
 

 

 

Stockton-on-Tees Borough Council 
Value for Money Conclusion 2014/15 
September 2015 
 

 
 



 

 

 

 
 

Contents 
 

 

01 Executive Summary ............................................................................................................... 2 

02 Financial resilience ................................................................................................................ 5 

03 Securing the 3 Es ................................................................................................................. 12 

04 Reality Check ....................................................................................................................... 19 

Appendices ................................................................................................................................ 22 

Appendix A Medium Term Financial Plan and Strategy ...................................................... 23 

Appendix B PSAA Value for Money Profile .......................................................................... 25 

 



 

2 

 

 

01 Executive Summary 
 

Background 

Section 5 of the Audit Commission Act 1998 gives us a statutory duty to confirm that you have made 
proper arrangements for securing economy, efficiency and effectiveness in your use of resources. We refer 
to our assessment as the Value for Money (VfM) Conclusion. 

The Code of Audit Practice 2010 requires us to adopt a risk-based approach to this work, focussing on 
criteria set annually by the Audit Commission. The Audit Commission issued guidance in October 2014 that 
defined sector specific risk areas for 2014/15. The criteria for councils are whether we assess that the 
organisation has: 

 proper arrangements in place for securing financial resilience; and 

 proper arrangements for challenging how economy, efficiency and effectiveness are secured. 
 

Guidance and regulation 

The Audit Commission closed on 31 March 2015, but the requirements in relation to the 2014/15 VfM 
Conclusion are unchanged.  Guidance is now maintained by the National Audit Office (NAO), and auditor 
compliance with the guidance is monitored by Public Sector Audit Appointments Ltd (PSAA). 

Regulation of the work of external auditors, including those of local authorities, is the responsibility of the 
Financial Reporting Council (FRC), whose Audit Quality Review (AQR) team have completed and reported 
on the reviews of public sector external audit quality for 2012/13 and 2013/14. The AQR programme in 
2012/13 included a review of our audit of Stockton-on-Tees Borough Council. AQR has reported its view 
that, in overall terms, external auditors: 

 are often reluctant to identify significant risks in relation to the VFM conclusion, despite the impact 
of austerity measures since 2010 and the resulting reduction in financial resources; and  

 are not always able to demonstrate sufficient rigour in challenging the arrangements in place at 
local authorities.  

This report seeks to demonstrate our compliance with the guidance covering our assessment, and to show 
that the conclusions set out in our 2014/15 Audit Completion Report are soundly based.  

Planning and risk assessment 

In planning our 2014/15 audit we referred to various risk factors which might indicate, for each criterion, a 
significant risk that our assessment would result in an incorrect conclusion. In this way, we can plan risk-
based procedures to ensure that sufficient work is completed to support a sound conclusion. 

In our 2014/15 Audit Strategy Memorandum we set out in some detail our understanding of the financial 
position at the Council. We reported that ongoing uncertainty on the scale of future decreases in funding 
available from Central Government, in particular following the General Election, presented a significant risk 
in respect of the financial resilience criterion.  
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We have therefore considered in detail in Section 2 how the Council approaches: 

 monitoring budgets; 

 reviewing the medium term financial plan; 

 ensuring that identified savings are being achieved; and 

 assessing the impact of budget reductions on service delivery. 
 

The rest of this report assesses the Council’s other arrangements based on the VFM criteria, and challenges 
their adequacy with a ‘reality check’ to verify their effectiveness in practice. 
 

National Context 

The Government’s 2010 Spending Review, covering the period from 1 April 2011 to 31 March 2015, has led 
to significant reductions in public spending. In its 2014 report Financial Sustainability of Local Authorities, 
the NAO reflected on the 26% reduction (excluding funding for schools and benefit claimants)  in the local 
government departmental spending limit, the further 1% reduction in 2014/15 and the 10% reduction for 
2015/16.  Changes in the funding formula have resulted in much greater cuts in predominantly urban 
boroughs like Stockton than in more affluent, rural areas. 

Subsequent spending reviews, financial settlements and budget declarations indicate that austerity is likely 
to continue for several years. The new Government intends to remove revenue support grant entirely by 
2020/21 and is committed to the need for further cuts in public spending. These funding reductions come 
at a time when demographic changes are increasing demand for services, especially social care.  

Broadly, councils have responded well to the challenges of recent years and made adequate arrangements 
to ensure financial resilience, economy, efficiency and effectiveness. However, all single-tier councils are 
making tough budget decisions and finding it increasingly difficult to protect front-line services. In this 
context the risk of auditors giving an unsafe conclusion on arrangements to secure VfM is significantly 
increased. 

Local context 

Our 2014/15 Audit Strategy Memorandum provided the context for our planning: 

 the Council manages its financial health and sustainability over the medium term for both its 
revenue and capital resources; and 

 financial monitoring reports are detailed and sophisticated, showing how reserves will be used, 
replenished and preserved to the end of 2017/2018. 

 
At the time, the net cost of services for 2014/15 was budgeted at £169.66m, with an expected £7.49m 
surplus at the year-end for use in supporting delivery of the Medium Term Financial Plan and Strategy 
(MTFPS – summarised in Appendix 1) 2015/16 to 2018/19. The long-term capital programme covered the 
period 2012 to 2018, and included approved investments and projects of £183.75m against which £96.97m 
had been spent.  

The Council had total reserves of £123.22m at 31 March 2014, including the general fund reserve of 
£8.71m. Members had agreed utilisation of existing reserves and a range of one-off resources which 
allowed investment of a further £9.81m in strategic initiatives and developments alongside other existing 
commitments, whilst maintaining useable reserves at a consistent level.  
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At the time, the MTFPS set out how the Council expected to continue delivering services and maintaining 
financial stability with a ‘budget gap’ expected to reach £24.09m by 2018/19. Within this amount, £12.91m 
of the cost reductions and savings would be met from ongoing ‘Big Ticket’ reviews of social care for adults 
and children, and of energy and waste management.  The reviews, which began in 2013, have already 
delivered significant savings from investment in new initiatives and service delivery models, which means 
that £6.70m of the 2018/19 target has already been identified.  

Other areas of service expenditure were balanced across the next two financial years but by 2018/19, 
further savings of £11.18m would need to be identified and secured alongside the remaining £6.21m from 
the ‘Big Ticket’ areas. In overall terms, in delivering the MTFPS the Council aimed to reduce service 
expenditure by a further 9.6% compared to the current year. 

