
 

Please contact Cherry Foreman on 01270 529736 
E-Mail: cherry.foreman@cheshireeast.gov.uk with any apologies or requests for 

further information or to give notice of a question to be asked by a member 
of the public  

 

Cabinet 
 

Agenda 
 

Date: Tuesday, 8th September, 2009 

Time: 2.00 pm 

Venue: Committee Suite 1,2 & 3, Westfields, Middlewich Road, 
Sandbach CW11 1HZ 

 
The agenda is divided into 2 parts. Part 1 is taken in the presence of the public and press. Part 
2 items will be considered in the absence of the public and press for the reasons indicated on 
the agenda and at the foot of each report. 
 
PART 1 – MATTERS TO BE CONSIDERED WITH THE PUBLIC AND PRESS PRESENT 
 
1. Apologies for Absence   
 
2. Declarations of Interest   
 
 To provide an opportunity for Members and Officers to declare any personal and/or 

prejudicial interests in any item on the agenda  
 

3. Public Speaking Time/Open Session   
 
 In accordance with Procedure Rules Nos.11 and 35 a total period of 10 minutes is 

allocated for members of the public to address the Committee on any matter relevant 
to the work of the Committee. 
  
Individual members of the public may speak for up to 5 minutes but the Chairman will 
decide how the period of time allocated for public speaking will be apportioned where 
there are a number of speakers. 
  
Where a member of the public wishes to ask a question of a Cabinet Member three 
clear working days notice must be given to the Democratic Services Manager, and 
the question must be submitted in writing. 
 

4. Minutes of Previous meeting  (Pages 1 - 8) 
 
 To approve the minutes of the meeting held on 11 August 2009. 

 

Public Document Pack



5. Key Decision 2009/10-07 Single Funding Formula for Early Years Provision  
(Pages 9 - 16) 

 
 To approve the draft single funding formula for consultation with stakeholders in the 

Autumn of 2009. 
 

6. Key Decision 2009/10-10 Car Parking Control and Charging in the Former 
Borough of Congleton: Consideration of Outcome of Statutory Consultation 
Period  (Pages 17 - 26) 

 
 To consider the objections made to the proposed off street parking places order.   

 
7. Reserves Strategy Update  (Pages 27 - 50) 
 
 To agree the reserves strategy for 2009-2012. 

 
8. Joint Waste PFI Scheme  (Pages 51 - 58) 
 
 To consider the steps to be taken to ensure the proposed joint waste PFI scheme 

receives the necessary legal certification to satisfy external financial sources. 
 

9. To Consider the Recommendations of the Children and Families Scrutiny 
Committee upon a Local Government Ombudsman Complaint against the 
former Cheshire County Council  (Pages 59 - 98) 

 
 The report of the Ombudsman is attached with the minutes of the Children and 

Families Scrutiny Committee meeting on 3 August 2009; the report considered by the 
Children and Families Scrutiny Committee is contained in Part 2 of the agenda. 
 
N.B: The Borough Solicitor and the Borough Treasurer have the power to make the 
payment recommended by the Ombudsman if approved by Cabinet. 
 

10. Exclusion of the Press and Public   
 
 The report relating to the remaining item on the agenda has been withheld from public 

circulation and deposit pursuant to Section 100(B)(2) of the Local Government Act 
1972 on the grounds that the matters may be determined with the press and public 
excluded.  
  
The Committee may decide that the press and public be excluded from the meeting 
during consideration of the following item pursuant to Section 100(A)4 of the Local 
Government Act 1972 on the grounds that it involves the likely disclosure of exempt 
information as defined in Paragraph 5 of Part 1 of Schedule 12A to the Local 
Government Act 1972 and the public interest would not be served in publishing the 
information. 
 
 
PART 2 – MATTERS TO BE CONSIDERED WITHOUT THE PUBLIC AND PRESS 
PRESENT 
 
 
 
 
 
 
 



11. To Consider the Recommendations of the Children and Families Scrutiny 
Committee upon a Local Government Ombudsman Complaint against the 
Former Cheshire County Council  (Pages 99 - 102) 

 
 Report considered by the Children and Families Scrutiny Committee on 3 August 

2009. 
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CHESHIRE EAST COUNCIL 
 

Minutes of a meeting of the Cabinet  
held on Tuesday, 11th August, 2009 at The Capesthorne Room - Town Hall, 

Macclesfield SK10 1DX 
 

PRESENT 
 
Councillor W Fitzgerald (Chairman) 
Councillor B Silvester (Vice-Chairman) 
 
Councillors R Domleo, D Brickhill, D Brown, P Findlow, A Knowles, J Macrae 
and P Mason 
 
Councillors in attendance: 
C Andrew, A Arnold, Rhoda Bailey, O Hunter,  R Menlove, A Moran,  
A Richardson, L Smetham, A Thwaite,  C Tomlinson and J Wray. 
 
Officers in attendance: 
Chief Executive, Borough Treasurer and Head of Assets, Borough Solicitor, 
Head of HR and Organisational Development, Strategic Director People and 
Strategic Director Places 
 
70 APOLOGIES FOR ABSENCE  

 
Apologies for absence were received from Councillor Keegan. 
 

71 DECLARATIONS OF INTEREST  
 
None. 
 

72 PUBLIC SPEAKING TIME/OPEN SESSION  
 
There were no questions from members of the public. 
 

73 MINUTES OF PREVIOUS MEETING  
 
RESOLVED 
 
That the minutes of the meeting held on 14 July 2009 be approved as a 
correct record. 
 
 

74 PERFORMANCE REPORT  
 
Consideration was given to this report giving an overview of performance 
for Cheshire East.  The report included details of outturn measures for 
2008/09 reconfigured to Cheshire East from County Council and District 
Councils’ performance, the aim of which was to highlight issues inherited 
from predecessor authorities and also to identify strengths to build on.  In 
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addition a summary was attached of the Place Survey carried out to 
support the national indicators and to provide benchmark information.   
 
RESOLVED 
For the reasons set out in the report: - 
 

1. That the overview of performance detailed in Appendix 1 to the 
report be noted. 

 
2. That the findings of the Place Survey and the proposal to carry out 

further analysis be noted. 
 

75 REVIEW OF TRANSITIONAL COSTS AT OUTTURN  
 
Consideration was given to this report on the outcome of the 2008/09 
outturn position for transitional costs, excluding severance.  This was the 
fourth full review of the programme since the budget had been approved 
by the Cabinet in June 2008. 
 
The report included details of the final 2008/09 outturn position for 
transitional costs and sources of funding for Cheshire East, and 
information on a number of changes since the three quarter year review.  
Also included was information in respect of changing patterns of 
expenditure, and the comparison of costs spent on behalf of Cheshire East 
based upon agreed sharing principles with the actual costs incurred by the 
individual Councils in 2008/09.  In addition it identified the requirement to 
adjust for this difference in costs as part of the disaggregation of the 
Cheshire County Council balance sheet.  
 
RESOLVED 
For the reasons set out in the report: - 
 
That the final 2008/09 position on transitional costs at outturn be noted. 
 
 

76 FINANCIAL UPDATE – QUARTER 1 (EMERGING PRESSURES)  
 
Consideration was given to this report on emerging financial pressures in 
the first quarter of the 2009-10 financial year.  It focussed, in particular, on 
areas of high financial risk to the Council and included updates on 
Treasury Management, the Capital Programme, in-year collection rates for 
Council Tax and Business Rates and an update on the Reserves strategy. 
 
RESOLVED 
For the reasons set out in the report: - 
 

1. That the emerging pressures on the Council’s revenue budget in 
the first quarter of 2009-10, detailed in Section 11 of the report, and 
the proposed remedial action, be noted. 
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2. That the Treasury Management update, detailed in Section 12 of the 
report, be noted. 

 
3. That the Council’s in-year collection rates for Council Tax and 

Business Rates, detailed in Section 13 of the report, be noted. 
 

4. That progress to date on delivering the 2009-10 capital programme, 
detailed in Section 14 of the report, be noted. 

 
5. That schemes on the capital project deferred list, shown in 

Appendix 7 to the report, be noted. 
 

6. That the update on the joint Waste PFI scheme, shown in Appendix 
2 to the report, be noted. 

 
7. That the delegated decisions approved by Directors, shown in 

Appendix 4 to the report, be noted. 
 

8. That the updated Reserves position, detailed in Section 15 and 
Appendix 8 to the report, be noted. 

 
9. That approval be given to the revised in-year capital budget for 

2009-10 as set out in Section 14 of the report, including;  

• Supplementary Capital Estimates (SCE)/Virements over 
£100,000 and up to and including £500,000, shown in 
Appendix 3 to the report;   

• Supplementary Capital Estimates (SCE)/Virements over 
£500,000 and up to and including £1.0m, shown in Appendix 
3 to the report; 

• Reductions in approved budgets, shown in Appendix 5 to the 
report; 

• Changes in funding sources,  shown in Appendix 6 to the report. 
 

10. That Council be requested to approve the following supplementary 
 estimates exceeding £1m:   

• A Supplementary Capital Estimate of £1,150,000 for the 
Modernisation Grant 09/10 detailed in Appendix 3 to the 
report; 

• A Supplementary Capital Estimate of £2,227,195 for the 
Devolved Formula Capital Grant in Advance detailed in 
Appendix 3 to the report. 

 
11. That Council be requested to give approval to Cheshire East 

Borough Council entering into a partnership with Cheshire West & 
Chester Borough Council and Warrington Council to deliver a sub 
regional Future Jobs fund programme, and to approve the 
Supplementary Revenue Estimate of £1.440m, detailed in Section 
11, paragraphs 11.2.25 – 11.2.27 of the report. 
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77 THINK FAMILY  

 
During discussion of this item Councillor A Thwaite declared a personal 
interest by virtue of being a Director of Connexions. 
 
Consideration was given to this report identifying the dimensions of the 
Think Family agenda, and recommending how it might be taken forward by 
Cheshire East Council and by the whole system in Cheshire East.    
 
RESOLVED 
For the reasons set out in the report: - 
 

1. That approval be given for the Think Family Strategy to be 
developed by Cheshire East Council. 

 
2. That approval be given for the Strategic Director (People) to take 

the lead in developing the Think Family Strategy in collaboration 
with colleagues across the whole Authority. 

 
3. That the work be shared with partners in the Local Strategic 

Partnership and the Local Area Partnerships. 
 

78 TREASURY MANAGEMENT ANNUAL REPORT 2008-09  
 
The Treasury Management Policy requires an annual report on the 
performance of the Council’s treasury management operation.  Cabinet 
considered this report containing details of the activities in 2008-09 for 
Cheshire County Council, Macclesfield Borough Council, Crewe and 
Nantwich Borough Council and Congleton Borough Council.    
 
RESOLVED 
For the reasons set out in the report: - 
 

1. That the Treasury Management Annual Report for 2008-09, 
detailed in Appendix A to the report, be received. 

 
2. That the amendments to the current credit criteria and Counterparty 

List, detailed in Section 12 of the report, be approved. 
 

79 KEY DECISION 09/10-24 JOINT WASTE TREATMENT PFI PROJECT - 
ACQUISITION OF SITE FOR WASTE TRANSFER STATION FACILITIES  
 
Consideration was given to this report providing details of work carried out 
to identify and acquire a site for Waste Transfer Facilities in the 
Macclesfield area as part of the Waste Treatment PFI procurement.  The 
facility would provide for the bulking-up of residual household waste for 
transport to the Waste Treatment Facility. Details of alternative sites and 
their merits were provided and a site at Hulley Road, Macclesfield was 
recommended for acquisition.   
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It was reported that Cheshire West and Chester Council was currently the 
lead Authority with regard to Joint Waste Contracts and was therefore 
leading on the acquisition of a site in consultation with Cheshire East 
Council.  Cheshire West and Chester Council’s Executive Member for 
Environment had approved the acquisition, and under the terms of the 
relevant Inter Authority Agreement, the views and support of Cheshire 
East Council were now sought. 
 
In response to questions from Members it was confirmed that any potential 
impacts would be assessed and taken into account in the planning and 
permission process.  Members then passed the resolution at minute 80, 
resolved minute 81 and reconvened in Part 1. 
 
RESOLVED 
Following separate consideration of the Part 2 item at minute 81 and for 
the reasons set out in the report: - 
 

1. That the purchase of a site at Hulley Road be approved in order to 
enable a Waste Transfer Station in Macclesfield to be included 
within the scope of the Waste Treatment PFI Contract. 

 
2. That alternative site options continue to be explored with a view to 

ensuring that a Waste Transfer Station at Hulley Road provides 
best value. 

 
80 EXCLUSION OF THE PRESS AND PUBLIC  

 
RESOLVED 
 
That the press and public be excluded from the meeting during 
consideration of the following items pursuant to Section 100(A)4 of the 
Local Government Act 1972 on the grounds that they involve the likely 
disclosure of exempt information as defined in Paragraphs 1, 2, 3 and 5 of 
Part 1 of Schedule 12A to the Local Government Act 1972 and public 
interest would not be served in publishing the information. 
 
 
 

81 KEY DECISION 09/10-24 JOINT WASTE TREATMENT PFI PROJECT - 
ACQUISITION OF SITE FOR WASTE TRANSFER STATION FACILITIES  
 
In association with Minute 79 above Members considered Appendix A to 
the report in respect of the acquisition of a site for waste transfer station 
facilities in Macclesfield. 
 
