2016-17, the Authority would need to save an 
estimated £5.9m if it chooses not to take the Council Tax Freeze Grant.  
Appendix 2 shows that over the same period the amount of savings 
would be an estimated £6.8m. if the Authority chooses to take the 
Council Tax Freeze Grant 
 

30. Appendix 4 shows those savings identified for the budget for 2013-14. 
Members were presented with this list at the Members Planning Day on 
1 February 2013.  The IRMP 10 proposals in respect of the shift 
system review and the way in which special appliances are crewed, 
along with continuing savings resulting from VFM reviews are the 
principal sources of these savings. 
 

31. For the remainder of the MTFP, the main source of savings is the suite 
of proposals contained within IRMP 10.  In addition, the Authority will 
embark upon a new round of VFM reviews from 2013-14.  The 
Authority also continues to scrutinise all budgets to ensure that it 
continues to deliver quality services as efficiently as possible. 
 

32. Members will be aware that the impact of the Emergency Response 
Review (ERR) contained within IRMP 10 is largely based on building 
new stations, whilst revising shift patterns at some existing stations, 
thus reducing the number of wholetime firefighters   This reduction in 
wholetime firefighter posts will be offset by the recruitment of additional 
on call firefighters. This will enable a better quality service to be 
delivered but at reduced cost.  However, in order to achieve this, there 
will be some years during which the Authority will need to draw on its 
IRMP reserve to smooth the impact of savings over the life of the plan.  
In particular, the reserve will be used to ensure that where the 
retirement profile and reduction in posts required to make savings do 
not match the Authority can sustain the impact. Given the ambitious 
nature of the proposals in IRMP10 it will be beneficial to the Service if 
retirements do not keep up with the removal of posts during the 
delivery phase of the programme. 
 

33. The MTFP shows continuing transfers to the IRMP reserve for the 
lifetime of the plan.  As proposals for delivering the ERR are confirmed, 
the reserve will begin to be used for smoothing costs. An initial 
estimate of the disparity between the retirement profile and number of 
wholetime posts removed from the establishment indicates that the 
levels of IRMP reserve will be sufficient to meet the difference.   
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Revenue Growth Proposals 
 
34   Appendix 5 is a list of growth items which was presented to Members 

at the Planning Day on 1 February 2013.  Some of these proposals are 
outside the Authority’s control, such as those relating to pension costs. 
Officers have scrutinised a number of proposals and, conscious of the 
financial environment and the overriding principle of value for money, a 
number of proposals have been rejected.  The full list of remaining 
revenue proposals equate to a cost of £503k, which is line with the 
principle of reserving approximately £500k each year within the MTFP 
for growth.  
 

Capital Programme 
 
35. The capital programme is driven by business need as identified in the 

Integrated Risk Management Plan.  Every proposal must clearly 
demonstrate the extent to which it contributes to corporate objectives, 
provides value for money.  It must also be prioritised against other bids.  

 
36.  A capital programme of £4.2m has been developed and is shown in 

Appendix 3. Business cases for new capital items were considered by 
Members at the Planning Day on 1 February 2013. The focus of 
investment is on the delivery of the Emergency Response Review, 
which reflects the funding available.  
 

Budget Consultation 
 
37. The Authority has undertaken an extensive IRMP/budget consultation 

exercise adopting a range of different approaches.  The Head of 
Planning, Performance and Communications has prepared a detailed 
report on this agenda in relation to the IRMP consultation, and he will 
deal with the responses. 

 

Robustness of Estimates and Adequacy of Reserves 
 
38. In determining the budget and Council Tax precept, Members will also 

wish to have regard to the level of reserves held by the Authority. 
 
39. 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 and 
earn interest.  This increases flexibility and also offers some mitigation 
against the likely difficult financial years to come.  However, as 
Members will realise reserves can only be used once and should not 
normally be used to bridge budgetary funding gaps. 