Conclusion 

The 2014/15 VFM Conclusion is set out in our Audit Completion Report, which we will present to the Audit 
Committee in September 2015. The Conclusion will, however, be based on the assessment information set 
out in this report, supplemented by detailed fieldwork and evidence obtained and recorded on our 
2014/15 audit file.  
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02 Financial resilience 
 

Characteristics of proper arrangements 

The financial resilience criterion has three aspects: 

 financial governance; 

 financial planning; and 

 financial control. 

The typical characteristics of proper arrangements for these aspects, taken from the auditor guidance, are 
covered below together with our assessment of the Council’s arrangements. We also give a rating: 

 Green – Adequate arrangements identified. 

 Amber - Arrangements mostly adequate, but with some risks or weaknesses being acted on. 

 Red - Arrangements are generally inadequate or have a high risk of not succeeding. 
 

Typical characteristics of 
proper arrangements 

Our assessment of the arrangements at Stockton-on-
Tees Borough Council 

Our  
rating 

Financial Governance 

The leadership team 
clearly understands the 
significant and rapidly 
changing financial 
management challenges 
and risks facing the 
organisation and is 
taking appropriate 
action to secure a stable 
financial position. 

The Council’s future financial position, and the action 
required to secure it, is planned, controlled and 
monitored through its Medium Term Financial Plan and 
Strategy (MTFSP).  

The Plan is maintained on a rolling basis, and updated 
each quarter to reflect new challenges and 
developments. It is underpinned by well-developed and 
detailed risk management processes which specifically 
recognise and consider financial risks, and is presented to 
both the Cabinet and the Council following each update. 

The action being taken to secure the stability of the 
Council’s finances of two main types: 

 Redesigning the planning and delivery of services in 
three areas where the Council experiences high and 
growing demand, and spends large amounts. Known 
as Big-Ticket reviews, these cover the social services 
provided to children and adults, and the cost of 
energy and waste management. 

 Reducing expenditure across the Council’s wider 
services and activities, including managing staff costs 
and restricting growth in service budgets, as well as 
adopting new and innovative models for service 
delivery. 
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Typical characteristics of 
proper arrangements 

Our assessment of the arrangements at Stockton-on-
Tees Borough Council 

Our  
rating 

The chief financial officer 
is a key member of the 
leadership team. 

The Corporate Director of Resources (CDoR) is the 
Council’s chief financial officer. 

The CDoR is also the Deputy Chief Executive of the 
Council, attends and reports to both Cabinet and Council, 
Chairs one of the Big Ticket Review Boards and is also a 
key figure in the Association of NE Councils (ANEC). 

 

The leadership team 
fosters an environment 
where there is good 
understanding and 
routine challenge of 
financial assumptions 
and performance, and a 
culture of transparency 
about the financial 
position. The leadership 
team considers the 
financial skills required 
for different tiers of 
management and staff 
throughout the 
organisation actively 
develop financial literacy 
and skills. 

The leadership of the Council regularly reports on 
progress against the current year’s budget, and on the 
financial forecasts for the next four years. The formats 
used to report on financial assumptions and performance 
are well established and consistently used for reporting to 
Cabinet, which includes a member specialising in financial 
matters, and the full Council itself. 

Reporting is clear about the financial position in the 
current year and the next four, and published on the 
Council website along with the minutes of discussions. 

The Council is a complex organisation, with many 
different areas of service delivery and activity, funded 
from numerous different sources. In order to be 
comprehensive and meaningful, financial reports 
prepared for Cabinet and Council could be seen as 
similarly complex. We challenged their apparent 
complexity by preparing a simple summary of the MTFSP 
(Appendix 1), and found that all of the necessary 
information is included and internally consistent. 

We have also assessed the internal financial reporting 
environment, under which the Finance function supports 
different tiers of operational management and staff 
throughout the organisation. Reporting is regular and 
timely, and provided at varying levels of detail 
appropriate to the recipient to promote ongoing 
development in financial disciplines. 

 

There is constructive 
scrutiny and challenge on 
financial matters to 
ensure arrangements 
remain robust and fit-for-
purpose. Members 
scrutinise and challenge 
financial performance 
effectively, holding 
officers to account. 

Financial reporting is to both Cabinet and Council, with all 
reports and minutes made available to the public. The 
Executive Scrutiny Committee role includes consideration 
of ongoing financial performance, the current MTFPS 
position and progress on the capital programme.  

In 2013/14 we reviewed in detail the financial and 
governance arrangements supporting ‘Big Ticket’ savings 
schemes, including decision making arrangements, and 
concluded that these are reliable.  
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Typical characteristics of 
proper arrangements 

Our assessment of the arrangements at Stockton-on-
Tees Borough Council 

Our  
rating 

The organisation has an 
objective, knowledgeable 
and effective audit 
committee. It provides 
effective challenge across 
the organisation and 
assurance on the 
arrangements for risk 
management, 
maintaining effective 
internal control, and 
reporting on financial 
and other performance 

The Council has had an Audit Committee in place for 
many years. Meetings are held quarterly, and its role 
includes: 

 scrutiny of internal and external audit; 

 arrangements for maintaining effective internal 
control; 

 ongoing review of the Corporate Risk Register and 
changes in the Council’s key risks; and 

 review of the statutory financial statements and the 
Annual Governance Statement. 

The Committee has formal Terms of Reference and a 
clear statement of purpose, both agreed by the Council. 
The Chair publishes an annual report assessing the 
Committee’s role and effectiveness, the most recent 
being presented in February 2015. 

 

Financial Planning 

Medium-term financial 
planning and annual 
budgeting reflects the 
organisation’s strategic 
objectives and priorities 
for the year, and over the 
longer term. The 
organisation has 
reviewed and updated its 
longer-term strategy and 
MTFP in light of the 
current economic 
climate. 

The Council’s strategic objectives are defined in its 
Council Pan, the current version covering the period 
2015-18. This sets out the overall ambitions and priorities 
of the Council and charts the objectives, key actions and 
outcomes it aims to deliver along with the measures of 
success that will be used to challenge and monitor 
progress. The financial implications of the Plan are 
predominantly through capital investment, which is 
included in the MTFPS and budgeting processes. 