RESOLVED 
For the reasons set out in the report and as now discussed: - 
 
That Appendix A be noted. 
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82 KEY DECISION 09/10-16 FOOTBALL FACILITIES AND EXTRA CARE 

HOUSING PROVISION IN SANDBACH – PROJECT 
INTERDEPENDENCIES  
 
During discussion of this item Councillor Rhoda Bailey declared a personal 
interest by virtue of being known to two of the objectors.   
 
Consideration was given to this report on the partnership working that had 
taken place to secure leisure provision and extra care housing for older 
people on land in Sandbach. 
 
RESOLVED 
For the reasons set out in the report: - 
 

1. That Council be recommended to approve a Supplementary Capital 
Estimate of £2.2m to acquire land, build and establish a suitable 
football facility in Sandbach fully funded via a variety of sources, 
including a grant from the Football Foundation, a contribution from 
the external football Club and either capital receipt on the sale of 
existing land owned or internal transfer of funds from Adults service 
within Cheshire East. 

 
2. To authorise in principle, and subject to the relevant planning 

consents being obtained, the submission of the land at Newhall 
Avenue, Sandbach described in para 12.1 of the report, as one of 
the sites offered by Cheshire East for inclusion in the Round 5 Extra 
Care Housing Programme. 

 
3. That, if the site is not able to be included in the Round 5 Extra Care 

Housing Programme as anticipated in (2) above to authorise the 
sale of the land at Newhall Avenue, Sandbach described in para 
12.1 of the report. 

 
4. That authorisation be given to purchase a site at Hindheath Road, 

Sandbach for the provision of football facilities. 
 

5. That, as far as may be necessary, authorisation be given for the 
internal transfer of the Newhall Avenue site from The Health & 
Wellbeing Service to the Adult Service, within Cheshire East 
Council, accompanied by the appropriate transfer of capital funds 
from the Adult Service to the Health & Wellbeing Service. 

 
 
 
 
 

83 DISPOSAL OF PREMISES KNOWN AS 63/65 WHEELOCK STREET, 
MIDDLEWICH  
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Consideration was given to this report in respect of the sale of these 
premises. 
 
RESOLVED 
For the reasons set out in the report: - 
 
That approval be given to the sale of the freehold interest in 63/65 
Wheelock Street, Middlewich on terms and conditions to be determined by 
the Borough Treasurer and Head of Assets and the Borough Solicitor. 
 

84 APPEAL AGAINST DECISION NOT TO AWARD HARDSHIP RELIEF  
 
In accordance with the Discretionary Rate Relief Policy agreed by Cabinet 
at its meeting on 2 December 2008 consideration was given to an appeal 
against a decision not to award hardship relief.  Members raised a number 
of questions in respect of this case and, as the necessary background 
information was held by the Finance Department, agreed that the matter 
be delegated to the Borough Treasurer and Head of Assets and the 
Portfolio Holder Resources.   
 
RESOLVED 
For the reasons now stated: - 
 
That the final decision in this matter be delegated to the Borough 
Treasurer and Head of Assets and the Portfolio Holder Resources. 
 

85 MANAGING WORKFORCE CHANGE  
 
Consideration was given to a request for voluntary early retirement. 
 
RESOLVED 
For the reasons set out in the report: - 
 
That the request be approved. 
 

86 COUNTY HALL  
 
At the last meeting of the Cabinet consideration was given to a report on 
the future use of County Hall and a further report was now considered on 
the options available.  Following the circulation of the agenda the decision 
requested had been revised and this was now approved. 
 
RESOLVED 
For the reasons set out in the report. 
 

1. That negotiations for the potential sale of County Hall to Chester 
University should proceed subject to the inclusion of an overage 
provision. 
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2. That the possible transfer of the Council’s interest in Castle Square 
Car Park be dealt with as a separate transaction and that an 
independent valuation of the car park be obtained jointly with 
Cheshire West and Chester Borough Council, taking into account 
relevant planning constraints and restrictive covenants. 

 
3. That Cabinet delegate to the Borough Treasurer and Head of 

Assets and the Borough Solicitor the further negotiations for both 
transactions in consultation with the Leader of the Council. 

 
 
 
 
 
 
 
 
 
 

The meeting commenced at 2.00 pm and concluded at 3.45 pm 
 

W Fitzgerald (Chairman) 
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CHESHIRE EAST COUNCIL 
 

REPORT TO:  Cabinet 
____________________________________________________________________ 
 
Date of Meeting: 

 
8 September 2009 

Report of: John Weeks, Strategic Director, People  
Subject/Title: Draft Single Funding Formula for Early Years Provision 
Portfolio Holder Councillor Paul Findlow 
___________________________________                                                                       
 
1.0 Report Summary 
 
1.1 This report sets out proposals for the delivery of the single funding formula 

for funding the free early years provision for 3 and 4 year olds to be 
implemented in Cheshire East from 1st April 2010. 

 
2.0 Decision Requested 
 
2.1 That Cabinet approve the draft single funding formula to go out to 

consultation with stakeholders in the autumn 2009. 
 
3.0 Reasons for Recommendations 
 
3.1    This recommendation will ensure that the local authority carries out a full 

impact assessment and implements a single funding formula for early years 
providers that has considered all views, in line with Department for Children, 
Schools and Families (DCSF) guidance. 

 
4.0 Wards Affected 
 
4.1      Early years providers across all wards will be affected.  
 
5.0 Local Ward Members  
 
5.1      All 
 
6.0 Policy Implications including - Climate change 
                                                              - Health 
6.1      None 
 
7.0 Financial Implications for Transition Costs (Authorised by the Borough 

Treasurer) 
 
7.1 None 
 
8.0 Financial Implications 2009/10 and beyond (Authorised by the Borough 

Treasurer) 
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8.1    The single funding formula will be funded initially through a combination of 
the Dedicated Schools Grant (DSG) and a ring-fenced Standards Fund 
revenue grant. The Standards Fund revenue grant is provided by the DCSF 
to fund the extension to the free entitlement from 12.5 hours to 15 hours to 
the most disadvantaged areas from September 2009 and to all providers 
from September 2010.  An indicative allocation of £1.8m Standards Fund is 
available to Cheshire East for 2010/2011 and a proportion of this grant will 
be used to fund the single funding formula. The modelling of the single 
funding formula has been based on a total notional pot (DSG plus 
Standards Fund) of £10,207,000. Because settings will initially be funded on 
estimated hours of provision, but will have their budgets adjusted to reflect 
actual provision, the total notional pot includes a contingency of £510,000 
(5%).  

 
8.2     A number of funding models have been considered and some of these are 

attached at Appendix 1.  Based on the projected costs of the proposed draft 
funding model (Model 1), the 2010/11 budget would not at this stage be 
used in full. This allows some flexibility to accommodate changes, for 
example, in the degree of flexibility offered by providers and/or the number 
of providers meeting the quality standards. Model 3 illustrates the costs if all 
providers were to meet one of the quality factors. In addition, it is expected 
that a number of private, voluntary and independent (PVI) and maintained 
providers will require some transition support during 2010/11 and these 
costs will be met from within the unallocated budget. 

 
8.3 There are currently 26 maintained and 178 PVI early years providers.  A 

financial impact assessment of the draft formula has been carried out for all 
204 early years settings and the table below sets out the impact on their 
budget should this formula be implemented.  This has shown that the 
majority of those projected to have a significant budget reduction are 
maintained nursery units (MNUs) that are operating significantly under 
capacity.  The 6 maintained settings most affected have been visited and 
transition plans will be put in place for 2010/11, in line with the local 
authority’s childcare sufficiency duties.  In the longer term, some early years 
providers where there is an oversupply of childcare may not be sustained. 

 

Estimated gain/loss 
under proposed 

new formula  
 

Number of providers compared to 

 2009/10 rate 
of £3.50 

2008/09 rate 
of £3.36 

Sector cost 
analysis*1  

- £6001 and above 9 7 7 

- £3001-£6000 17 5 2 

- £1001-£3000 35 20 1 

+ or - £1000 78 59 6 

+ £1001-£3000 32 44 28 

+ £3001-£6000 16 29 58 

+ £6001 and above 16 39 101 
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*
1 
The sector cost analysis report was published in June 2008, based on data from 2006/07 and 

2007/08 that identified the cost for different providers of delivering early years education. 

 
9.0 Legal Implications (Authorised by the Borough Solicitor) 
 
9.1 The single funding formula is intended to fund, across the maintained and 

PVI sectors, the free entitlement to early years provision for 3 and 4 year 
olds which is the authority’s statutory duty under Section 7 of the Childcare 
Act 2006. It will also assist with the authority’s delivery of its duty to secure 
sufficient childcare under Section 6 of the Childcare Act 2006 by supporting 
the requirement to deliver the free entitlement flexibly and to address 
inconsistencies in how the offer is currently funded. The authority will 
commission PVI and maintained sector early years providers to deliver the 
extended flexible entitlement under the terms of contracts which will be 
approved by the Borough Solicitor. 

 
10.0 Risk Management  
 
10.1   The application of the single funding formula could overspend its allocated 

budget should participation increase beyond that forecast. Control 
measures have been put in place to reduce this risk by setting aside a 
contingency budget equating to approximately 5% of the total indicative 
allocation. In addition, the value of the proposed formula funding factors will 
be kept under review to reflect the most up to date data and any change to 
the total available funding pot, before the first budgets are set using the new 
formula. 

 
10.2 Administering the single funding formula could place a significant additional 

burden on certain staff and IT systems within the authority’s Children and 
Families Service. There is currently a shared service project team whose 
remit it is to ensure that there will be two new IT systems in place to hand 
over to Cheshire East Council and Cheshire West and Chester Council 
when the shared service ends at the end of September 2009. The systems 
are being developed to meet the new requirements of the single funding 
formula. Currently the administration also sits within the shared service and 
a Project Board is working to establish two separate administration teams 
for East and West with a handover period. A proportion of the available 
Standards Fund revenue grant has been earmarked to support the 
administration of the new funding formula. 

 
10.3 There are no guarantees of any Standards Fund to support the new single 

funding formula beyond 2010/11. It is probable that the grant will come to an 
end and the funding be subsumed into DSG. The broader DSG distribution 
formula is currently under review by the DCSF and significant changes are 
likely from 2011/12. In the light of this uncertainty a cautious approach has 
been taken to the overall size of the funding pot. 

 
11.0 Background and Options 
 
11.1 In June 2007 the government announced that all local authorities will be 

required to design and implement a single local formula for funding the free 
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early years provision for 3 and 4 year olds in the maintained and PVI 
sectors from April 2010.   

 
11.2 This new single local formula is intended to support the extension of the free 

entitlement for 3 and 4 year olds from 12.5 to 15 hours per week to be 
delivered flexibly, by introducing a consistent method of distribution of 
funding across all sectors based on common principles and a more 
transparent approach. Maintained Nurseries currently receive funding based 
on 7/12 places and 5/12 occupancy, whereas PVI providers are funded 
based on occupancy alone. The new formula aims to ensure that funding is 
more reflective of participation and supports a level playing field between 
different maintained and PVI providers, principally by ensuring providers are 
funded according to participation rather than places. While funding levels 
and funding methodologies do not have to be exactly the same for all 
providers, the local authority must be clear that any differences are 
justifiable.  

 
11.3 An Early Years Reference Group (EYRG), a sub-group of the Schools 

Forum and made up of representatives from all early years provider sectors, 
has been meeting quarterly since December 2007 to work up 
recommendations for the development of the formula, in line with guidance 
from the DCSF.  The DCSF set out the following core principles to which 
local authorities must have regard when considering the operation of the 
formula: 

 

• The same factors should be taken into account when deciding the level of 
funding for each sector; 

• Decisions must be transparent and any differences between the sectors 
should be justifiable and demonstrable; 

• The level of funding should be broadly cost-reflective; 

• The formula must be based on common cost information from both the PVI 
and maintained sectors; 

• Settings should be funded on the basis of participation, not places; 

• The formula must take into account the sustainability of all settings; 

• Transition from the current funding mechanism to the future funding 
mechanism must be planned and managed carefully, and based on a clear 
impact assessment. 

 
11.4 With reference to the principles set out above, the EYRG recommend the 

following factors to be part of the formula: 
 

One base rate to be applied to all sectors – an early years sector cost 
analysis exercise suggests a variance of approximately +/- 5% from a 
median value across settings from all sectors and sizes.   
Flexibility - the view was taken that all settings should be aiming to enable 
parents to exercise flexibility within the school day (minimum 9.00-3.00). 
Deprivation - local authorities are required to take positive measures to 
address the outcomes gaps between their most disadvantaged children and 
the rest of the child population. New DCSF regulations will require the 
authority to include a deprivation factor in its early years formula. 
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Quality - the government is committed to every setting employing an ‘Early 
Years Practitioner’ (EYP). In addition the EPPE (Effective Practice of Pre-
school Education) project suggests that the presence of a Qualified Teacher 
leading the practice (as opposed to an owner/manager who happens to be a 
qualified teacher) further improves outcomes for children. 
 