 
40. Section 25 of the Local Government Act 2003 places a requirement on 

the Chief Financial Officer (in this case the Head of Finance) to provide 
to the Authority, when it is making statutory calculations required to 
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determine Council Tax levels, a report assessing the adequacy of 
unallocated reserves in the context of corporate risks facing the 
Authority and to report on the robustness of estimates used in 
preparing the budget.  The Authority must balance the necessity for 
reserves against the immediate impact on Council Tax payers and 
arrive at a level it considers adequate and prudent, but not excessive. 

 
41. As a part of the budget setting process, the Authority will need to take 

account of the level of risk and uncertainty regarding its budgetary 
estimates and planned levels of reserves.  The Authority’s MTFP is 
designed to allow Members to make informed judgements on setting 
the overall budget (including reserves), capital programme and Council 
Tax. 
 

Robustness of Estimates 
 

42. The Authority has a policy and expenditure planning process, which 
takes account of the IRMP and MTFP.  Alongside this, a four year 
indicative value for the capital programme has been produced taking 
into account forecasted central Government funding, borrowing limits 
and Council Tax.   

 
43. For 2013-14, full consideration of these issues has led to: 
 

� Revenue proposals to reflect changes in demand for 
services and growth pressures, offset wherever possible 
by savings, increased income and other budget 
reductions.  The on-going revenue impact of new capital 
projects has also been considered. 

 
� A proposed capital financing requirement based on prior 

years’ and the 2013-14 capital programme. 
 
44. When using estimates in preparing the budget, every effort is taken to 

ensure that they take into account the most up to date data.  However, 
it should be noted that there are a small number of areas where the 
actual impact could vary from the estimates used in setting the budget.  
The main areas are: 

 

• Pay awards 

• Inflation 

• Fluctuation in interest rates 

• Service financial performance (i.e. under or overspending) 

• Collection of Council Tax and Business Rates 

• Actual grant funding 
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It is the last of these that has the potential for the greatest impact.  The 
Authority is planning on the basis of the DCLG settlement figures 
confirmed on 4 February 2013 and is assuming further cuts of 8% and 
5% in the first two years of the next CSR period (2015-16 and 2016-
17). 

 
45. There are many factors that can affect financial performance ‘in-year’ 

including under or over-achievement of savings plans, income and 
other financial targets. The Authority takes a number of steps to 
minimise the impact including: 

 

• Seeking wherever possible to explore in full the 
implications and achievability of revenue and capital 
proposals before the budget is set. 

• Promoting a robust approach to financial management 
requiring budget holders to monitor expenditure against 
budget and to take early action in reporting and responding 
to forecast variances. 

• Regular reporting to Members of the projected outturn and 
any necessary remedial action. 

 
46. Members should be aware that whilst every effort is taken to ensure 

that the budget is balanced, there is always the possibility of over or 
underspends occurring.  This is one of the reasons why the Authority 
holds reserves against unanticipated cost pressures. 

 
Adequacy of Reserves 
 
47. It is estimated that the level of the General Reserves on 1 April 2013 

will be £6.5m. 
 
48. The Authority’s strategy to manage reserves is included in Appendix 6. 
 
49. The Head of Finance has carried out an assessment of the adequacy 

of the level of unallocated reserves, set against the corporate and 
financial risks facing the Authority.  Appendix 7 identifies a number of 
risks which have been scored in terms of likelihood and impact.  Taking 
into account control measures put in place to mitigate those risks, an 
estimated financial impact has been allocated to each risk.  The overall 
likelihood of all of those risks being incurred in any one year is 
extremely low and therefore, it is not deemed prudent to hold sufficient 
unallocated reserves to cover all eventualities. 

 
50. Most notable amongst the Authority’s risk profile is the potential impact 

of Government grant reductions and the consequences of not realising 
the planned savings.  It would seem inevitable that the Authority will be 
faced with very difficult decisions for the future if it is to continue to 
produce a balanced budget.  In order to smooth the impact of some of 
the decisions which the Authority will take, the MTFP allows for 
contributions to an IRMP pump priming reserve. 
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51. In order to test the robustness of reserves, the likelihood of the risk 
materialising (despite the control measures) has been estimated as 
follows: 

• High level of likelihood – 75% 

• Medium level of likelihood – 50% 

• Low level of likelihood – 25% 
 

52. By applying this methodology to the estimated financial consequence 
of each risk, the overall impact of the risks is estimated at £6m as 
shown in Appendix 7.  It is therefore the Head of Finance’s view that: 

 

• The Authority has a healthy level of unallocated reserves in 
the short term, which is sufficient to provide operational 
resilience and assist in mitigating the longer term 
consequences of its risk profile. 