At each iteration, the MTFPS sets out the changes that 
impact the overall financial strategy, budget and 
forecasts, including in recent updates: 

 the economic climate, which is also separately 
reported regularly to Cabinet. Between 2010/11 and 
2015/16, the MTFPS reports a reduction of £52m in 
funding, 42% in cash terms. The Council’s overall 
budget has reduced by 30% in five years, during which 
staff numbers reduced by 700; 

 changes to the administration of local taxes, including 
business rate appeals; and 

 the outcomes of Big Ticket and Efficiency, 
Improvement and Transformation (EIT) reviews which 
indicate shifts in demand or other important trends. 
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Typical characteristics of 
proper arrangements 

Our assessment of the arrangements at Stockton-on-
Tees Borough Council 

Our  
rating 

The organisation 
understands its sources 
of income and the risks 
arising from these, and 
has reviewed its 
approach to fees and 
charges to ensure it 
achieves VFM Value for 
Money. 

The Council understands its prime sources of income as 
being from central Government Grants and local taxation. 
National developments which might affect these sources, 
and the risks arising, are clearly considered in each 
update of the MTFPS. 

For the income it generates from fees and charges, the 
Council reviews its approach for each service when 
carrying out its EIT, Big Picture and Big Ticket reviews.  

 

Financial and corporate 
planning processes are 
integrated, link to risk 
management 
arrangements, and 
incorporate strategic 
planning for other 
resources including the 
capital programme and 
workforce planning. The 
organisation's treasury 
management 
arrangements ensure it 
has sufficient cash to 
meet its needs - 
achieving a balance 
between security, 
liquidity and yield. 

There are clear links between the Council Plan and 
MTFPS, both of which are supported by well-established 
risk management processes that cover both operational 
and financial risks. The capital programme is included in 
all three of these fundamental governance processes. 

Workforce planning is a big contributor in reducing the 
cost base of the Council, which froze changes to terms 
and conditions several years ago under the MTFPS. 
Further savings are based on Big Ticket EIT reviews of 
services which allow reductions to be targeted where 
they will have the smallest adverse impact. 

The Treasury Management Strategy is approved annually 
by Council as part of the MTFPS and budget setting 
processes. The Council has high levels of investment and 
comparatively low borrowings, which mean that expert 
advisors are engaged to ensure optimum balance 
between the security of assets and the earnings obtained. 

 

The organisation uses 
financial modelling to 
assess likely impacts on 
financial plans and 
required savings for 
different scenarios, and 
to help ensure short-
term fixes are not 
achieved at the expense 
of long-term 
sustainability. 

The MTFPS clearly sets out the Council’s approach to 
financial planning as being the cautious review and 
appraisal of existing processes and services, in order to 
redesign future service delivery to ensure longer term 
financial sustainability. 

Our 2013/14 review of the financial and governance 
arrangements supporting ‘Big Ticket’ savings schemes 
included an example of the financial modelling 
undertaken to support decision making on innovative 
service developments. We found that the models were 
properly developed and protected the Council from 
exposure to financial risks.  

Other significant financial modelling has been 
demonstrated during development of business cases for 
invest to save schemes, such as those for Empty Homes 
and Street Lighting. 
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Typical characteristics of 
proper arrangements 

Our assessment of the arrangements at Stockton-on-
Tees Borough Council 

Our  
rating 

The organisation models 
key expenditure drivers, 
sources of income, 
revenue consequences of 
capital and resource 
requirements and 
balances. The 
organisation uses 
different planning 
assumptions and 
considers the impact on 
financial plans. 

The MTFPS clearly sets out the Council’s approach to 
longer term financial planning as being based on appraisal 
and redesign of services under Big Ticket and EIT reviews, 
which include assessment of demographic and demand 
trends. One recent example of specific reporting covered 
the sufficiency of childcare services in the Borough. Each 
iteration of the MTFPS considers the impact of recent 
changes to central funding regimes, and includes the 
capital programme in the medium term.   

As part of our work we explored the processes that 
support the MTFPS reporting at Cabinet and Council level. 
We discovered complex and detailed processes of 
financial management, budgetary control and modelling, 
which are brought together to ensure planning and 
decision making are based on the best information 
available. Coupled with regular quarterly updates, this 
means the MTFPS avoids the need to present several 
different scenarios. 

 

The organisation 
operates within a level of 
reserves and balances, 
approved by members, 
and appropriate to the 
strategic, operational and 
financial risks it faces. If 
the organisation is not at 
its target level for 
balances, there is 
planned action in place 
to achieve this, taking 
account of any associated 
risks to the council's 
financial position and 
delivery of its priorities. 

The Council maintains a reasonable General Fund balance 
at £6.8m.  However, careful financial management over 
many years has enabled it to build up a very strong level 
of earmarked reserves. These are set aside for specific 
plans, investments and projects, but also offer potential 
flexibility and enable the Council to manage its financial 
position more effectively over the medium and longer 
term. 

The level of General Fund balances are reviewed in 
December each year and approved annually by Cabinet 
and Council as part of the MTFPs and budget setting 
processes.  

The unplanned use of reserves during the year is 
controlled and approved as part of the quarterly 
performance and MTFPS updates to Cabinet and Council. 

 

The organisation gives 
due regard to its ability 
to deliver its statutory 
responsibilities when 
considering its short-, 
medium- and long-term 
financial plans. 

The Council views its statutory responsibilities as being at 
the heart of what it does, and has not compromised these 
in its financial planning. 

The leadership team is confident that the current savings 
plans meet statutory responsibilities. The legality of all 
proposals is considered by the Monitoring Officer and the 
Council has been cautious at avoiding schemes where 
implementation involves risk of non-compliance. 
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Typical characteristics of 
proper arrangements 

Our assessment of the arrangements at Stockton-on-
Tees Borough Council 

Our  
rating 

Financial Control 

Financial monitoring and 
forecasting is fit-for-
purpose and accruals 
based, helping to ensure 
a clear link between the 
budget, in-year forecasts 
and year-end position. 
The organisation analyses 
and extrapolates relevant 
trends and considers 
their impact on the 
projected final out-turn. 
Forecasts are subject to 
risk and sensitivity 
analysis and 
management takes 
timely action to address 
any budget pressures, for 
example by taking 
corrective action to 
manage unfavourable 
variances or by revisiting 
corporate priorities. 