11.5 The proposed application of these factors in designing a formula are set out 
in the table below: 
 

Factor Application Additions  
£ per hour 

Base rate   To be applied to all children 3.20 

Flexibility   No flexibility 0.00 

                       Flexibility within school day (6 hours+) 0.15 

                       Extended day (10 hours +) 0.20 

                       If providing over 50 weeks 0.05 

Deprivation  Based on % of children attending setting  
from deprived area, eg, 20% of children 
attending from a deprived area would result 
in addition of £0.1 to base rate (20 x 0.005) 

0.005 

Quality         If Early Years Professional (EYP) Status 0.15 

                        If Qualified Teacher Status (QTS) 0.25 

 
11.6 Nationally, nursery schools have been shown to have the highest cost base. 

As schools they are subject to legal requirements not shared by other early 
years providers, including the requirement to have a headteacher paid on 
the national pay scale. DCSF guidance indicates that local authorities must 
remain aware of the presumption against the closure of these schools.  
Westminster Nursery School in Crewe is the only nursery school in 
Cheshire East and currently receives a delegated budget incorporating lump 
sum and other funding elements similar to that received by a primary 
school.  Officers will undertake detailed work with Westminster Nursery 
School to ensure it can be sustained with a formula that is cost reflective, for 
example, by providing an appropriate level of lump sum funding. 

 
11.7 Early years providers have been fully involved in the development of the 

single funding formula through the EYRG.  The Schools Forum has been 
informally consulted and endorsed the draft strategy.  The next step is to 
proceed with a further fully transparent consultation period that gives all 
stakeholders an opportunity to comment on the draft formula.  It is proposed 
that this consultation takes place in the autumn term with a view to 
considering responses and finalising the formula in January/February 2010 
for implementation on 1 April 2010. 

 
12.0 Overview of Year One and Term One Issues  
 
12.1 The Children and Families Scrutiny Committee considered the draft single 

funding formula at its meeting on 3 August 2009 and resolved that the 
Cabinet be advised that: 

 
(a) the draft formula comprising a base rate plus additional allowances for the 
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 factors of flexibility, deprivation and quality be supported but consideration 
be given to introducing an additional allowance for provision that is suitable 
for children where English was not their first language; 

(b) the Committee is concerned about the inequity whereby maintained 
nurseries are unable to offer more than 15 hours childcare per child per 
week as this may put them at a disadvantage; and 

(c) a report be submitted to the Scrutiny Committee with the outcome of the 
consultation on the proposals. 

 
13.0 Access to Information 

 

          The background papers relating to this report can be inspected by contacting the report writer: 
 
 Name: Judith Thompson 
 Designation: Principal Manager Integrated Services 

           Tel No: 01244 973304 
           Email: Judith.thompson@cheshireeast.gov.uk 
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Appendix 1 
 

Budget Impact of Formula Funding Models for Early Years 
 
Model 1 
 
Budget allocated based on previous 3 terms of take up applying the base rate plus 
additions as currently offered by settings 
 
Provisional Pot  
excluding 5% contingency   £9,697,000 
 
Budget allocated   £9,504,194 
 
Unallocated       £192,806 (2.0%) 
 
Analysis of £9,504,194 allocation 
 
Base rate    £3.20  £8,566,027 90.1% 
Flexibility  in hours £   324,824   3.4% 
   In weeks £     47,459   0.5% 
Quality             QTS  £   367,450   3.9% 
   EYPS  £       7,399   0.1% 
Deprivation    £   191,035   2.0% 
 
 
Model 2  
 
Budget allocated as Model 1 but doubling the deprivation factor from £0.005 to 
£0.01 per hour per eligible child. 
 
Provisional Pot   £9,697,000 
 
Budget allocated with 
£0.01 deprivation factor  £9,695,228 
 
Unallocated          £1,772 (0.01%) 
 

 
Model 3  
 
Budget allocated assuming all providers have reached level of quality by 
employing an early years professional or qualified teacher 
 
Provisional Pot   £9,697,000 
 
All providers have    £9,677,857 
an EYPS or QTS 
 
Unallocated         £19,143 (0.2%) 
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CHESHIRE EAST COUNCIL 
 

CABINET 
____________________________________________________________________ 
 
Date of meeting: 

 
8 September 2009  

Report of: Strategic Director Places 
Title: Proposed Off Street Parking Places Order (to introduce Car 

Parking Control and Charging in the area of the former Borough 
of Congleton: Consideration of outcome of statutory consultation 
period.  

Portfolio Holder Councillor David Brickhill 
___________________________________                                                                       
 
 
1.0 Purpose of Report 
 
1.1 The report summarises the grounds cited for objections to the proposal to 

introduce control and charging on council-operated public off street car 
parks within the area of the former Borough of Congleton. 

 
1.2 Members will recall that the proposal was considered at the Cabinet 

Meeting of 14th July. Cabinet approved the proposal to make the Car Park 
Order, subject to the results of statutory consultations, for the following 
reasons:    

 
       1.  In order to ensure a uniform approach to car park management and 

control throughout Cheshire East, the Cabinet has approved the 
introduction of car parking control and charging on public car parks 
within the former Congleton Borough (subject to consultation). This is to 
be in advance of securing civil enforcement powers under the Traffic 
Management Act 2004 for both on and off street parking, which is 
expected to receive Department for Transport (DfT) approval before the 
end of this year.  

 
2.  The improved control of parking which should result from charging 

would benefit the economies of the town centres, in that the principle is 
to remove long stay parking from very central locations, freeing up 
spaces for shorter stay customers and visitors. This also discourages 
non- essential car use in general.  

 
3. The proposal would bring parking control in the proposed area into line with 

the Council’s Parking Strategy as approved by Cabinet on 21/4/09. 
 

Off street parking in Congleton area is currently uncontrolled and free of charge 
at point of use. Car park operational and maintenance costs are therefore 
borne by the Council Tax payer as a whole rather than the users of the 
facilities. 
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2.0 Decision Required 
 
2.1 Members are asked to consider the objections made to the proposed off 

street parking places order, and in the light of those objections resolve either: 
 
2.1.1    To approve the order on the basis of the proposals as set out within 
the notice of proposals and subject to the Borough Solicitor taking action to 
remove any legal impediments regarding the affected land holdings, to 
authorise the Borough Solicitor to make the Cheshire East Borough Council 
(Off Street Parking Places)(Congleton Area) Order 2009 as advertised; or 

  
2.1.2    To approve, subject to further consultation, a modification to the 
order as it relates to Fairview Car Park, Alsager so as to remove provision for 
a free first thirty minutes’ parking; and in the event of there being no 
objections to the proposed modification and subject to the Borough Solicitor 
taking action to remove any legal impediments regarding the affected 
landholdings,  to authorise the Borough Solicitor to make the Cheshire East 
Borough Council (Off Street Parking Places)(Congleton Area) Order 2009 
duly modified in relation to the Fairview Car Park, Alsager as set out above ; 
or 
 
2.1.3 To approve, subject to further consultation, any further modifications to 
the order that Cabinet consider necessary to take account of the responses 
from the consultation process, and in the event of there being no objections to 
the proposed modification and subject to the Borough Solicitor taking action 
to remove any legal impediments regarding the affected landholdings,  to 
authorise the Borough Solicitor to make the Cheshire East Borough Council 
(Off Street Parking Places)(Congleton Area) Order 2009 duly modified as set 
out above. 

 
3.0 Financial Implications for Transition Costs 
 
3.1 N/A 
 
4.0 Financial Implications 2009/10 and beyond 
 
4.1 If the proposal is adopted, gross income of approximately £500,000 per 

annum should accrue to the authority. This year that sum is reduced to 
£250,000 should the proposal be adopted at the earliest opportunity which is 
now October 1st 2009.  
 

4.2 Whilst the proposed income from off street car parks includes an element of 
surplus, which may be used in support of Council Services, this only derives 
from parking charges themselves. Any surplus arising from fine income must 
be separately considered and may only be used for parking or transportation 
improvements.  
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5.0 Legal Implications 
 

5.1 The legal advice contained within the Part II Report to Cabinet of 16th June 
2009 in respect of certain car parks remains relevant and these legal 
impediments will need to be resolved before any Order is made. The car park 
at Scotch Common remains subject to further advice.  Before the Order is 
made, it will be necessary to ensure that the car parks to be the subject of the 
Order have been appropriated to car parking purposes.  

 
5.2 As Cabinet’s decision may include an amendment to the order as a result of 

objections received, legal officers’ advice is as follows: 
 

5.3 The Local Authorities' Traffic Orders (Procedure)(England and Wales) 
Regulations 1996 provide that before a local authority makes an off-street 
parking places order it must consider all valid objections received during the 
consultation period which have not been withdrawn. 
The Regulations further provide that an authority may modify an order before 
it is made, but where such modification makes a 'substantial change' in the 
order the authority shall take such steps as appear appropriate for; 
  
(a) informing persons likely to be affected by the modifications;  
(b) giving those persons an opportunity of making representations;  
(c) ensuring that any such representations are duly considered by the 
authority.  
 

This will require a further period of consultation and thereafter consideration 
of any further objections received and not withdrawn. 
 

5.4 As soon as practicable after an order is made the authority is required to 
include a copy of the order within the documents held on deposit at the 
Council's offices and, within fourteen days of the making of the order publish 
a 'notice of making'; notify the making of the order to any person who has 
objected to the order; and take such steps as are considered appropriate to 
ensure adequate publicity is given to the making of the order. 

 
6.0 Risk Assessment  
 
6.1 Estimates of income from car parking carry the element of risk in that 

occupancy levels are increasingly unpredictable and are dependent on more 
factors than tariff levels, enforcement or available spaces. 

 
7.0 Background and Options 
 
7.1 The proposal was originally considered by Cabinet on 16th June 2009 and 

approved subject to consultation. It was subsequently called-in by 
Environment and Prosperity Scrutiny Committee which sat on 8th July, and 
whose advice was reported to Cabinet on 14th July. Cabinet then approved 
the final proposal for statutory consultation, agreeing that this period be 
extended to 35 days from the statutory minimum of 21 days. The consultation 
period ended on 2nd September 2009. In addition, 5 public meetings were 
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held across the former Congleton Borough area to discuss these proposals 
and listen to the views of residents and businesses.   
  

7.2 Many objections were received from the public in all of the affected centres. 
These are supported in some cases by sizeable petitions. (Members should 
note that all submissions are available for inspection at Westfields Offices and 
that these will be available for inspection at the Cabinet meeting). Section 8.0 
is a summary of the main grounds cited for objection, which were common to 
all the centres.  

 
7.2.1 A significant volume of objections has come from each of the towns affected 

by the proposal, both from the public meetings held in each town and from 
letters and emails. 

 
7.2.2 The public meetings attracted attendances as follows: Sandbach approx 150, 

Congleton approx 100, Middlewich approx 100, Alsager over 200, and 
Holmes Chapel approx. 50. 

 
8 Summary of Key Grounds for Objections  
 

A large number of objections focussed on the following key themes which are 
summarised as follows: 

 
8.1 Economic Impact 
 
8.1.1 Objectors felt that parking charges will have an adverse impact on town 

centre businesses by discouraging customers who may choose to go to other 
town centres, superstores and retail parks where parking is free. The current 
recession may accelerate this. In addition, charges penalise low paid or 
voluntary staff who have to drive to work and for whom employers have no 
private parking. If businesses lose staff due to parking charges there will be 
knock-on effects on other businesses which rely on their expenditure in the 
town. Charging should at least be deferred until the recession is coming to an 
end. 
 
Response:  Effective control through charging will encourage the circulation 
and turnover of customers on short-stay ‘shoppers’ car parks and restrict long 
stay parking in the central locations. There is no clear evidence that the 
imposition of appropriate charges is the key factor in a customer’s decision as 
to whether to visit a town. It is the retail offer itself which is the main 
determinant of a destination as well as other factors such as accessibility, 
convenience and security. Charging can provide the incentive to town centre 
workers to explore alternative means of travel to work. Equally, charging 
should encourage employers to assist their colleagues in doing so. 
 

8.1.2 Congleton residents and Town Council raised the need for out of town “park 
and ride” car parks to improve long stay capacity and offer alternatives to 
charges.  
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Response: This can be considered subject to land availability but this is not a 
reason to delay the introduction of charges now in order to achieve a 
measure of control as well as contributing to the financing of such a facility. 

 
8.2 Impact on Community Groups 
 
8.2.1 Objectors considered that charges unfairly affect the elderly and less able to 

pay in some locations. Groups such as University of the Third Age (U3A), set 
up to encourage older people to be active, fear loss of membership and 
attendance due to parking charges. Community facilities such as churches 
and community halls, which rely on free use of the car park by their 
customers, will suffer reduced usage and therefore income. In many 
instances the car parks are regarded locally as “community assets” which 
help to promote thriving community and cultural life in the centres. 
 

8.2.2 Similarly, several car parks serve medical centres or surgeries and objectors 
feel it unfair to charge visitors to these facilities. 

 
Response: This position is similar for other facilities around the Borough, 
including hospitals, which are already served by charged for car parks. 
Charging control assists with the availability of spaces and the current 
proposal uses a low tariff option to minimise the impact on such users. 
 

8.2.3 Parents visiting schools in both Middlewich and Alsager have no choice but to 
use the car parks especially for safety reasons and so are unfairly affected by 
charges.  
 
Response: The proposed Order includes a first half hour free on Alsager car 
park. However this will be extremely difficult and costly to implement. Instead, 
parents visiting schools or playgroups (Alsager and Middlewich) could be 
issued with a parking permit or pass, specific to the times and days 
required, which would then only require normal regular levels of patrol to 
enforce. As this might involve considerable administration, the school could 
be asked to administer it themselves (ie collect vehicle details, issue and 
update permits, maintain records and so on). 

 
8.3 Tariffs 
 

Sandbach Town Council suggested that the charges, if introduced, should be 
at a lower rate of 20p for 1 hour for short-stay but to double the proposed 
long-stay rates to address the need for control and separation of long stay 
parkers and encourage shoppers. 
  