 

• The budget setting process and the budget estimates are 
robust and demonstrate a clear link to the Four Year 
Strategy and IRMP. 

 

Financial Health Targets 
 
53. It is considered best practice to develop a set of Financial Health 

Targets.  The Financial Health Targets below are those adopted by the 
Authority.   

 

• That the Authority reviews and approves its reserves strategy 
on an annual basis.  This should be supplemented by 
consideration of the level of reserves at the time of the mid-
year review. 

 
The Authority does approve its reserves strategy on an annual 
basis and also considers the level of reserves at the time of 
the mid-year review. 
 

• That the Authority maintains its revenue spending within 1% of 
budget following the mid-year and three quarter review. 
 
It is anticipated that this target will be met in 2012-13. 
 

• That the Authority reduces slippage to 25% of the total capital 
programme in 2011-12.  (The total capital programme includes 
the 2011-12 capital programme and the slippage brought 
forwards from previous years). 

 
The Authority met this target in 2011-12.   
 

• That the Authority continues to monitor actual Prudential 
Indicators on an annual basis against the indicators set in the 
Budget Report. 
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The Authority will meet this target by considering and 
approving the Prudential Indicators set out in Appendix 7. 
 
The Authority raises 95% of invoices within one month of the 
debt falling due and collects 95% of income within 90 days. 
 
Current performance on this indicator is 87% and 95% for 
raising invoices and payment within one month respectively. 
Although this is part of the suite of Financial Indicators, we do 
not consider this to be a high risk area for the Authority.  We 
have begun to take quarterly reports on debt collection to 
Performance and Overview Committee as part of the quarterly 
performance review. 

 

Prudential Code 
 
54. The Local Government Act 2003 introduced the “prudential” approach 

to capital financing from April 2004.  The former system of credit 
approvals was abolished.  The Prudential Code (“the Code”) is 
essentially a framework for the self-regulation of capital expenditure. 

 
55. The intention of this approach is to give well managed authorities the 

flexibility to make “real” decisions on the balance of spend between 
revenue and capital. The key objectives of the Code are to ensure, 
within a clear framework, that the Authority’s: 

 
� capital expenditure plans are affordable  
� external borrowing is within prudent and sustainable levels  
� treasury management decisions are taken in accordance with good 

professional practice 
 
56. To demonstrate that authorities have fulfilled these objectives, the 

Prudential Code sets out a number of indicators which must be used. 
The benefits of the indicators will be derived from monitoring them over 
time rather than from their absolute value.  The indicators are not 
intended to be used as comparators between authorities, but as a tool 
for demonstrating that the Authority is well managed in this area. 

 
57. The Prudential Code introduced the Capital Financing Requirement 

which replaces the term capital debt. It represents the Authority’s past 
and future capital expenditure which has been met from borrowing and 
has yet to be charged to the revenue account. 

 
58. The Government has the reserve power to prevent Authorities’ plans 

from jeopardising national economic policies by placing a limit on the 
amount of borrowing Local Authorities can raise in a given year, either 
individually or in total.  It is not known if or how this power would be 
exercised. 

 



Item 3 
Cheshire Fire Authority 

13 February 2013 

13 

 

59. This report seeks approval for the Authority’s proposed Prudential 
Indicators for 2013-16, as set out in Appendix 8. Members should have 
regard to the impact of their capital decisions on each of these 
indicators.  The key indicators of affordability and prudence are the 
estimates of the “incremental impact of capital investment decisions on 
the Council Tax” in each of the three years 2013-14 to 2015-16 and 
estimates of the “Capital Financing Requirement” as at the end of each 
of these years. 