We have explored in detail the financial planning, 
management and modelling processes that the Council 
has in place for budgetary control and maintaining the 
MTFPS.  

Budgetary control is automated in the accounting system 
at cost-centre level, allowing preparation of 
comprehensive, timely and helpful financial information 
to be provided to the range of user audiences. Internal 
budgetary control operates on a monthly cycle, allowing 
action to be taken from an early point where pressures 
arise. 

An additional financial monitoring and reporting process 
supports the work of the management boards of the 
three Big Ticket service areas, helping to provide timely 
information on savings and pressures to inform 
forecasting for the updates of MTFPS. The regularity with 
which the MTFPS is updated and reported means that 
decisive action can be planned and approved quickly 
where necessary. 

 

The organisation has a 
good recent record of 
operating within its 
budget with no 
significant overspends. 

Budgetary control and monitoring processes ensure that 
timely action can be taken where financial pressures 
emerge. 

The Council has always set a balanced budget, and there 
have been no significant overspends even while 
generating savings and cost reductions under the MTFPS. 

 

The organisation's cash 
flow management 
arrangements ensure it 
has access to the 
required amount of cash 
at the right time, while 
achieving VFM Value for 
Money. These include 
actively managing risks 
associated with these 
activities. 

The Council has high levels of cash which require 
continuous management and monitoring under the 
Treasury Management Strategy. 

Managing such levels whilst preserving day-to-day 
operational Cashflow and optimising earnings means that 
the Council utilises specialist advisors to complement the 
strong in-house skills and experience in this area. 
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Typical characteristics of 
proper arrangements 

Our assessment of the arrangements at Stockton-on-
Tees Borough Council 

Our  
rating 

The organisation keeps 
under consideration the 
security, liquidity and 
yield of investments in 
line with the CIPFA Code 
on Treasury 
Management. In 
particular organisations 
consider current market 
conditions to manage 
actively counterparty and 
interest rate risks in line 
with their approved 
Treasury Management 
strategy. 

 

The Treasury Management Strategy is refreshed and 
updated annually for Council approval. It aims for prudent 
and effective management with an appropriate balance 
focused on the security of funds, liquidity and yield.   

Performance of the Treasury Management function is 
reported to the Audit Committee each year, including 
demonstrating compliance with the CIPFA Code of 
Practice. 

 

The organisation sets and 
monitors challenging 
targets for the collection 
of material categories of 
income and arrears 
based on age profile of 
debt. Where targets are 
not being met, the 
organisation takes 
appropriate corrective 
action during the year to 
achieve the targets. 

The Council monitors Council Tax and NDR collection 
among the targets and performance indicators in the 
Council Plan 2014 to 2017. Targets have been met for 
both taxes every year. 

The most recent benchmarking and comparison 
information available in the PSAA VfM profile for the 
Council shows that, when compared to all other unitary 
councils, it is: 

 above average for Council Tax collection; and 

 in the top 20% for NDR collection. 

For other income, the Council has consistent debtor 
levels, and no significant write-offs. 

 

The organisation 
monitors its key financial 
ratios, benchmarks them 
against similar bodies 
and takes action as 
appropriate. 

In preparing updates to the MTFPS, setting annual 
budgets and reviewing individual services, the Council 
makes use of a range of benchmarking and comparative 
information which is obtained from national, regional and 
local sources. 

Appendix 2 to this report shows some key comparisons 
from the current PSAA VfM profile, including our 
challenge to the Council on its understanding of the 
indicators for which it is classed as an outlier.  
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03 Securing the 3 Es 
 

Characteristics of proper arrangements 

The economy, efficiency and effectiveness criterion has two aspects: 

 prioritising resources; and 

 improving efficiency and productivity. 

Characteristics of proper arrangements for these aspects are covered below, together with our assessment 
of the Council’s arrangements, using the same rating model as in Section 2: 

Typical characteristics 
of proper 
arrangements 

Our assessment of the arrangements at Stockton-on-Tees 
Borough Council 

Our rating 

Prioritising Resources 

The organisation has in 
place strong leadership 
and the capacity to 
deliver the scale of the 
spending reductions 
required of it. It is 
reviewing its strategic 
priorities and the cost-
effectiveness of its 
activities. It is adopting 
a strategic approach to 
identifying cost 
reductions and 
challenging spending 
and investment 
decisions. It is taking a 
rational view of its 
priorities and of the 
short- medium- and 
longer-term 
opportunities for 
savings. 

The Council has a strong and stable leadership team, and 
there were no significant changes to the political 
environment in the recent General Election which might 
adversely affect this. We meet regularly with senior 
management, and can conclude that there is still sufficient 
capacity in the organisation to tackle the financial 
challenges the Council faces. 

Strategic objectives are defined in the Council Pan 2015-18. 
This sets out the overall ambitions and priorities of the 
Council and charts the objectives, key actions and 
outcomes it aims to deliver along with the measures of 
success that will be used to challenge and monitor 
progress. 

The MTFPS supports the Council Plan with a planned 
approach to meeting identified gaps in the budget over the 
next four years. The main driver of cost reductions and 
savings opportunities is from the appraisal and redesign of 
services under the Big Ticket and EIT reviews which have 
already identified over £34 million in savings and remain 
central to future financial sustainability.  

From 2015/16, implementation of the Big Picture 
programme will extend the reach of the EIT methodology 
to a range of new services. 
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Typical characteristics 
of proper 
arrangements 

Our assessment of the arrangements at Stockton-on-Tees 
Borough Council 

Our 
rating 

Where appropriate, 
there is input from or 
consultation with a 
wide range of local 
people. This includes 
those who use or are 
likely to use services 
provided by the 
Council, and those 
appearing to the 
Council to have an 
interest in any area 
within which the 
Council carries out 
functions. These 
people include front-
line staff, local 
residents, the 
voluntary and 
community sector and 
representatives from 
small business to 
identify local priorities 
for spending.  

The Council consults local people on many aspects of our 
service planning and delivery. There is a specific area of the 
Council website devoted to this issue, setting out its 
philosophy that consultation is crucial in helping it make 
decisions affecting the Borough and the key role 
consultation plays in informing and influencing decision 
making. 