Response: It is difficult to justify this cheaper rate solely for Sandbach. If this 
were agreed it would require a review of all the rates in the Borough. This 
review is to be undertaken as part of the Budget setting process for 
2010/11anyway and the proposed rate in the Order of 30p is already the 
lowest across Cheshire East Boorough. 
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8.3.1 Objectors in the smaller centres claim that charges should not be imposed 
because there is no availability or control issues in these locations and that 
again, a much lower rate should be considered. Charging in small towns and 
villages will not be cost –effective in that occupancy will be insufficient to 
cover operating costs.  
 
Response: Charging is to be introduced consistent with Cheshire East’s 
policy of charging for parking at point of use. Control of long and short stay is 
most effectively achieved through charging. Financial modelling of these car 
parks suggest this will be cost effective. 
 

8.3.2 Others request a “first hour free” tariff to aid local businesses who wish to 
encourage “top up shoppers” staying for short periods.  
 
Response: This was previously considered by Cabinet following the call-in 
and is extremely difficult to put into effect without large capital investment in 
new technology or virtually full time patrol presence. 
 

8.3.3 Some car parks were considered to be wrongly designated: in Congleton, 
Chapel St should be long stay, with Fairground and Roe Street both needing 
to be short stay. (In fact these changes were accommodated in the final, 
advertised proposal). In Holmes Chapel some felt that to control long stay 
parkers, the car parks needed to be restricted to a maximum of 4 hours.  
 
Response: Restricting long stay is a valid alternative; however with limited 
space in the village it is felt better to allow long stay albeit with a charge. 

 
 
8.4 Alternative Control 
 
8.4.1 Several of the Town and Village Councils were interested in the idea that 

Cheshire East Borough Council should hand over control of the car parks to 
them in return for a sum to cover Cheshire East’s fixed costs. This approach 
could be applied to all, or some of the towns concerned. To allow necessary 
negotiation and legal work, Cheshire East would be asked to defer the 
introduction of charging pending any agreement. 
 
Response: This solution would fragment traffic and parking control across the 
Borough, against the aims of the Local Transport Plan and sets a precedent 
for a piecemeal, ad-hoc approach to the devolution of local powers. Further, it 
is not yet clear what residual costs or liabilities would lie with Cheshire East 
and any agreement would need to be in the form of a contract with specific 
terms and conditions. This suggestion could be considered in the future as 
part of the Council’s overall approach to the localism agenda. 
 

8.5 Legal Impediments 
 
8.5.1 Several objectors cited legal reasons why charges could not be introduced 

including the existence of Common rights (in Middlewich and Alsager).  
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8.5.2 The issue of Scotch Common has also been given as a reason not to 
introduce charges in Sandbach at all until it is resolved. 
 
Response: No evidence has been found of other legal impediments affecting 
the two Middlewich car parks proposed for charging. All other legal issues 
affecting car parks are dealt with in the Part II report referred to in the original 
Cabinet Report of 16th June. 

 
8.6 Strategic Considerations 
  
8.6.1 Charges should not be imposed without full reviews of parking and traffic 

control. Off Street charging will otherwise lead to increased on-street parking 
and therefore lead to worsening traffic control, safety and access problems. 
 

8.6.2 Charges should not therefore be decided upon unless and until sustainable 
public transport alternatives are made adequate and cost-effective. 

 
8.6.3 Income from charges, if introduced, should be ringfenced for improvements to 

local infrastructure and environment. 
 
8.6.4 It was also felt that charges should only be imposed in tandem with on-street 

enforcement powers being granted to Cheshire East BC. 
 

Response: Charging at point of use is in line with the Council’s Parking 
Strategy and the Local Transport Plan as it is recognised as the most 
effective means of managing supply, accessibility and behaviour in support of 
a town’s broader objectives. Income from charging is first applied to the costs 
of the service including ongoing improvements to parking facilities. Any 
surpluses accrue to the Council’s General Fund for other services which 
include the development of sustainable public transport. 
 

8.7 Residents’ Parking  
 
8.7.1 A number of responses to the Order stated that Residents’ Permit Schemes 

should be introduced alongside the introduction of controls on car parks to 
avoid displacement problems due to imposition of charges. Introduction of 
charges should then be deferred until a Residents’ Parking Scheme for town 
centre residents can be rolled out. 
 

Response: It is very difficult to accurately predict the level or impact of any 
displacement of vehicles resulting from introduction of charging. There is a risk of 
introducing residents’ schemes at considerable cost where they are not actually 
needed or helpful, whilst delaying the introduction of control and charging.  It is 
usually more effective to react to observed difficulties and tailor scheme solutions to 
fit the local problem after charging has been introduced.                                                                   
Whilst a Residents’ Parking Policy is to be imminently discussed at Scrutiny 
Committee and shortly submitted to this Cabinet, a simultaneous introduction in 
every town and projected location is virtually impossible given that the design of a 
scheme and proper consultation with residents can take up to six months. Residents’ 
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Parking Schemes are currently being piloted in the former Macclesfield Borough 
Council area. 
 
8.8 Parking for Festivals and Events 
 
8.8.1 Several car parks are used periodically by local groups for events and for 

annual fairs and festivals. 
Response: These can be accommodated by existing car parking 
management policy either through dispensations or temporary closures. The 
events organisers will not be charged for this.  

 
8.9 Other Free Car Parks 

   
8.9.1 Objectors have referred to other towns and villages in Cheshire East where 

parking is uncharged. In addition, they refer to Council staff and members 
who receive free parking and claim this is unfair. 
 

Response: All Cheshire East Council operated car parks are to be reviewed and 
considered for charging using the criteria established in the Parking Strategy. Staff 
and member parking is also under review by the Council. 
 
8.10 Development and Planning Applications Pending 
 
8.10.1 Objectors refer to ‘imminent’ developments which could affect a decision to 

charge for parking in that this will act against the development aims of the 
town centre. In Alsager reference is made by the Town Council to the overall 
plan for the town contained in the Supplementary Planning Document (SPD) 
which sets the scene for town centre regeneration to encourage shoppers 
and visitors. 
 
Response: The imposition of control through charging will assist with the 
circulation of users and management of our parking assets during major 
developments. Any loss of space due to development will be the subject of 
review and negotiation during the development proposal and planning 
application phases. 

 
9 Overview of Day One, Year One and Term One Issues 
 
9.1 Introduction of charges was estimated to result in gross income of £500,000 

per annum.  The 2009/10 base budget assumed charging would commence 
at the start of quarter 2.  Should the proposals be adopted with effect from 1st 
October 2009 a resulting shortfall of income amounting to £125,000 would 
accrue against the base budget.  Deferral beyond 1st October 2009 would 
result in further lost income of £42,000 per month.  
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For further information: 
Portfolio Holder: Councillor Brickhill 
Officer: Paul Burns 
Tel No: 01270 537805 
Email: Paul.Burns@cheshireeast.gov.uk 
 
Background Documents: 
Consultation File : containing all responses received during the statutory consultation period. 
Lodged at Westfelds, in John Nicholson’s PA Office and available at Cabinet Meeting 8th 
September 2009 
Public Documents available at Westfields and on the Cheshire East Website. 
 
Cabinet Report of June 16 2009 (Part I available to the public; Part II is confidential) 
Environment and Scrutiny Committee Report of July 8th 2009 
Cabinet Report of July 14th 2009 
Proposed Off Street Parking Places Order  
                        
 
APPENDIX A:   Sandbach Town Council Proposal  
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CHESHIRE EAST COUNCIL 
 

CABINET  
 

 
Date of meeting:  8 September 2009 
Report of:  Borough Treasurer and Head of Assets 
Title:  Reserves Strategy 2009-2013 

Portfolio Holder     Councillor Frank Keegan 
 

 
 
1.0 Purpose of report 
 
1.1 To review the council’s reserves position in relation to current budgetary 

issues and medium term planning 
 
1.2 To make recommendations that centre around general reserve balances, and 

how they compare to relevant risks, and treatment of earmarked reserves.  
 
2.0 Decision Required 
 
2.1 To agree the reserves strategy for 2009-2013. 
 
3.0 Financial Implications for Transition Costs 
 
3.1 None. 
 
4.0 Financial Implications 2009-10 and beyond 
 
4.1 The strategy for council reserves will impact on all financial years.  
 
5.0 Legal Implications 
 
5.1 The decision to ensure adequate levels of reserves are maintained by the 

authority is consistent with the obligation to make proper arrangements for the 
administration of the Council’s financial affairs imposed by section 151 of the 
Local Government Act 1972. 

 
6.0 Risk Assessment 
 
6.1 The level of reserves is guided by a risk assessment contained within the 

Strategy.  
 
7.0 Background 
 
7.1 In February 2009 Council approved a strategy for reserves as part of the 

budget setting process. However, this only established treatment of estimated 
balances and reaction to the adequacy of reserves to support the budget. 
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7.2 In June 2009 members received the draft financial statements for each of the 
predecessor authorities, providing an updated position in relation to both 
general and earmarked reserves. 

7.3 It is now necessary to recognise options for treatment or these balances (with 
the benefit of 6 months of operation of Cheshire East Council) and establish 
protocols for the further use of reserves. 

 
8.0 Approach 
 
8.1 The attached strategy sets out reasons for holding balances and protocols for 

the management of these balances, as well as financial detail to support this 
approach. 

 
8.2 Once established the strategy will support the budget setting process for 

2010/2011 and provide officers and members with clarity over the position 
and further treatment of reserves. 

 
 
9.0 Recommended 
 
9.1 That Cabinet:- 
 

9.1.1 Note the estimated opening balance for Cheshire East Reserves 
9.1.2 Note risks associated with the need to hold general reserves 
9.1.3 Note the impact of transitional costs from re-organisation 
9.1.4 Note that earmarked balances of £4.73m have been identified 

for transfer to General Reserves. 
9.1.5 Create a new earmarked Reserve of £5m to support further 

voluntary redundancy costs in 2009/2010  
9.1.6 Adopt the reserves strategy and agree the protocols included 

within it related to further treatment of earmarked balances 
9.1.7 Agree to the comprehensive review of remaining earmarked 

balances taking place as part of the mid-year financial review 
 
 
10.0 Reason for Recommendations 
 
10.1 The Council must establish a Reserves Strategy to provide a framework for 

the treatment of balances and to support sound financial management and 
planning. 

 
 
For further information: 
 
Portfolio Holder:  Councillor Frank Keegan 
Officer:  Lisa Quinn 
Telephone:  01270 686628 
Email:   lisa.quinn@cheshireeast.gov.uk 
 
Background Documents: 
 
None 
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Executive Summary 
  
Cheshire East Council will maintain reserves for two main purposes: 
 

1. to protect against risk, and; 
 
2. to support investment 
 

The Reserves Strategy sets out the requirements with regard to the maintenance of 
adequate financial reserves and provides statements on the types of reserves and 
current and predicted balances. 
 
This strategy describes the particular local factors which need to be taken into 
account by the Council, including the assessment of key risks, and sets out 
principles for the management of balances for the period 2009 – 2013. 
 
The report follows guidance issued by the Chartered Institute of Public Finance & 
Accountancy ~ LAAP Bulletin 55 – February 2003: Guidance Note on Local Authority 
Reserves and Balances. Compliance with the guidance is recommended in the 
Institute’s 2003 Statement on the Role of the Finance Director in Local Government. 
And the regulatory framework and role of the Chief Finance Officer are set out in 
Annex 1. 
 
The opening balances for Cheshire East Council reserves come from the information 
supplied on the draft balance sheets of the 4 predecessor local authorities in 
Cheshire east area. This strategy represents a total review of the balances 
previously held to ensure they meet the needs of Cheshire East Council. 
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1. Introduction 

 

Types of Reserves 
 
1. When reviewing medium term financial plans and preparing annual budgets, the 

council must consider the establishment and maintenance of reserves. These 
can be held for three main purposes: 

 

• a working balance to help manage the impact of uneven cash flows and 
avoid unnecessary temporary borrowing – this forms part of general 
reserves 

• a contingency to cushion the impact of unexpected events or 
emergencies – this also forms part of general reserves 

• a means of building up funds, often referred to as earmarked reserves, 
to meet known or predicted liabilities 

 
Assessing the Adequacy of Reserves 
 

2. In order to assess the adequacy of unallocated general reserves when setting the 
budget, the Borough Treasurer will take account of the strategic, operational and 
financial risks facing the authority. The council will therefore adopt formal risk 
management processes. The Audit Commission Code of Audit Practice make it 
clear that it is the responsibility of the audited body to identify and address its 
operational and financial risks, and to develop and implement proper 
arrangements to manage them, including adequate and effective systems of 
internal control. The financial risks will be assessed in the context of the 
authority’s overall approach to risk management. 
 

3. There is now a requirement for local authorities to include an Annual Statement 
of Governance with the statement of accounts. The Chief Finance Officer will 
ensure that the authority has put in place effective arrangements for internal audit 
of the control environment and systems of internal control as required by 
professional standards. 
 

4. Setting the level of general reserves is just one of several related decisions in the 
formulation of the medium term financial strategy and the budget for a particular 
year. Account will also be taken of the key financial assumptions underpinning 
the budget alongside a consideration of the authority’s financial management 
arrangements. 