 
60. The “incremental impact” is the most high-profile indicator, as it will 

express the effect of the Authority’s capital programme and financing 
decisions and plans in terms of £ per Band D Equivalent increases in 
Council Tax.  The “Capital Financing Requirement” reflects the 
Authority’s underlying need to borrow to fund its capital programme 
commitments and plans. 

 
61. It can be seen from the prudential indicators shown in Appendix 8 that 

the key objectives of the Code are being met :- 
 

(a) Capital expenditure plans are affordable 
 

Gross capital financing costs are a small percentage of the 
Authority’s net revenue stream, as shown in paragraph 3 of the 
Appendix and the impact of the capital programme on the level of 
Council Tax is small, as shown in paragraph 4.  

 
(b) External borrowing is within prudent and sustainable levels 

 
Net borrowing is well below the capital financing requirement 
throughout 2013-14 to 2015-16, demonstrating that the Authority is 
only borrowing for capital purposes. Also, as mentioned above, 
capital financing costs are a small percentage of the Authority’s net 
revenue stream demonstrating that external borrowing is within 
prudent and sustainable levels.  

   
(c)Treasury management decisions are taken in accordance with 
good professional practice 

The Authority has adopted the CIPFA Code of Practice for Treasury 
Management in the Public Services. The authorised limit and 
operational boundaries for debt are being set in accordance with 
good professional practice, as shown in paragraphs 5 and 6 of 
Appendix 8. Upper limits on net fixed rate borrowing and net variable 
rate borrowing are being set at prudent levels with the emphasis on 
fixed rate net borrowing, whilst giving some flexibility for variable rate 
net borrowing, where this is advantageous (as shown in paragraph 7). 
The upper and lower limits for the maturity structure of the Authority’s 
fixed rate borrowing are being set to enable the cost of refinancing 
loans to be minimised, as shown in paragraph 9. 
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Summary of budget proposals 

The tables below summarises the budget proposals: 

Table 1:  Proposals with Increase in Council Tax Precept  

of 1.99% 

Item £000 

Expenditure  

2012-13 Budget 44,729 

Revenue Growth 503 

Estimated pay and price increase 702 

Loss of Council Tax Freeze Grant 751 

Efficiencies and Savings (1,694) 

Increased transfer to IRMP reserve 231 

Repayment of loans (1,600) 

Total Draft Budget 2013-14 43,623 

Funding  

Council Tax 22,917 

Start Up Funding Assessment 20,706 

Total Funding 2013-14 43,623 

Precept per Band D property £67.75 
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Table 2:  Proposals with Council Tax Freeze Grant 

Item £000 

Expenditure  

2012-13 Budget 44,729 

Revenue Growth 503 

Estimated pay and price increase 702 

Loss of Council Tax Freeze Grant 500 

Efficiencies and Savings (1,694) 

Increased transfer to IRMP reserve 34 

Repayment of loans (1,600) 

Total Draft Budget 2013-14 43,174 

Funding  

Council Tax 22,468 

Start Up Funding Assessment 20,706 

Total Funding 2013-14 43,174 

Precept per Band D property £66.43 
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Impact Assessment 
 
62. As part of the development of the business case for each proposal, an 

initial screening process has been undertaken to identify equality and 
diversity issues.  However, during the implementation planning for each 
proposal, an initial equality impact assessment will be completed and 
where differential impacts are identified, a full impact assessment will 
be undertaken and appropriate control measures implemented. 

 
63. The budget setting process has obvious financial implications that are 

identified throughout the report.  In addition, the development of the 
budget allows the Authority to meet its legal obligations to set a budget 
and notify billing authorities of their precept before the end of February. 

 
Conclusion 
 
64. The impact of the present economic climate means that the Authority 

will need to make significant financial savings over the four year 
lifetime of its MTFP.  The amount of savings required is dependent on 
the decisions the Authority makes in relation to funding the budget, on 
future decisions by Government and the decisions of and performance 
of precepting/Billing Authorities, and on how accurate assumptions 
around inflation and other variables prove to be.  