The Council has a Consultation Strategy, available to the 
public, which sets out its approach to consulting with local 
people, as well as establishing the processes by which the 
process will be managed and evaluated. The website also 
publishes current and closed consultations. 

Service reviews, such as those for Children, Education and 
Social Care Delivery Arrangements, Development and 
Neighbourhood services and Local Policing also show that 
staff at all levels are routinely involved, alongside a range 
of other external stakeholders.  

 

 

There is a willingness 
to challenge the 
existing approach to 
managing the 
organisation and 
delivering its services, 
including consideration 
of whether delivery of 
these services is best 
through in-house, 
outsourced or shared 
service arrangements. 

The Council’s willingness to challenge traditional service 
delivery models is central to the Big Ticket and EIT reviews 
of services in recent years and over the medium term. This 
can best be demonstrated in outcomes such as: 

 the creation of a limited liability partnership with a 
private sector partner to provide residential and 
education services for looked after children in the 
Borough, saving £600k per annum from 2016/17; 

 outsourcing the running of leisure centres to Tees 
Active, a charitable social enterprise, which has 
operated successfully since 2004; and  

 creating a shared IT service in partnership with a 
neighbouring local authority which has generated 
savings of £13.6 million in its first ten years. 
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Typical characteristics of 
proper arrangements 

Our assessment of the arrangements at Stockton-on-
Tees Borough Council 

Our rating 

Decisions on cost 
reductions and 
prioritising resources are 
based on robust 
information on needs 
and on the costs it incurs 
in delivering its services 
and activities, including 
back-office functions, 
and the drivers that 
influence or change 
these costs. Options 
appraisal and scenario 
analysis or similar 
techniques, are used 
effectively to evaluate 
proposals for, and the 
impact of, spending 
reductions, setting out 
risks, external factors 
and whole-life costs or 
benefits. The 
organisation is able to 
justify any areas of 
spending which are 
higher than at 
comparable bodies. 

The majority of the cost reductions sought under the 
MTFSP over the next four years are from the three Big 
Ticket reviews constituted in 2013. Each has a managing 
board that meets regularly and includes financial and 
operational disciplines. In 2013/14 we reviewed the 
financial and governance arrangements supporting Big 
Ticket savings schemes, including decision-making and 
procurement, and concluded that they were robust and 
did not expose the Council to unnecessary risk. 

Other services reviews to date have followed the EIT 
methodology that has been in use for some years. Again, 
these are formally managed projects with agreed terms of 
reference and reporting arrangements. 

A new programme of service and process reviews was 
agreed in July 2015 as a means of identifying the savings 
needed to close the budget gap (Appendix 1). Termed the 
Big Picture programme, these reviews will not be 
confined to back office efficiencies but will aim to reshape 
frontline services.   

The process for updating the MTFPS, which selects 
services and process for review, is driven in part by the 
use of benchmarking and comparative information from a 
range of National (including the PSAA VfM Profile shown 
in Appendix 2), Regional and local sources. 

 

The organisation uses 
cost and performance 
information to assess 
the impact of spending 
decisions and monitor 
the delivery of savings 
plans, for example to 
ensure spending cuts are 
not having a damaging 
impact on service quality 
and performance in 
priority areas. 

Financial performance including progress on Big ticket 
schemes items is monitored on a monthly basis and 
formally reported to Cabinet and Executive Scrutiny on a 
quarterly basis. We have explored in detail the financial 
planning, management and modelling processes that the 
Council has in place for Big Ticket and the MTFPS, and 
concluded that comprehensive, timely and helpful 
financial information is provided, appropriate to the user 
audiences. 

The Policy and Performance team undertakes ongoing 
monitoring of performance against the objectives and 
targets included within the Community Strategy, Council 
Plan and services’ Performance Improvement Plans. 
Progress against outcomes and targets are reported to 
Cabinet and Executive Scrutiny every quarter. 
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Typical characteristics of 
proper arrangements 

Our assessment of the arrangements at Stockton-on-
Tees Borough Council 

Our rating 

The resources at the 
disposal of relevant 
partnerships are clearly 
understood, and the 
organisation considers 
the impact of proposed 
cost reductions in one 
area on other internal 
services and 
departments, and on 
external bodies. The 
organisation is actively 
managing the potential 
impact of resource 
changes and reductions 
on its ability to continue 
to operate effectively, for 
example where there are 
losses of key staff. 

The Council’s key partner in service delivery is the local 
NHS, with whom it continues to work in partnership on a 
range of joint initiatives, including establishment of a 
formal agreement for a £14.4m pooled budget to 
implement the Better Care Fund from 2015/16.  

The MTFPS recognises that in redesigning the 
organisation and services in the coming years , the 
Council will look very different, and inevitably be smaller. 
There are established policies for consultation and 
change management, and the ‘Shaping a Brighter Future’ 
programme was established to support and develop staff 
to help them to meet the challenges the Council was 
facing. The Council also recognises in the MTFPS that 
delivering the programme, alongside many other 
competing developments, involves a significant workload 
for senior management. One of the lessons from Big 
Ticket reviews has been that dedicating senior capacity 
improves progress and outcomes. A review of senior 
management is therefore being undertaken which 
proposes a phased reduction in numbers to ensure 
capacity, knowledge and expertise is retained to deliver 
the extensive change programme. 

 

A good track record exists 
of identifying and 
challenging areas of high 
spending, and of effective 
action to deliver cost 
reductions. There are 
proven arrangements in 
place to monitor the 
implementation and 
impact of action to 
reduce spending. 

The Council has secured savings of £34m over five years, 
whilst preserving service quality and continuing to meet 
financial and performance targets. 

The majority of the savings required under the MTFPS 
will be delivered from the three Big Ticket reviews, which 
were targeted at the service areas involving highest cost.  

The Council uses a range of a range of National, Regional 
and local benchmarking and comparative information to 
develop its plans. There are very few VfM indicators 
where the Council is considered an outlier, as set out in 
Appendix 2. 

We have explored the financial planning, management 
and modelling processes that the Council uses for the Big 
Ticket boards and MTFPS monitoring, and concluded that 
it provides reliable information appropriate to the user 
audiences. 
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Typical characteristics of 
proper arrangements 

Our assessment of the arrangements at Stockton-on-
Tees Borough Council 

Our rating 

Improving Efficiency and Productivity 

The organisation has 
access to good quality 
and timely comparative 
information on costs and 
performance, which it 
uses to evaluate options 
and plans for efficiency 
savings. The organisation 
has a record of producing 
and using robust 
information and data on 
unit, transaction and 
whole-life costs. 