 
5. Table 1 (below) sets out the significant budget assumptions that are relevant 

when considering the adequacy of reserves that are in addition to the issue of 
cashflow: 
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Table 1: Holding adequate reserves will depend on a number of key factors 
 

Budget Assumptions Financial Standing & Management 
 

The treatment of inflation and 
interest rates 

The overall financial standing of the 
authority (level of borrowing, debt 
outstanding, council tax collection rates 
etc) 
 

Estimates of the level and timing of 
capital receipts 

The authority’s track record in budget 
and financial management including the 
robustness of the medium term plans 
 

The treatment of demand led 
pressures 

The authority’s capacity to manage in-
year budget pressures 
 

The treatment of planned efficiency 
savings/productivity gains 
 

The strength of the financial information 
and reporting arrangements 

The financial risks inherent in any 
significant new funding partnerships, 
major outsourcing arrangements or 
major capital developments 

The authority’s virement and end of year 
procedures in relation to budget 
under/overspends at authority and 
departmental level 
 

The availability of other funds to deal 
with major contingencies and the 
adequacy of provisions 
 

The adequacy of the authority’s 
insurance arrangements to cover major 
unforeseen risks 
 

Source: CIPFA ~ LAAP Bulletin 55, 2003 

 
6. These factors can only be assessed properly at local level. A considerable 

degree of professional judgment is required. The Borough Treasurer may choose 
to express advice on the level of balances in cash and/or as percentage of 
budget (to aid understanding) so long as that advice is tailored to the 
circumstances of the authority for that particular year. 

 
7. Advice will be set in the context of the authority’s Medium Term Financial 

Strategy and not focus on short term considerations, although balancing the 
annual budget by drawing on general reserves may be a legitimate short term 
option. However, where reserves are to be deployed to finance recurrent 
expenditure this should be made explicit, and will occur only to pump prime 
investment and not to provide on-going support for such costs. Advice should be 
given on the adequacy of reserves over the lifetime of the Medium Term 
Financial Strategy. 

 
8. The current guidance requires the purpose, usage and the basis of transactions 

of earmarked reserves to be identified clearly. A review of the levels of 
earmarked reserves will be undertaken as part of annual budget preparation. 

 
9. Capital reserves will be maintained as part of the Capital Strategy monitoring and 

review. Such balances will inform decisions on borrowing and general 
management of the capital programme. 
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2. General Fund Reserves (Revenue) 

 

Purpose 
10. The purpose of general reserves is to minimise the possible financial impacts to 

the authority from: 
- Emergencies; 
- In-year emerging issues; 
- Peaks in expenditure from policies spanning more than one year 

 
11. Finance Procedure Rules require Council approval for any expenditure which is 

to be funded from reserves, except where an appropriation from reserves is by 
way of an advance which is supported by a guaranteed repayment plan. 

 
12. In all cases the use of reserves should be approved by the Borough Treasurer. 
 
Opening Balances 
 
13. The opening balance for Cheshire East Council general reserves is anticipated to 

be £24,449m. Table 2 (below) shows how this balance picks up balance sheet 
totals for predecessor authorities, deducts new earmarked reserves created by 
Cheshire East Council in February 2009, and adds back earmarked reserves that 
are no longer required. 

 
14. Table 2 (below) reflects current estimates and it is important to note that there is 

still some scope for amendments, following audit and final agreement on 
disaggregation of the County Council balance sheet, so figures are still 
provisional at this stage. 

 
 
Table 2: The opening balance is still subject to Audit 

  General 
Reserves 
£000 

Closing Balance for Predecessor Authorities 25,545 

Less Additional Earmarked Reserves (Budget 2009) (1,096) 

Opening Balance for Cheshire East Council 24,449 
Source: CEC Finance August 2009 

 
 
15. Transitional costs, from local government reorganisation, have been met from 

general reserves, and by making a contribution from revenue income each year 
those reserves will be replaced. In addition the level of reserves needed will be 
assessed each year according to the risks facing the Authority (see Risk 
Assessment below). Table 3 (below) summarises the current estimated 
movements in general reserves from 2009 to 2012: 
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 Table 3: Reserves should remain high enough to meet potential risks 

      
2009/10 

£000 
2010/11 

£000 
2011/12 

£000 

          
Balance @ 1st April    24,449 29,535 35,152 
Increases in Reserves        
 - Potential transfers from Capital to General Reserves* 1,030    
 - Contingent Asset (VAT reclaim) net of fees* 3,450 600   
 - Contribution from Earmarked Reserves (see S.3)  4,728   
 - Business Finance Loan Repayments*  392 278 146 
 - Unbudgeted 2009/2010 LABGI Income*   291    
Decreases in Reserves       
 - Recession Group*    (331)    
 - Crewe Masterplan*    (125)    

 - Policy & Performance Structure*   (375)    
 - VR Round 2 (to earmarked Reserves)*  (5,000)    
Impact of Transition Costs        
 - Budgeted Repayment of Transitional Costs*   2,750 6,713 6,713 
 - Less Transition costs Relocation*   (500) (750) (750) 
 - Less Voluntary Redundancy - actuarial costs*  (1,224) (1,224) (1,224) 
      
          
Sub total - General Reserves @ 31st March  29,535 35,152 40,037 
          
Risk Assessed Minimum Level   25,830    
       
Un-Allocated Balance       3,705      

Source: Cheshire East Finance ~ August 2009 
 
*for a detailed description of each emerging issue please refer to appendix 2 
**see Invest-to-Save below 

 
16. The reserves position for 2009/10, as detailed in Table 3 (above), demonstrates 

the aim of Cheshire East Council to repay Transitional Costs and Voluntary 
Redundancy costs over the three-year planning period, and repay resultant 
actuarial costs over the five year negotiated settlement period. 

 
17. The in-year use of general reserves will require council approval and must not be 

used for any level of recurring spending, unless that spending will be included in 
revenues budgets in the following financial year or a suitable payback period is 
agreed in advance.  

 
 
Invest-to-Save 
 
18. In line with the purpose of holding reserves, the council can earmark funds to 

promote investment in more efficient ways of delivering services. 
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19. The un-allocated balance of General Reserves in Table 3 (above) could be used 
to support service aspirations in delivering lean and effective ways of working. 

 
20. The protocol around using these reserves is set out in Section 4 (below). 
 
General Fund Reserves - Risk Assessment 
 
21. Local Authorities have often adopted a broad principle that General Fund 

Reserves would be prudent if equivalent to 5% of the net revenue budget. 
However, the risks facing each local area will vary, and in the case of Cheshire 
East the recent impact of reorganisation combined with global recession still 
presents the potential for significant emerging risk. 

 
22. The desired level of reserves is therefore substantiated by a detailed risk 

assessment. This approach allows the council to take account of the 
circumstances around current structural changes and economic circumstances. 

 
23. Where specific financial liability has not been established, or where outcomes 

from emerging pressures cannot be detailed, the council will assume a level of 
risk. This reduces the possibility that the council will be exposed to financial 
pressure and smoothes the impact on citizens. 

  
24. Risks are categorised, and potential values are applied to them, this presents the 

potential exposure to financial risk. Table 4 (below) shows the risk areas and the 
level of reserves the council should retain to mitigate that risk. In each case the 
value of the risk retained has been calculated as a percentage of the potential 
impact. The percentage  is based on the likelihood of the risk actually achieving 
that total impact. 

 
25. It is possible that a number of events could happen in a single year, it is also 

possible that the Council could be exposed to new risks, or risks which are not 
able to be separately assessed. For this reason the analysis also contains a 
Strategic Reserve based on a percentage of the net revenue budget. 

 
26. Risks will be included and managed using the following basic principles: 
 

a. The risk may impact within the medium term 
b. Risks are potential one-off events  
c. The risk will have genuine financial consequences 
d. Mitigating actions will be in place to minimise the potential requirement for 

financial support 
e. If a risk event becomes certain (ie. probability is 100%), an earmarked 

reserve will be established to cover the projected financial impact.  
f. Emerging risks will be addressed from in-year surplus or virement before 

any request to allocate general reserves 
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Table 4: A robust level of reserves is guided by an assessment of potential risks 

Class of Risk Effects Effect on budget / mitigating Action 
Value of 
risk 

retained 
Health & Safety Major loss of service Increased cost to reduce further risk of 

breach / Robust risk assessments 
£100,000 

 Loss of income Substantial disruption to income 
streams / Robust disaster recovery 

£50,000 

 Lost reputation Cost of new advertising to regain 
confidence / Effective Communication 
Plans 

£10,000 

 Effect on recruitment Additional advertising costs to attract 
staff / Employment options on standby 

£20,000 

Fire / Structural 
damage by flood 
etc 

Major loss of service Premises not operational / Robust 
disaster recovery plan 

£100,000 

 High sickness levels 
(eg Flu Epidemic) 

High staff sickness & absence costs / 
raise awareness of safety measures 

£920,000 

 Insurance claims create rising 
premiums or cost to insurance 
reserves 

Budget growth to cover premiums or 
self insurance costs / Good claims 
management 

£25,000 

Budget Pressures Income from fees and charges 
affected by economic downturn 

Up to 5% loss of income from fees & 
charges from local economic pressures 
/ prudent income targets, close in year 
monitoring 

£1,400,000 

 Local Taxation Payments fall due to 
economic downturn 

Reduced cashflow / prudent cashflow 
projections, sound recovery strategy 

£60,000 

 Efficiency savings challenged by 
changing priorities 

In-Year emerging issues / Robust plans 
and monitoring of progress 

£5,000,000 

 Payback to reserves not achievable In-Year emerging issues / Robust plans 
and monitoring of progress 

£1,375,000 

 Costs of Redundancy and early 
access to pension is beyond 
scenario, outurn figures do not 
match current predictions 

Impact on opening balances / apply 
prudent assumptions to opening 
balances 

£250,000 

 Services not able to absorb savings 
Sept 2009: Corporate Priorities 
require additional growth bids 

Sept 2009: Potential shortfall in medium 
term financial strategy / early planning 
and consultation 

£2,650,000 

ICT & Security Court Fine and need to improve 
security 

Up to 10% fine on turnover / robust 
security processes 

£250,000 

 Data corruption ICT service days to repair, loss of 
service / robust security policies and 
firewalls 

£50,000 

Industrial 
relations / 
External 
organisations 
failure 

Disruption to service and possible 
costs of arbitration/tribunal 

Loss of income, costs of providing 
essential services or direct costs of 
resolution, reduced pay budget / 
emergency planning 

£50,000 

 
Strategic Reserve 

 Sept 2009: Extended due to potential 
need for further invest to save options 
and future pay structure changes. 

£13,520,000 

    

  OVERALL RISKS £25,830,000 

    

  % of Net Revenue Budget 11.0 % 
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Source: Cheshire East Finance Aug 2009 

 
27. The outcome of this analysis has been to place an estimated total value on the 

range of risks that may arise and which are not covered by insurance. This is 
equivalent in total to £25.830m. 

 
 
Adequacy of General Reserves 

 
28. A duty of the Chief Finance Officer is to comment on the adequacy of financial 

reserves (see Appendix 1). From the evidence supporting this report and with 
regard to the current economic climate my assessment is that reserves levels at 
1st April 2009 are within tolerance levels and can be considered adequate. I also 
consider them to be adequate in terms of working balances. 
 

29. The estimates contained within the Medium Term Financial Strategy are 
sufficiently robust to achieve the required repayment of reserves in the medium 
term following transition. I take this view based on the assessment of risk 
particularly in regard to efficiency saving assumptions within the draft 2009/2010 
Budget. 
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3. Earmarked Reserves (Revenue) 

 
Purpose 
30. The purpose of earmarked reserves is: 

a. To even out the impact of one-off or variable expenditure by allowing 
balances to be set aside for future spending. 

b. To set aside amounts for projects that extend beyond 1 year 
 
31. Once Earmarked reserves have been established by Council it is the 

responsibility of Chief Officers, in consultation with the Borough Treasurer to 
ensure balances are spent in line with the agreed purpose.  

 
32. Table 5 (below) identifies the most commonly established earmarked reserves 

and the rationale behind why such reserves are created and maintained. 
 

Table 5: All earmarked reserves should have a clear rationale 

Category of Earmarked Reserve 
 

Rationale 

Sums set aside for major schemes, such 
as capital developments or asset 
purchases, or to fund major 
reorganisations  
 

Where expenditure is planned in future 
accounting periods, it is prudent to build 
up resources in advance  
 

Insurance reserves Self-insurance is a mechanism used by 
a number of local authorities 
 

Reserves of trading and business units 
 

Surpluses arising from in-house trading 
may be retained, or may have to be 
retained by statute to cover potential 
losses in future years, or to finance 
capital expenditure 

Reserves retained for service 
departmental use 

Increasingly authorities have internal 
protocols that permit year-end 
surpluses at departmental level to be 
carried forward 
 

School Balances These are unspent balances of budgets 
delegated to individual schools 

Source: CIPFA ~ LAAP Bulletin 55, 2003 
 
33. For each earmarked reserve held by Cheshire East Council there will be a clear 

protocol setting out: 
 

• the purpose of the reserve 

• how and when the reserve can be used 

• procedures for the reserve’s management and control 

• a process and timescale for review of the reserve to ensure continuing 
relevance and adequacy 

• clear indication of payback periods and approach (if applicable) 
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34. When establishing reserves, Cheshire East Council will ensure that it complies 

with the Code of Practice on Local Authority Accounting in the United Kingdom 
and in particular the need to distinguish between reserves and provisions. 

  
35. The protocol for Cheshire East Council’s earmarked reserves is set out below. 

The Borough Treasurer will monitor adherence to these protocols. 
 
Earmarked Reserves will be: 

• Set up by Full Council, following recommendation from the Borough 
Treasurer 

• Supported by a business case 

• Held for a maximum of 3 years, except where the business case 
justifies longer retention. 

• Subject to a minimum value, set initially at £60,000. 

• Be reviewed at least annually 

 
36. Services may also carry forward balances strictly in accordance with Financial 

Procedure Rules. 
 
37. At 1st April 2009 Cheshire East Council is anticipated to hold earmarked reserves 

to the value of £13.866m. Table 6 (below) shows the anticipated opening 
balances of earmarked reserves, having allowed for balances from each 
contributing local authority and for further allocations by Cheshire East Council. 

 
38. Table 6 (below) identifies the original balance anticipated within the 2009/2010 

Budget, then the actual balance clarified as part of the accounts closure process 
for previous authorities. Some balances are recommended to be returned to 
general balances to increase flexibility for those funds. A further, comprehensive, 
review will take place as part of the Mid-Year Review of Cheshire East finances, 
the intention being to establish balances following the protocols outlined above. 

 
Table 6: Earmarked Reserves can pump prime initiatives that may deliver future savings 

Description 

Cheshire 
East Budget 
2009/2010 

 
 

£000 

Actual 
Carried 
Forward 
Position 

 
£000 

Recommended 
amount to be 
returned to 
General Fund 

 
£000 

Balance to be 
retained for 
2009/2010 

 
 

£000 

Reason / Use 

Insurance Reserve 1,368 698   668 Claims experience  

Economic 
Development 

650 650   650 To provide capacity for 
statutory and development 
requirements in 2009/2010 

Benefits appeals 
reserve 

400 400 (400) 0 relates to Alternative Futures 
case, still needs to be 
reserved 

Building Control 
Surplus 

329 581   581 ring-fenced surplus (could be 
used to offset service deficit, if 
applicable) 

Education All Risks 307 308   308 Premiums paid by schools 

Job Evaluation 300 300   300 intended to be used to offset 
final protected pay in 2009/10 
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Description 

Cheshire 
East Budget 
2009/2010 

 
 

£000 

Actual 
Carried 
Forward 
Position 

 
£000 

Recommended 
amount to be 
returned to 
General Fund 

 
£000 

Balance to be 
retained for 
2009/2010 

 
 

£000 

Reason / Use 

LPSA Reserve 
(continuation funding) 

246 2,904 (2,411) 493 Now includes accrued funding 
for 2009/2010 

Crewe town centre 
development 
transitional shortfall 
(LABGI-funded) 

219 219  219 earmarked to cover costs and 
income shortfalls (car parks 
etc.) during Crewe town 
centre re-development 

Environmental 
Warranties 

188 168   168 self-insurance for possible 
claims from Cheshire Peaks 
and Plains 

Customer Access 177 177   177 To maintain service levels in 
2009/2010 and allow 
development of invest to save 
options 

Single status/ job 
evaluation 

150 186  186 intended to be used to offset 
final protected pay in 2009/10 

Markets - Disturbance 
costs/ new stalls 
(LABGI-funded) 

150 154   154 intended for spending during 
and after Crewe town centre 
re-development 

Collection Fund 
Discretionary Relief 

142 139   139 Balance available to give 
discretionary relief on 
business rates 

Local Development 
Framework 

141 150   150 Service budget balance 
brought forward 

Long Term Sickness 135 96   96 Premiums paid by schools 

S117 Reserve 130 130   130 Population 

Tatton Park - 
accumulated surplus 

114 1,374   1,374 Tatton Park in East 

Disturbance 
Payments 

111 122   122 Set aside sum covering costs 
from relocation of staff due to 
office centralisation 

Community Safety 109 109   109 To provide additional capacity 
in 2009/2010, which will 
enable invest to save options 
to be adapted for future years 

Local Development 
Framework 

100 100   100 To provide additional capacity 
in 2009/2010 only 

Grants Panel 71 73  73 Balance available for 
community projects 

Part-time Rangers 62 62   62 earmarked for spending on 
additional hours for ranger 
service 

Economic & physical 
development projects 
(LABGI-funded) 

474 842   842 approved for strategy 
development/ business 
promotion initiatives 

United Utilities 60 60 (60) 0 no longer required, transfer to 
GF WB 

Trading Standards 60 60   60 To protect against possible 
shortfall in essential service 
during 2009/2010 

M/S Car Park Repair 54 54  54 return to service budget 

Queens Park  52 29   29  
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Description 

Cheshire 
East Budget 
2009/2010 

 
 

£000 

Actual 
Carried 
Forward 
Position 

 
£000 

Recommended 
amount to be 
returned to 
General Fund 

 
£000 

Balance to be 
retained for 
2009/2010 

 
 

£000 

Reason / Use 

Safer Communities – 
PCSOs and Alley 
gates maintenance 

66 74   74 earmarked for PCSOs/ ASB 
Co-ordinator commitments 
and maintenance of gates  

Crewe Business Park 
- Marketing Office 
rent 

46 46   46 approved for repairs/ costs in 
the event of transfer of 
management of Park 

Cumberland pitch 
renewal (CNBC 
share) 

31 30   30 following major investment, 
using annual additional 
surplus to build a fund to 
renew in future 

Community Wardens 
- Fixed penalties 
income 

24 34   34 ring-fenced for improving 
cleanliness of public spaces 

Treasury - Temporary 
staff 

20 37 (37) 0 will be used to cover temp 
staff for closure of 2008/09 
Accounts 

Environmental 
Protection Act 

14 14   14 intended for environmental 
emergency response 
situations 

Lottery 10 10 (10) 0 Balance available for 
community projects or transfer 
to General Fund WB 

Macclesfield Silk 
Heritage 

10 0   0 Balance used 2008-09 

Environmental Fund 8 8 (8) 0 Balance available for 
community projects or transfer 
to General Fund WB 

European Links 8 0   0 Balance available to match 
fund community projects 

M/c Airport 
Partnership Fund 

6 6 (6) 0 Balance available for 
community projects or transfer 
to General Fund WB 

Childcare Vouchers 1 0   0 Balance used 2008-09 

Local Authority 
Business Growth 
Incentive 

 625 (625) 0   

Interest Free Loans  624 (624) 0 Available to transfer to GF 
WB 

ICT Investment 
Reserve 

 250 (250) 0   

Deferred VR 
Payments 

 222   222 To be paid in 2009-10 

Mercury Emissions 
abatement scheme 

 138   138   

Macclesfield 
Crematorium mercury 
credits  

 131 0 131 Ring-fenced for future 
investment in crematorium 
plant  

Pension Adjustment 
Contingency 

 109 (109) 0 Available to transfer to GF 
WB 

On-Street Parking  90   90   

Commuted 
Community Sums 

 82   82 Deferred Grants related to 
S.106 funding 

Direct Action  74 (74) 0 Available to transfer to GF 
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Description 

Cheshire 
East Budget 
2009/2010 

 
 

£000 

Actual 
Carried 
Forward 
Position 

 
£000 

Recommended 
amount to be 
returned to 
General Fund 

 
£000 

Balance to be 
retained for 
2009/2010 

 
 

£000 

Reason / Use 

WB 

WLC Rates Refund  71 (71) 0 Available to transfer to GF 
WB 

Leisure  70   70   

Lottery Partnership  69 (35) 34 Some outstanding payments 
due, balance available to 
transfer to GF WB 

Leisure Services 
Review 

 54   54 Residual balance from 
ongoing leisure review project 

PLC Rates Refund  49   49 Return to service budget 

Insurance Fund 
(ACP) 

 39   39 Transfer to Insurance Fund 

Community 
Development 

 37   37   

Repairs/Renewals 
Fund 

 17   17 Outstanding payment due in 
2009-10 

Electoral 
Administration Act 

 11   11 Earmarked for Elections 

Electoral Inspections  4 (4) 0 Available to transfer to GF 
WB 

Home Computing 
Initiative 

 4 (4) 0 Available to transfer to GF 
WB 

Public Buildings 
repair & maintenance 

 265   265   

Electric unmetered 
supplies 

 55   55   

Infrastructure Surveys 
- public open spaces 

 52   52   

Planning - Local Plan  42   42   

Transport - Shredder  40   40   

Community Led 
Public Realm 

 28   28   

Town Centres 
Entertainment 

  23   23   

08/09 ABG Climate 
Change Grant 

  22   22   

Land Charges   22   22   

Gateways & Corridors   20   20   

Industrial Estates - 
repairs 

  16   16   

Housing Strategy   14   14   

Local Strategic 
Partnership 

  12   12   

Planning - Office 
furniture/ DIP 

  11   11   

Economic 
Development - Rent 
review 

  10   10   

Rigg St open space 
improvements 

  10   10   

Cemetery & 
Crematorium 

  10   10   

Economic   9   9   
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Description 

Cheshire 
East Budget 
2009/2010 

 
 

£000 

Actual 
Carried 
Forward 
Position 

 
£000 

Recommended 
amount to be 
returned to 
General Fund 

 
£000 

Balance to be 
retained for 
2009/2010 

 
 

£000 

Reason / Use 

Development 
Marketing 
Democratic Services 
(Ward budgets) 

  7   7   

Public conveniences   6   6   

Economic 
Development - H&S 
furniture/ equipment 

  5   5   

Leased Htg 
Terminations 

  5   5   

Economic 
Development - Small 
projects 

  3   3   

Home Safey Initiative   3   3   

Economic 
Development - Village 
stores 

  1   1   

Traffic management/ 
modelling 

  1   1   

      

Overall Balances* 

6,543 13,866 (4,728) 9,138 

 

Source: Statutory Accounts for Cheshire County & Cheshire East Districts June 2009 
 

* increases or reductions in earmarked reserves have been reflected when stating the opening General Reserves 

position in Section 2 

 
39. Table 6 (above) shows a value of £4.728m being returned to General Reserves in 

September 2009. However, to reflect the impact of a second round of voluntary 
redundancies it is also proposed to create a further earmarked reserve of £5m. 

 
40. Earmarked reserves have the effect of transferring the tax burden across financial years 

as current taxpayers’ funds are being used to support future years’ spending. It is 
therefore recommended that the Council’s earmarked reserves are subject to annual 
review, at least as part of the budget-setting process to ensure that they are still 
appropriate, relevant and adequate for the intended purpose. 
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4. Capital Reserves 
 
41. The purpose of capital reserves is to:  

a. Minimise risk from potential emergency spending requirements on assets  
b. Support investment in tangible and intangible assets 
c. Hold committed balances, where spending is restricted to capital schemes, 

to support cashflow and investment income 
 
42. The capital reserves held by each former authority of Cheshire East are currently 

being reviewed and in the main the reserves contain the funding for committed 
capital schemes. 

 
43. Departments have been asked to review the current capital programme with a 

view to rationalising schemes where possible, and removing any which do not 
meet the aims and objectives of Cheshire East.  

 
44. In considering the available funding for the capital programme, schemes will be 

cross referenced to Section 106 agreements and commuted sums and where 
possible funded from this source. 
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5. Conclusion 

 
45. Overall the council is holding relatively high reserve balances due to the 

significant risks from creating a new authority in the current economic climate. 
This recognises local issues and allows the Borough Treasurer to comment 
favourably on the adequacy of reserves. 

 
46. The establishment of protocols around the use of balances will improve control 

and increase openness in financial reporting and management. This will also 
reflect well in external assessment of the council’s financial standing. 

 
47. The next steps, in reviewing capital and earmarked reserves will complete the 

process of simplifying the presentation and understanding of the council’s 
reserves position. 
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Appendix 1 
 
Protocol & Controls 
 
The Existing Legislative/Regulatory Framework 
Sections 32 and 43 of the Local Government Finance Act 1992 require billing and 
precepting authorities in England and Wales to have regard to the level of reserves 
needed for meeting estimated future expenditure when calculating the budget 
requirement. 
  
There are three significant safeguards in place that militate against local authorities 
over-committing themselves financially: 
 

1. The balanced budget requirement 
2. Chief Finance Officers’ S114 powers 
3. The External Auditor’s responsibility to review and report on financial 

standing. 
 

The balanced budget requirement is reinforced by section 114 of the Local 
Government Finance Act 1988 which requires the Chief Finance Officer to report to 
all the authority’s councillors if there is or is likely to be unlawful expenditure or an 
unbalanced budget. This would include situations where reserves have become 
seriously depleted and it is forecast that the authority will not have the resources to 
meet its expenditure in a particular financial year. The issue of a section 114 notice 
cannot be taken lightly and has serious operational implications. The authority’s full 
council must meet within 21 days to consider the S114 notice and during that period 
the authority is prohibited from entering into new agreements involving the incurring 
of expenditure. 
 
While it is primarily the responsibility of the local authority and its Chief Finance 
Officer to maintain a sound financial position, External Auditors have a responsibility 
to review the arrangements in place to ensure that financial standing is soundly 
based. In the course of their duties External Auditors review and report on the level 
of reserves taking into account their local knowledge of the authority’s financial 
performance over a period of time. However, it is not the responsibility of auditors to 
prescribe the optimum or minimum level of reserves for individual authorities or 
authorities in general. 

 
The Role of the Chief Finance Officer 
It is the responsibility of the Chief Finance Officer to advise local authorities about 
the level of reserves that they should hold and to ensure that there are clear 
protocols for their establishment and use. There is no statutory minimum. 
 