In preparing updates to the MTFPS, setting annual 
budgets and reviewing individual services, the Council 
makes use of a range of benchmarking and comparative 
information which is obtained from national, regional 
and local sources, such as: 

 The PSAA VfM profile, updated in July 2014=5 and 
used in updating the July 2015 update of the MTFPS; 

 North East Regional Benchmarking report on Adults 
and Children’s services; and 

 Detailed ongoing work by the Finance function on 
benchmarking administrative and support services 
with other local councils and those similar in size and 
complexity.   

 

 

Costs and productivity of 
key services are 
consistent with or better 
than other organisations 
providing similar levels 
and standards of services, 
allowing for relevant local 
factors and priorities. The 
organisation makes use of 
comparative and 
benchmarking 
information to increase 
self-awareness and 
improve efficiency and 
productivity. It is working 
with partners, other 
service providers and 
external sources of 
support to improve its 
processes, costs and 
outcomes. There is 
evidence of improved 
productivity in recent 
years. 

In preparing updates to the MTFPS, setting annual 
budgets and reviewing individual services, the Council 
makes use of a range of benchmarking and comparative 
information which is obtained from national, regional 
and local sources 

Based on our analysis of the detailed PSAA VfM Profile 
the Council compares well in terms of overall VfM, being 
around or below the average for almost all indicators. 
There are very few measures for which the Council is 
classified as an outlier, and as shown in Appendix 2, 
fewer still that specifically reflect financial indicators 
relevant to VfM. 

The processes applied to reviewing activities, redesigning 
services and reshaping the Council to ensure financial 
stability are all ongoing via EIT, Better Care Fund, Big 
Ticket and Big Picture programmes. Partners in the 
public, private and third sectors are all vital elements, 
and are, necessarily, all closely involved.    
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Typical characteristics of 
proper arrangements 

Our assessment of the arrangements at Stockton-on-
Tees Borough Council 

Our rating 

The organisation 
considers alternative and 
innovative approaches to 
delivering services to 
achieve efficiencies while 
keeping services at a level 
that will satisfy local 
people. It also considers 
the potential to manage 
the demand for services, 
and is seeking and 
evaluating new ways of 
delivering services and of 
improving efficiency, for 
example: 

 use of business 
process re-
engineering 
techniques, to 
improve processes 
and structures; 

 use of shared 
services; 

 increased use of 
collaborative 
procurement; 

 rationalisation of 
asset use; or 

 working in 
partnership with 
bodies in other 
sectors, including the 
voluntary sector. 

The Council’s Big Picture programme will explore the use 
of technology to promote efficiency, by reducing 
processing and other support needed. It also involves 
continuing to use the LEAN methodology to review a 
series of activities and services set out in the MTFS. 

The Big Ticket reviews involve service-wide redesign in 
areas of greatest demand and growth, and the Council 
has a proven record in developing new ways of delivering 
services, including: 

 the shared IT service, Xentrall, in partnership with 
another local authority; 

 Formal agreement for the delivery of the Better Care 
Fund with the local NHS; 

 outsourcing the running of leisure centres to a 
charitable social enterprise, which has operated 
successfully since 2004; and 

 creation of a limited liability partnership with a 
private sector partner to deliver services to 
vulnerable children , following collaborative 
procurement.      

Local authorities in the Tees Valley work together on a 
range of matters, most notably in Tees Valley Unlimited, 
the Local Enterprise Partnership. During 2014/15 the 
authorities collectively won the contract to provide 
probation services in the area, the only such successful 
public sector bid. They also demonstrate a proven track 
record and national reputation for working in 
partnership to secure investment such as the City Deal, 
the Tees Valley’s Strategic Economic plan and well-
publicised Regional Growth Fund and Local Growth Fund 
successes. 

 

The organisation is 
setting itself challenging 
targets, and is working 
with others to achieve its 
priorities. Achievement of 
priorities is monitored 
and the risk and impact 
on the organisation's 
financial position of non-
achievement is actively 
managed. 

Strategic objectives are defined in the Council Pan 2015-
18. This sets out the overall ambitions and priorities of 
the Council and charts the objectives, key actions and 
outcomes it aims to deliver along with the measures of 
success that will be used to challenge and monitor 
progress. 

Performance against the indicators set out in the Plan is 
reported quarterly to Cabinet and the Council (below).  
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Typical characteristics of 
proper arrangements 

Our assessment of the arrangements at Stockton-on-
Tees Borough Council 

Our rating 

The organisation has a 
robust approach to 
evaluating options for 
making efficiencies, 
including considering the 
short-, medium- and 
long-term impact, and is 
ensuring input from 
front-line staff. There are 
strong monitoring 
arrangements to ensure 
planned efficiencies are 
achieved, and to 
understand the impact on 
services and on 
performance. 

In 2013/14 we reviewed the financial and governance 
arrangements supporting Big Ticket savings schemes, 
including decision-making, and concluded that they were 
robust and did not expose the Council to unnecessary 
risk. Big Ticket boards include operational representation 
from different staff tiers, and the Council conducts 
regular surveys and consultation with its staff.  

We have explored the financial planning, management 
and modelling processes that the Council uses for the Big 
Ticket boards and MTFPS monitoring, and concluded that 
it provides reliable information appropriate to the user 
audiences. Performance against service delivery targets 
and priorities is also monitored and reported regularly. 
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  04 Reality Check 

 

Introduction 

In order to contextualise the assessments against the Audit Commission criteria, we refer to a range of 
other information which enables consideration of whether the arrangements in place and evidenced in 
Sections 2 and 3 are effective in practice. We refer to this as our ‘reality check’.  

The work of other Regulators 

The work of other regulators can provide an indication of whether the arrangements are operating 
effectively in practice. In other words, are we concluding that proper arrangements have been put in place, 
at the same time that other, perhaps more expert, regulatory bodies are reporting something different?  