Local authorities, on the advice of their Chief Finance Officers, are required to make 
their own judgements on the level of reserves taking into account all the relevant 
local circumstances. Such circumstances vary. A well-managed authority, for 
example, with a prudent approach to budgeting should be able to operate with a 
relatively low level of general reserves. There is a broad range within which 
authorities might reasonably operate depending on their particular circumstances.  
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Good Governance 
It is important that Members take responsibility for ensuring the adequacy of 
reserves and provisions when they set the budget. CIPFA recommend that the 
respective roles of officers and Councillors in relation to reserves should be codified 
locally and given due recognition in the Constitutions. This codification should: 
 

• state which council bodies are empowered to establish reserves 

• set out the responsibilities of the Chief Finance Officer and Councillor – or 
group of Councillors – responsible for finance 

• specify the reporting arrangements 
 
A New Reporting Framework 
The Chief Finance Officer has a fiduciary duty to local taxpayers, and must be 
satisfied that the decisions taken on balances and reserves represent proper 
stewardship of public funds. 
 
The level and utilisation of reserves will be determined formally by the Council, 
informed by the advice and judgement of the Chief Finance Officer. To enable the 
Council to reach its decision, the Chief Finance Officer should report the factors that 
influenced his or her judgement and ensure that the advice given is recorded 
formally. Where the advice is not accepted this should be recorded formally in the 
minutes of the council meeting. 
 
CIPFA recommended that: 
The budget report to the Council should include a statement showing the estimated 
opening general reserve fund balance for the year ahead, the addition to/withdrawal 
from balances, and the estimated end of year balance. Reference should be made 
as to the extent to which such reserves are to be used to finance recurrent 
expenditure this should be accompanied by a statement from the Chief Finance 
Officer on the adequacy of the general reserves and provisions in respect of the  
forthcoming financial year and the authority’s medium term financial strategy. 
 
A statement reporting on the annual review of earmarked reserves should also be 
made at the same time to the Council. The review itself should be undertaken as part 
of the budget preparation process. The statement should list the various earmarked 
reserves, the purposes for which they are held and provide advice on the appropriate 
levels. It should also show the estimated opening balances for the year, planned 
additions/withdrawals and the estimated closing balances. 
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Appendix 2 

 
Detail of planned changes in general reserves 
 
Transfer from Capital Reserves ~ £1,030,000 

Some HRA and ex-district LABGI funding was previously allocated as un-
allocated Capital receipts, however, to increase flexibility it is more 
appropriate to present these as Revenue Reserves for Cheshire East Council. 

 
Contingent Asset ~ £3,450,000 

The former Cheshire authorities entered in to a contract with Price 
Waterhouse Coopers, to reclaim overpaid VAT. The claim, to the total value of 
£3,700,000  is likely to be paid within 2009.  Of this sum, £250,000 relates to 
overpaid VAT on Tatton Park income and this will be credited to the Tatton 
Park accumulated surplus shown in Table 4.  The balance will accrue to 
general reserves. 

 
Business Finance Loans ~ £392,000 

Repayments of residual Cheshire County Council Business Finance Loans 
are still being allocated to general reserves 
  

LABGI ~ £291,000 
The allocation of £291,000 from central government was not sufficiently 
certain to include in the 2009/2010 budget. 

 
Transitional Costs 

The total cost of transition may still be subject to alteration, however the 
principle remains to payback within 3 years (or five years for actuarial 
payments). Relocation costs are subject to contribution from Cheshire West 
and Chester and remain estimates until the accommodation strategy has 
been finalised. 

 
Recession group 
 Cabinet have approved an allocation to support recession mitigation activities. 
 
Crewe Masterplan 
 Cabinet have approved support to this project in principle should it be required 
 
Policy & Performance Restructure 

For 2009 only, the restructure within Policy and Performance will be 
supported by the use of general reserves 

 
Voluntary Redundancies (round 2) 

A second round of voluntary redundancies remains likely, to the extent it is 
now prudent to earmark reserves, by transferring £5m from general reserves 
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Version 1 April 2009 (SH) 

CHESHIRE EAST COUNCIL 
 

REPORT TO: CABINET 
____________________________________________________________________ 
 
Date of Meeting: 

 
8 September 2009 

Report of: Borough Solicitor 
Subject/Title: Joint Waste PFI Scheme 
Portfolio Holder: Councillor Peter Mason 
___________________________________                                                                       
 
 
1.0 Report Summary  
 
1.1 This report describes the steps that must be taken to ensure that the proposed 

joint waste PFI scheme receives the necessary legal certification to satisfy 
external financial sources. 

 
 
2.0 Decision Requested 
 
2.1      Cabinet is requested to consider whether it is willing –  

 
2.1.1 To issue certificates under the Local Government 

(Contracts) Act 1997 for the purpose of the PFI waste 

procurement contract referred to above; 

2.1.2 To invite the Borough Treasurer and Head of Assets as 

section 151 officer to sign and issue certificates on the 

council's behalf as the Certifying Officer; 

2.1.3 Given that the certificate is being given in a personal 

capacity by the certifying officer, to provide an indemnity 

to the Certifying Officer ;  

2.1.4 To give authority to the Borough Solicitor and Monitoring 

Officer to execute a form of indemnity (prepared on 

advice) in favour of the Certifying Officer and to ensure 

that appropriate insurance cover is either in hand, or can 

be written to back up that indemnity by the date of its 

execution; 

2.1.5 To allow the Certifying Officer to take independent legal 

advice on the form of certificate and related due diligence 

which may be necessary, and to pay for that legal advice. 

(Noting that the appointment of legal advisers will form a 

permitted exception under Contract Standing Order E24).  
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2.1.6 To confirm that the Council's common seal can be affixed 

to the appropriate deeds of indemnity.  

2.1.7 To note and confirm that arrangements will need to be 

made for the deposit of the certificate, for copies to be 

made available to the public and for it to be placed for 

inspection, and for the taking of copies of the certificate if 

the members of the public require, and for copies to be 

lodged with the Council's Monitoring Officer and Auditor; 

2.1.8 To otherwise approve this report as a matter of record.   

 
3.0 Reasons for Recommendations 
 
3.1 To ensure that tenderers can provide the necessary comfort that the proposed 

scheme is within this councils legal powers. 
 
 
4.0 Wards Affected 
 
4.1 All wards 
 
 
5.0 Local Ward Members  
 
5.1 N/A 
 
 
6.0 Policy Implications including - Climate change 
                                                              - Health 
 
6.1 Waste treatment has direct links to climate change and health. 
 
 
7.0 Financial Implications for Transition Costs (Authorised by the Borough 

Treasurer) 
 
7.1 None (discussed with but not finalised by Borough Treasurer) 
 
 
8.0 Financial Implications 2009/10 and beyond (Authorised by the Borough 

Treasurer) 
 
8.1 Certification is required to enable a contract to be completed for delivery of the 

Waste PFI, which is intended to avoid stringent financial penalties in future 
years.  Officers are currently investigating whether any additional premium is 
required from the Councils insurers to support the indemnity, subject to a policy 
excess.  Quotes will be sought before finalising the choice of legal advisers for 
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the S151 officers but indicative costs are in the region of £10,000, (discussed 
with but not finalised by Borough Treasurer) 

 
9.0 Legal Implications (Authorised by the Borough Solicitor) 
 
9.1 As stated in the report, which has been drafted by Messrs Towers and Hamlins, 

the solicitors acting for the councils on the waste PFI scheme. 
  
 
10.0 Risk Management  
 
10.1 Failure to let the waste management contract promptly following the conclusion 

of the tendering process may involve the council in financial loss. 
 
 
11.0 Background and Options 
 
INTRODUCTION 
 
11.1 The Cheshire-wide Waste PFI Treatment Services Contract ('the PFI 

Contract') will now be entered into by the two Unitary Authorities, 

Cheshire West and Chester Council and Cheshire East Council.  

Pursuant to an Inter Authority Agreement between the two Councils 

dated the 26th March 2009 which sets out obligations between the two 

Authorities as to how they will manage this major PFI waste contract 

procurement, they have primary obligations to cooperate expeditiously 

and act reasonably so as to manage the procurement effectively, and 

also to provide for the PFI contract to be certified for the purposes of 

the Local Government (Contracts) Act 1997.  

11.2 The purpose of the PFI Contract is to provide long term waste 
treatment facilities and related services under the Private Finance 
Initiative to enable the Councils to fulfil their joint aim to improve the 
quality of the services and to meet the economic, social and 
environmental well being needs of their residents and comply with the 
objectives of the National Waste Strategy issued pursuant to the 
Environmental Protection Act 1990 and the Landfill Directive 1999 and 
Waste Emissions and Trading Act 2003, all in order to  divert 
biodegradable waste from landfill and achieve various important 
statutory targets.  

 

11.3 This is pursuant to the principal partnering obligations set out in that 

agreement.  Initially Cheshire West and Chester is the lead authority 

but is accountable to Cheshire East but both Authorities are bound by 

those partnering obligations and the need to provide certification 

requirements, (1) for the purposes of the 1997 Act, and regulations 
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made thereunder, and (2) the commercial requirements to contractually 

close this major PFI procurement.   

11.4 This Report addresses:  

11.4.1 The relevant legislation and current position of the PFI 

Procurement; 

11.4.2 The requirement to provide a Local Government 

(Contracts) Act 1997 Certificate (the reason why the 

Council should do this is detailed in Section 4 below); 

11.4.3 the legal due diligence matters relevant to issues regarding 

the Certifying Officer in relation to the PFI Contract; and 

11.4.4 further steps and resolutions which the Council needs to 

take and adopt. 

   RELEVANT LEGISLATION 

11.5 The Local Government (Contracts) Act 1997 relates to major 

projects made under the Private Finance Initiative.  It was brought 

in to deal with an issue which arose after a number of highly 

celebrated cases in the 1990s which created uncertainty over local 

authority powers to enter into similar contracts.  Because of the 

activities of certain authorities acting ultra vires i.e. beyond their 

statutory powers, the financial markets were reluctant to lend to 

local authorities and to accept that, despite other provisions in 

various local governance finance acts relating to local government, 

there was no 'safe harbour' to give them protection should a local 

authority be found subsequently to have acted ultra vires.   

11.6 The Local Government (Contracts) Act 1997 therefore creates an 

assumption of legality for PFI and similar contracts but relies upon 

a certification process.  The certificate is given by a certifying 

officer.  The certifying officer can only be appointed in accordance 

with the appropriate Regulations and in this case it is proposed 

that it should be the Section 151 Officers of both unitary authorities 

(as the Project Agreement will be entered into by both authorities 

on a joint and several basis).   

11.7 It is therefore necessary for both Cheshire East and Cheshire West 

and Chester Councils to sign and execute the main Waste 

Treatment Services PFI Contract Project Agreement (the 'PFI 

Contract') and for each Council to authorise the issue of a 

Certificate under the Local Government (Contracts) Act 1997, and 
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in each case for a certifying officer to sign and issue these 

certificates.   

11.8 Certifying officers sign in a personal capacity so it is usual for them 

to request an indemnity from their respective Authority so that they 

do not incur undue personal liabilities should a transaction or an 

aspect of it in due course be held to be ultra vires.   

 THE CURRENT POSITION OF THE PFI PROCUREMENT 

11.9 The PFI Waste Contract procurement has reached an advanced 

stage under the Competitive Dialogue, the form of procurement 

procedure appropriate for complex and major PFI Contracts.  We 

are now dealing with two Bidders – known as 'Participants' under 

the Competitive Dialogue procedure.  Within the relatively near 

future a preferred Bidder and technical solution will be adopted.  It 

is necessary as part of the procurement programme to plan ahead 

and ensure that the appropriate governance is in place, and that 

includes the PFI Contract certification process and the related 

statutory requirements.   

11.10 Participants and their funders, (if appropriate) will carry out 

extensive due diligence into the decision making process of the 

two Authorities which relates to the PFI Contract Procurement, its 

documentation and decisions taken both prior to and in particular 

at commercial and financial close of this major project.  That will 

include reviewing all reports and decisions of the two Unitary 

Councils, to ensure that they are legally and procedurally correct.  

The two Authorities are entering into this contract on a joint and 

several basis.  It will therefore require two certificates to be issued 

and two certifying officers to sign and take responsibility for those 

certificates.     

11.11 Each Council needs therefore to authorise the issue of the 

certificate and in due course after the PFI Contract Closure, to 

supply copies of the same to the Preferred Bidder, and possibly 

also to funders, where that is appropriate, and also internally to the 

Council's Monitoring Officer and to the Council's auditor.   

11.12 Each Council will also need to ensure that copies of the certificate, 

once they have been signed, are opened to inspection by 

members of the public at all reasonable times without payment and 

also that members of the public are afforded facilities to obtain 

copies of that certificate on payment of a reasonable fee.  These 
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arrangements will need to be put in place once the certificate is 

signed which will be after commercial and financial close.   

 WHY DOES THE COUNCIL HAVE TO PREPARE A LOCAL 

GOVERNMENT (CONTRACTS) ACT CERTIFICATE?   

11.13 The purpose of the Local Government (Contracts) Act 1997 as 

briefly mentioned above in paragraph 1 (Introduction) was to 

provide reassurance to private sector investors over the powers of 

local authorities (i.e. its vires) to enter into PFI and similar 

contracts, for the duration of five years or longer.  Case law had 

caused significant concern in the private sector in that there was 

little recourse available if a project was to be struck down as 

outside a local authority's power (i.e. it was ultra vires).  One of the 

main objectives of the 1997 Act was that local authorities would 

certify PFI contracts as being within their powers (intra vires).  

Such a certificate would also prevent the local authorities pleading 

its own ultra vires act 'after the event', as a reason to avoid the 

contractual obligations (which had been the case in one or two 

earlier controversial cases).   

11.14 In addition, local authorities are required pursuant to the Act to 

issue a form of certificate in a particular form and commercially it is 

accepted practice to certify that the Council entering into such a 

major PFI procurement is acting within its powers and by 

implication its related project governance is in order.   

11.15 If in due course a third party challenge, or for some other reason it 

was shown that the PFI contract was ultra vires, the Preferred 

Bidder would be entitled to be paid compensatory damages 

(known as 'relevant discharge terms') in the event of the Council's 

decision to enter into the PFI contract being declared as outside its 

powers (ultra vires) and hence the contract would be set aside as 

void.   

11.16 This is why, as mentioned above, the Preferred Bidder and/or their 

funders and advisers will carry out an extensive due diligence 

exercise and as part of the response to that, and in order to give 

the reassurance that is required, a certificate is issued under the 

Local Government (Contract) Act 1997.   

 WHAT DECISIONS ARE THEREFORE REQUIRED OF THE 

COUNCIL HAVING REGARD TO THE ISSUE OF THE 

CERTIFICATES.   
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11.17 Certifying Officers - their duties and scope of the Indemnity 

from the Council 

The Certifying Officer, apart from having general duties to the 

Council to ensure there is no conflict between their personal 

interests and the interests of the Council in issuing such certificate, 

and following their general duty to act with appropriate levels of 

skill and care, and in the case of the Section 151 officer, to 

maintain that a general fiduciary duty relating to governance, 

should consider all relevant matters before issuing a certificate, 

and in this case in a project of this scale to be entitled to take 

independent legal advice as to the form of the certificate and the 

related due diligence issues.   

11.18 There is some earlier ODPM guidance (now CLG) which suggests 

that Council officers do not need to rely upon an indemnity where 

they act in a personal capacity to give such certificate.  However, 

in the light of certain case law decisions, particularly the Burgoine v 

Waltham Forest London Borough Council [1996] whereby an 

authority's external auditor brought proceedings against an 

authority's officer in their personal capacity, where in that case he 

acted as a director of a local authority company which was then 

declared ultra vires, it is felt that certifying officers should seek 

personal indemnities on the lines mentioned above.  Although the 

Burgoine case was based on particular facts, which do not 

correlate to this particular project, it is nevertheless relevant in 

terms of ensuring that proper protection is given to certifying 

officers in circumstances such as these.   

11.19 The Council has powers to indemnify, deriving from a number of 

statutory provisions, including Section 39 of the Local Government 

(Miscellaneous Provisions) Act 1976, Section 265 of the Public 

Heath Act 1865, Section 111 of the Local Government Act 1972, 

and in addition the Local Authorities (Indemnities for Members and 

Officers) Order 2004.   

11.20 The Council, therefore, have sufficient powers to give such an 

indemnity and delegated authority should be given to the Borough 

Solicitor and Monitoring Officer to settle the form of indemnity, on 

advice, and to ensure that appropriate insurance cover has been, 

or will be effective from the date of the Indemnity (probably 

contract close - see 11.22 below), following discussions if 

necessary, with the Council's insurers.   

11.21 Some limitations 
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The issue of a certificate under the 1997 Act does not prevent a 

public law challenge nor, in more limited circumstances, a private 

law claim on the grounds of negligence.  If an officer has acted 

perversely or with reckless indifference, for example, as to the 

outcome of a particular course of action such a claim might be 

successful.  An act of reckless indifference could invalidate an 

indemnity.  However, it is difficult to see how such a liability would 

arise unless the Officer and the Council were acting in defiance of 

clear advice that they should not proceed.  On the basis of the facts 

known, this does not appear to be the case in this instance.   

11.22 The period for the certificate 

The Certificate will commence from the date of contract and/or 

financial close.  These may be simultaneous, but if not, the 

certificate will relate from the date of commercial contract close.  It 

will be issued in a form to comply with the relevant regulations.  An 

indicative form of Certificate is attached based on the relevant 

regulations which will form the basis of the certificate to be given.  

(Appendix 1).    

12.0 Overview of Year One and Term One Issues 

12.1 A decision on the preferred tenderers should be made before the end 

of year one and contracts should be signed during year two. 

13.0 Access to Information 

 (To be inserted by Travis Hamlins) 

 

          The background papers relating to this report can be inspected by contacting the report 
writer: 

 
 Name: Chris Chapman 
 Designation: Borough Solicitor 

           Tel No: 01270 686637 
            Email: chris.chapman@cheshireeast.gov.uk 
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CHESHIRE EAST COUNCIL 
 

Minutes of a meeting of the Children and Families Scrutiny Committee 
held on Monday, 3rd August, 2009 at The Capesthorne Room - Town Hall, 

Macclesfield SK10 1DX 
 

PRESENT 
 
Councillor R Westwood (Chairman) 
Councillor D Neilson (Vice-Chairman) 
 
Councillors Rhoda  Bailey, D Beckford, D Flude, J Goddard, G Merry, 
M Parsons, L Smetham and D Thompson 

 
Apologies 

 
Councillors O Hunter and A Kolker 

 
25 OFFICERS PRESENT  

 
J Weeks, Strategic Director People 
L Butcher, Head of Services for Children and Families 
P Mossman, Children and Families 
J Thompson, Children and Families 
G Betton, Children and Families 
D J French, Legal and Democratic Services 
 

26 DECLARATION OF INTEREST/PARTY WHIP  
 
In relation to item 5 Draft Single Funding Formula for Early Years Provision: 
  

• Councillor D Flude declared a personal interest on the grounds that she 
was a Governor of Westminster Nursery School and a Director of EIPC 
Ltd; and 

• Councillor D Neilson declared a personal interest on the grounds that he 
was Governor of a school with a nursery. 

 
27 PUBLIC SPEAKING TIME/OPEN SESSION  

 
There were no Members of the Public present who wished to address the 
Committee. 
 

28 MINUTES OF PREVIOUS MEETING  
 
RESOLVED:  That the minutes of the meeting of the Committee held on 6 July be 
confirmed as a correct record. 
 

29 DRAFT SINGLE FUNDING FORMULA FOR EARLY YEARS PROVISION  
 
The Committee considered a report on a draft single funding formula for early 
years provision to be implemented in Cheshire East from April 2010.  This 
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Committee was invited to offer any comments to the Cabinet who would be 
considering the draft formula on 8 September as a basis for wider consultation. 
  
The implementation of a single funding formula was in line with Government 
Guidance and funding was to be based on occupancy rather than places from 
April 2010.  The current system provided for different ways of funding for the 
maintained and for the Private, Voluntary and Independent (PVI) sector.   
  
The provision of free early years care for 3-4 year olds was to increase from 12.5 
hours to 15 hours for the most disadvantaged areas from September 2009 and to 
all providers from September 2010.  There were currently 203 early years 
settings in Cheshire East and it was anticipated that some providers would 
experience a significant negative budget variance due to the changed funding 
arrangements.  The 2010-11 budget included some funding that was unallocated 
which could be used to support providers during the transition stage.  Those 
providers who were expected to experience a negative impact had been visited 
by officers and transition plans put in place to offer financial support if necessary 
in the 2010/11 financial year. 
  
An Early Years Reference Group comprising representatives of early years 
providers, had been set up as a sub group of the Schools Forum, and had been 
meeting to develop the formula in line with Department for Children, Schools and 
Families’ guidance.  Their recommendation was that a base rate be applied to all 
sectors at a rate of £3.20 per child per hour, with additional allowances made for 
flexibility, provision within an area of deprivation and quality.  The allowance for 
quality related to having Early Years Professional Status and Qualified Teacher 
Status, with a requirement that the Early Years professional lead the practice.   
  
During discussion of the item Members queried whether it was possible for 
maintained nurseries to charge for their service, raised concern about maintained 
nurseries’ inability to offer more than 15 hours of child care per child per week 
and whether there could be an additional allowance for any early years provision 
that was suitable for children where English was not their first language. 
  
RESOLVED:  That the Cabinet be advised that: 
  
(a) the draft formula comprising a base rate plus additional allowances for the 
factors of flexibility, deprivation and quality be supported but consideration be 
given to introducing an additional allowance for provision that is suitable for 
children where English was not their first language;  
  
(b) the Committee is concerned about the inequity whereby maintained nurseries 
are unable to offer more than 15 hours child care per child per week as this may 
put them at a disadvantage; and 
  
(c) a report be submitted to this Committee with the outcome of the consultation 
on the proposals. 
 

30 EXCLUSION OF THE PRESS AND PUBLIC  
 
RESOLVED:  That in accordance with Section 100(A)4 of the Local Government 
Act 1972 the public and press be excluded for the meeting for the following item 
of business on the grounds that it involves the likely disclosure of exempt 
information as defined in Paragraphs 1, 2 and 5 of Part 1 of Schedule 12A to the 
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Local Government Act 1972 and the public interest would not be served in 
publishing the information. 
 

31 LOCAL GOVERNMENT OMBUDSMAN INVESTIGATION INTO A 
COMPLAINT AGAINST THE FORMER CHESHIRE COUNTY COUNCIL  
 
The Committee considered a report on the findings of the Local Government 
Ombudsman in response to a complaint made against the former Cheshire 
County Council.   
  
The complaint had been made by L who was a young person who had been 
subject to a care order. She had been on the child protection register as a small 
child and from the age of 12 taken into the care of Cheshire County Council but 
placed at home with her mother who suffered from mental illness and was prone 
to violent and volatile behaviour.  L’s mother stopped her from attending school 
during her last year at primary school and she reached school leaving age 
without ever having attended secondary school.  Her only education was a 
maximum 10 hours a week with a tutor at a local library although there were 
significant periods without any education. 
  
The Ombudsman found that the Council was guilty of over-arching 
maladministration in that it had failed to fulfil its responsibilities for L or to promote 
her welfare as well as identifying a number of specific and serious instances of 
maladministration.  Before L complained to the Ombudsman, the County Council 
had recognised the difficulties with the case and had agreed that L should have 
access to leaving care services until she was 25 years old, receive financial 
support to undertake remedial education and receive “creative” help with 
appropriate accommodation. 
  
The Ombudsman had recommended that Cheshire East Council as successor to 
Cheshire County Council should: 
  

• Apologise to L; 

• Pay L £1,5000 to reflect her time and trouble in pursuing her complaint 
and her distress caused by Cheshire County Council’s response to her 
complaint; and 

• Make £45,000 available either for immediate investment in purchasing a 
home (by shared ownership scheme if necessary) or to be held in an 
interest-bearing account and released to her when she is 30 years of age 
or in equal annual thirds when she embarks on and maintains a 
programme of education leading to qualifications – whichever is sooner. 

  
The Ombudsman also recommended that both successor Councils should 
consider her report and undertake a review of procedures and practices to 
ensure good arrangements were in place to support children in their care.  The 
Committee was informed that arrangements had been made for the Head of 
Services for Children and Families, Cheshire East Council and the Director of 
Children’s Services at Cheshire West and Chester Council to meet with L and her 
advocate to formally apologise.   
  
The Strategic Director People reported that a number of actions had been taken 
in the light of the Ombudsman’s report including an examination of current 
caseloads, a review of practices and procedures was underway.  The Committee 
noted that new guidance had been issued regarding the statutory role and 
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responsibilities of the Lead Member for Children’s Services and Members 
emphasised the importance of ensuring they were aware of all significant issues 
in their role as Corporate Parents. 
  
The Strategic Director People outlined that there had been a national increase in 
referrals to children’s social care services as well as an increase in referrals to 
the National Society for the Prevention of Cruelty to Children (NSPCC). The 
Trade Union for public sector workers, Unison, had expressed concern regarding 
the morale of social care staff nationally.   
 
Cheshire East Council was currently reviewing its practice and procedures for 
intervening where there are concerns regarding child welfare, in line with Lord 
Laming’s report and the Government’s response. 
  
Cheshire East had commissioned 2 Audit reports on front end services and 
children under 5 years of age who were subject to a Child Protection Plan.  The 
findings of both reports had now been received and a report would be presented 
to the next meeting of the Board on key development issues to be implemented. 
It was agreed that a Member Governance Group would steer the work and the 
associated Project Plan and that this would be a regular item on the Performance 
Task Group meeting chaired by the Chief Executive.  There would also be regular 
briefings to Ofsted, Governance Office North West and the Audit Commission.   
  
RESOLVED:  That  
  
(a) the Cabinet be advised that: the Committee supports the proposal to 

implement the recommendations of the Local Government Ombudsman 
contained in the Ombudsman’s published report. 
  

(b) the Cabinet be urged to ensure that the Children’s Social Care budget is 
funded adequately. 

  
(c) both the review of practices and procedures and the Redesigning Social Care 
Project be endorsed and this Committee be updated on a regular basis on the 
work of the Member Governance Group; 
  
(d) Members be kept fully informed of all relevant issues to ensure that they can 
fulfil their Corporate Parenting role; and 
  
(e) the visit to front line services by a small group of Members be deferred for the 
time being. 
  

  
 
 
 
 

The meeting commenced at Time Not Specified and concluded at Time Not 
Specified 

 
Councillor R Westwood (Chairman) 
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