We have reviewed relevant activity by the Local Government Ombudsman and OFSTED, the Council’s main 
regulatory bodies, and concluded that there is no evidence of issues affecting VfM at the Council: 

 The Ombudsman upheld less than 10 per cent of the complaints made against the Council, none of 
which concerned VfM; and 

 OFSTED have not carried out any relevant inspections or published any reports during the year. 

Value for Money indicators 

We have covered, in Sections 2 and 3, the arrangements the Council has to challenge the VfM it secures by 
comparing and benchmarking itself with similar organisations. As part of our reality check, we look beyond 
the arrangements to the comparisons themselves, to gauge whether there is evidence of poor local 
outcomes. 

In Appendix B we set out a selection of relevant Financial Resilience indicators, taken from the VfM Profile 
for the Council published on the PSAA website. These show the Council compared to its ‘nearest 
neighbours’ grouping, comprising other local authorities with relatively similar characteristics to Stockton. 
The indicators in Appendix B do not support a conclusion that, despite the arrangements the Council has 
put in place to secure VfM, it is not delivering VfM in practice. 

The PSAA profile also provides a list of indicators for which the Council is an ‘outlier’.  For the profile data 
updated in July 2015, we have included the indicators related to VfM for which the Council is an ‘outlier’ in 
Appendix B. We challenged the Council to respond on each of these indicators, and have recorded a 
commentary on action taken in that area, or other explanation. For the indicators selected, the Council is 
able to provide satisfactory responses which do not conflict with our other assessment work.  

Section 151 Officer’s Assessment 

The Local Government Act 2003 requires the Council’s Section 151 Officer (your Director of Corporate 
Resources) to report annually on: 

 the robustness of estimates used in setting the budget; and, 

 the adequacy of proposed reserves. 
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This self-assessment informs our assessment of financial resilience. The Director of Corporate Resources 
reported to Council and Cabinet on 20 February 2015 that the budget for 2015/16: 

 represents a robust budget which has been prepared in line with best practice, 

 provides adequate working balances at 3% of general fund, and 

 includes controlled reserves and provisions that are adequate for their purpose. 

The Revenue Budget 2015/16 considered by the Council includes the following: 

 background and context (the current approved MTFP, National Context, and approach to Savings); 

 financial position at December 2015 (for each service, and the level of general balances); 

 Big Ticket Update (for each area, including a summary of pressures and savings); 

 Council Tax Levels (including more detail in an appendix); 

 Updated MTFPS (covering Government funding, collection of Council Tax and NNDR, Council Tax 
Increases, Amendments to MTFP, Better Care Fund); 

 Reserves and one-off funding (Transformation Reserve, one-off resources secured and applied); 

 Capital Programme (with more detail given in Appendices); 

 Business Rate Relief Scheme for the Borough; 

 Organisational Capacity (the Shaping a Brighter Future scheme, and Pay Policy Statement); 

 Precept Levels (for the Council, Police, Fire, and Parishes, and the overall tax position); and 

 Treasury Management Strategy (including more detail in an appendix). 

These are all appropriate factors to consider in budget setting and financial planning, all being referred to 
in Section 2, and all clearly reported.  The MTFPS summary in Appendix A is taken directly from the MTFSP 
and subsequent updates, demonstrating that the reporting is comprehensive and transparent. 

Performance Indicators 

Having considered in Section 3 how the Council monitors and reports on its performance, we have also 
looked at the outputs from these processes as part of our reality check. The Performance Outturn Report 
for 2014/15 was reported to the Council in July 2015, and is structured around a ‘basket’ of performance 
indicators for each of the themes agreed as part of the Council Plan 2014-17: 

 Economic regeneration and transport; 

 Environment and housing 

 Community safety 

 Children and young people 

 Health and wellbeing 

 Stronger communities; 

 Adults; and 

 Arts, leisure and culture. 
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The report also covers organisational and operational effectiveness by including details of information 
requests and complaint handling, customer satisfaction surveys and consultations.  

The report for 2014/15 shows a mixed picture of performance, with 61 per cent of the indicators showing 
the achievement of the targets set compared to 67 per cent in 2013/14. A readiness to report positive and 
negative outcomes is demonstrated, with each theme’s performance summarised. Areas of good 
performance and key achievements for each Council Plan theme are included alongside details of those 
areas where there has been slippage against targets, along with explanations of underlying factors and 
proposed actions to improve future performance.  

There do not appear to be significant performance issues which might affect VfM, nor any areas where 
action is not proposed or being taken to meet what the Council considers to be the ‘ambitious’ targets it 
sets itself to help drive its aspirations for the Borough and its people.  
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Appendix A Medium Term Financial Plan and Strategy 
Background 

The Medium Term Financial Plan and Strategy (MTFSP) is the product of complex and sophisticated financial planning processes, and much of the reported 
output is similarly detailed. For the purposes of our assessment, the summarised position at 31 July 2015 is shown below.  

Core 2015/16 Directorate Budgets 
2015/16 

£’000 

2016/17 

£’000 

2017/18 

£’000 

2018/19 

£’000 

RSG (Inc LCTS Funding) 30,146  23,135  16,674  10,479  

Retained NNDR (less Tariff) 39,119  35,697  40,849  42,251  

Council Tax 69,851  72,077  74,227  76,295  

New Homes Bonus 3,871  4,662  4,682  4,923  

Social Care Reform 1,051  1,051  1,051  1,051  

Better Care Fund 4,615  6,615  6,615  6,615  

Public Health 14,470  14,933  14,933  14,933  

Projected Income each year 163,123  158,170  159,031  156,547  

Budgeted and estimated spending on Council services 164,478  165,744  166,036  167,436  

Savings required to contain spending in the 3 Big Ticket areas at their current level 9,142  9,998  11,282  12,906  

Projected expenditure each year 173,620  175,742  177,318  180,342  

Forecast Outturn  -10,497  -17,572  -18,287  -23,795  

 -6.0% -10.0% -10.3% -13.2% 
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The table above quantifies the reductions in expenditure the Council predicts it will need to make over the next four financial years, as far as it is able to do so 
at the time. The way it anticipates this will be delivered, the Council’s MTFSP, is shown below. 

Measures identified at 31 December 2015 
2015/16 

£’000 

2016/17 

£’000 

2017/18 

£’000 

2018/19 

£’000 

Required savings -10,497  -17,572  -18,287  -23,795  

Useable GF Surplus from 2014/15 1,355 6,100 0 0 

Recurrent ‘Big Ticket’ savings identified to date 5,540 6,250 6,650 6,696 

Non-recurrent ‘Big Ticket’ savings identified 2,789 0 0 0 

Remaining ‘Budget Gap’ -813 -5,222 -11,637 -17,099 

Additional savings to be sought from ‘Big Ticket’ areas 813 1,600 3,400 4,700 

Savings to be sought from non-‘Big Ticket’ service areas savings programme 0 3,540 8,145 12,445 

 0.5% 2.9% 6.5% 9.5% 
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Appendix B PSAA Value for Money Profile 
Background 

The development and maintenance of Value for Money Profiles has transferred to Public Sector Audit Appointments Limited (PSAA) with the closure of the 
Audit Commission. The content has been designed to help members and people who work for councils understand the costs of delivering local services, and 
to take an overview of comparative spend and performance over time and relative to others. The profiles build up an overall picture of an authority’s 
financial position, and its spend and performance across key service areas. The profiles are structured into three levels starting with a broad overview which 
highlights key measures of spending and the overall financial position of the organisation. Profiles are freely available from the PSAA website at: 
http://VfM.psaa.co.uk/nativeviewer.aspx?Report=/profiles/VFM_Landing  

Comparator Group 

The Institute of Public Finance (IPF) developed the nearest neighbours' model to aid local authorities in comparative and benchmarking exercises. The 
indicator comparisons below show Stockton-on-Tees BC among the 15 other councils with the most similar nearest neighbour profile in 2014. 

Statistical nearest neighbours 2014 

Barnsley MBC City of Wakefield MDC Dudley MBC Rotherham MBC 

Bolton MBC Darlington BC Gateshead MBC St Helens MBC 

Borough of Telford and Wrekin Derby City Council Halton BC Stockton-on-Tees BC 

Calderdale MBC Doncaster MBC Medway Council Warrington BC 

 

Financial Resilience indicators 

Councils face significant challenges in managing the implications of the current economic climate. Central government funding is reducing and there is limited 
scope to increase Council Tax levels. This section of the profiles includes indicators relating to the Council's financial position and includes data on sources of 
income, reserves, assets and liabilities. These elements of the VFM Profile are the most directly relevant to our VFM conclusion, though the way in which the 
Council benchmarks and compares its performance across a much broader range of activity is also a fundamental part of our assessment. The information 
used to derive these comparisons was updated in July 2015. 

 

http://vfm.psaa.co.uk/nativeviewer.aspx?Report=/profiles/VFM_Landing
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Definition Findings Our rating Comparison 

Usable non-school reserves to net 

current expenditure 

Shows the Council’s reserves available 

for use as a proportion of net service 

expenditure, including those earmarked 

for specific purposes. A higher ratio 

indicates the Council has a greater ability 

to fund unexpected pressures from 

available reserves. 

The Council has non-school reserves 

equivalent to 29% of gross 

expenditure compared to an average 

of 17%. 

This relatively high ratio, although 

largely committed for specific 

purposes, provides some flexibility in 

helping to manage the financial 

challenges ahead. 

 

 

 

 

 

Spend on back office services as a 

proportion of total service spend 

Back office costs (for example HR, IT and 

Finance) support front-line services and 

are a source of potential savings that 

may not impact on service users. 

Councils with a low ratio might indicate 

greater success at targeting savings, a 

corresponding indicator of financial 

resilience and Value for Money. 

However, such councils may find it 

harder to make the further savings than 

those that still have relatively high back 

office costs. 

 

The Council’s back office costs 

represent 1% of service expenditure, 

compared to an average of 11%. 

Although the Council continues to 

target administrative and support 

costs for savings, the comparison 

indicates that the source data could 

be unreliable.  

The Council is currently undertaking 

local benchmarking of administrative 

and support costs with other local 

councils and those similar in size and 

complexity. 
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Definition Findings Our rating Comparison 

Income from Sales, fees & charges as 

percentage of total spend 

 

The Council raised income from sales, 

fees and charges equal to 7% of net 

service expenditure, compared to an 

average of 9%. 

 

 

 

 
 

Percentage change in estimated 

revenue spending power compared to 

previous year 

 

The Council’s estimated spending 

power fell by 1.9% in 2014/15, 

compared to an average of 2.4% in 

similar authorities. 
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Outliers Section 

The table below shows the PSAA indicators where the Council is an outlier when compared to the selected group of nearest neighbours. Only indicators 
relevant to Value for Money (as opposed to service delivery or policy implementation) are shown, together with brief commentary on the Council’s approach 
to addressing this analysis. 

Indicator Period Rank Action 

Unit cost of adults aged 65+ including older mentally ill receiving 

residential care - own provision 

2013/14 In the 

highest 5% 

The Council has very few residential care facilities of its own, and therefore 

cannot access economies of scale that might be available to others with 

much higher levels. 

Spend on sustainable economy per head 2013/14 In the 

highest 5% 

This reflects economic regeneration being a key priority in the Council 

Plan. As such, it has a range of performance targets attached which are 

regularly monitored by Cabinet and Council. 

Spend on economic development per head 2013/14 In the 

highest 5% 

As above. 

Spend on sexual health services spend per head 2013/14 In the 

lowest 10% 

These services are now being provided in a different way, with the advent 

of the Better Care Fund (BCF), following transfer of public health 

responsibilities to the Council. The BCF has been developed in partnership 

with local NHS commissioners, based on national planning tools. 

Spend on health protection - local authority role in health 

protection (prescribed functions) per head 

2013/14 In the 

highest 5% 

As above. 

Spend on public transport per head 2013/14 In the 

highest 5% 

All of the councils in the Tees Valley share a common policy on 

concessionary fares, for which Stockton leads negotiations with service 

providers. 
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Please get in touch… 

Should you require any further information, please do not hesitate to contact: 

 

 

Mark Kirkham 

Director 

D: +44 (0)191 383 6300 

E: mark.kirkham@mazars.co.uk 

 

Martin Barnes 

Senior Manager 

D: +44 (0)191 383 6325 

E: martin.barnes@mazars.co.uk 

 

Address 

The Rivergreen Centre 

Aykley Heads  

County Durham 

DH1 5TS 

T: +44 (0)191 383 6300 

F: +44 (0)191 383 6350 

 


