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1. Purpose of this report

This report supports the Overview report presented to the
Boundary Committee on 20th January 2008

It shows a review of each response, followed by the response
itself

The summary of the outcome of these reviews is shown in the
Overview Report
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RESPONSE 1 REVIEW
Author of response

Date of response
4th December 2008

East Devon
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports presented to
the Committee on 19 November and uploaded on our website on 21 November?
Overall response
No effect on the overall conclusions

Reason
There are no specific issues raised
concerning the report
Detailed response
None required

Task C:
Advice to the Committee on the general questions that have been received not directly
relevant to the workbooks.
Issues raised
 Boundary Committee have given
no indication of their views arising
from the Consultants report
 A period of two weeks to provide
consultation responses on such
an important issue is wholly
insufficient
 financial consultants’ report is still
provisional because it is to be
subjected to an external peer
review – want to know about and
comment on the results and
conclusions



No further advice from IFC’s
needed



No further advice from IFC’s
needed



No further advice from IFC’s
needed
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RESPONSE 1
Date
Contact number:
Fax:
E-mail:
Our Reference:

4 December 2008
01395 517408
01395 517507
mwilliams@eastdevon.gov.uk
MW/JH

Your Reference:

Tim Bowden
Review Officer
The Electoral Commission
Trevelyan House
Great Peter Street
London SW1P 2HW

Dear Mr Bowden
East Devon DC’s comments on the financial consultants’ report
I enclose, under cover of this letter, a response from East Devon District Council to your financial
consultants’ report on the affordability of the draft proposal for a unitary authority for Devon.
We make these comments without prejudice to our contention – as set out in the letter of December 1,
2008, from our solicitors, Sharpe Pritchard, to the Treasury Solicitors – that this exercise cannot
comprise consultation as required by the Local Government and Public Involvement in Health Act
2007, s.6, particularly in the light of the following matters.
(i) No “interested” persons in the sense of the wider public have been (or are currently being)
consulted in any way on these reports or more generally as to the affordability criterion.
(ii) The Boundary Committee have not given any indication of their own provisional views as to
affordability. To the contrary, your email message of November 21, 2008, disavows any
suggestion that the financial consultants’ report comprises the Boundary Committee’s
provisional view. We note, in particular that “the Committee has not commented on (the
consultants’)…analysis and has not made any judgment on the information contained within
the reports. It is important to note that the conclusions in the financial consultants’ report are
not, automatically, the Committee’s conclusions in relation to this criterion.”
(iii) A period of two weeks to provide consultation responses on such an important issue is
wholly insufficient in all the circumstances and, in particular, given that it is a considerable
(and unexplained) abbreviation of the Cabinet Office 12-week guideline.
(iv) We note that the financial consultants’ report is still provisional because it is to be
subjected to an external peer review by different independent financial consultants. According
to your email message of November 21, 2008, this external peer review process will “include
an assessment as to whether the conclusions within the [financial consultants’] reports appear
to be reasonable. This will be made available on our website on completion.” We are entitled
to know about and comment on the results and conclusions of this external peer review.
contd/.......
2.
4 December 2008
Letter to Tim Bowden
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(v) This hurried attempt at “consultation” on a piecemeal “document-by-document” basis,
without allowing respondents to consider all the necessary materials at the same time and
provide an overall response, does not accord with the requirements of lawful consultation.
This response is also without prejudice to the other arguments raised in our legal challenge to the
Boundary Committee’s procedure, and treatment of the criterion of affordability, of which the
Committee are well aware and which we do not repeat here.
Finally, this response does not represent the totality of East Devon DC’s representations on the
workbooks and reports as to affordability. We have, in an attempt to be as helpful as possible,
compiled what information and representations we could within the time constraints imposed by the
Boundary Committee. We expect to have more to say by way of response, not least once the
conclusions of the external peer review have been published, and once all the materials are available
to be considered together. We therefore propose to make further representations to the Committee
and so require an extension of the deadline of December 5, 2008.
Subject, therefore, to the points made above, please find our current representations as to the
financial consultants’ reports.
Yours sincerely

Mark Williams
Chief Executive
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RESPONSE 2 REVIEW
Author of response

Date of response
4th December 2008

East Devon - affordability
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports presented to
the Committee on 19 November and uploaded on our website on 21 November?
Overall response
No effect on the overall conclusions

Reason
Each issue that has been raised has
already been considered in the process
Detailed response
criterion 2 (payback) is incorrectly
Payback is already linked to Criteria 1 categorised and should in fact be
net transitional costs –so if net transitional
considered high risk and accordingly
costs are negative, payback will be
linked with criteria 1 and 4 (net savings
negative and therefore will fail and will be
and balances respectively)
high risk.

The risk assessment of ‘high’ only applies
to those submissions that fall within a
three month period of the five year
requirement. There should be a greater
margin of error accorded to the three risk
levels
it is disappointing to note the IFC’s
concluding comment that they have ‘not
investigated this any further’ (... relating to
earmarked reserves…)relying instead on
the scale of the reserves held as at 2008
No attempt has been made to apply
sensitivity analysis to the base position, to
test the assumption that the estimates for
the 2007-08 financial year provide a sound
foundation on which to model cost

Our definition of payback covers lead up
year 2 and the next 4 years – not the 5
years from vesting day - recognising this;
we set the category for high risk for
payback within 3 months of our definition.
Whilst we have not investigated the
composition of earmarked reserves any
further, we are aware of the figures and
have to rely on the professional integrity of
the finance officers who put forward the
submission.
It must be understood that in no way is this
exercise aimed to produce a budget for
the new unitary. Many changes will take
place between now and vesting day. It is a
notional exercise using a standard year
and published data as its base.
The base year of 2007-8 was chosen as
the latest published data. The base figure
is used only to allow clear allocation where
base data is split to allow the aggregation
of the new proposed unitaries and to
provide a base against which to measure
the movements put forward in the
transitional plan. It is the same approach
that was used for the DCLG exercise,
rolled on for a further year to reflect the
later proposed implementation date.

The level of balances transferring to the
new Unitary will be significantly lower than
the sums held at 31.3.08. This position
has not been evaluated.

There will be many changes which take
place between now and 2010. Whilst
some of these may be more difficult for the
authorities to face, some may be helpful to
them - for example, if inflation falls over
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the period.
The decision regarding when to make the
implementation , if at all , will be for the
Secretary of State, who will no doubt take
many factors into consideration
Until the impact of falling incomes and
higher costs on council reserves have
been assessed it is not feasible to
determine whether the target of achieving
council tax equalisation is achievable.

See answer above

Task C:
Advice to the Committee on the general questions that have been received not directly
relevant to the workbooks.
Issues raised
 No other issues are raised on this
response
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RESPONSE 2
Devon Structural Review – Comments on the Independent Financial
Consultants’ Report by East Devon District Council – 04/12/2008
Bearing in mind the short period of time available to analyse and assess this report there are five initial
areas where appropriate comment can be made:
1) The Secretary of State’s requirements are clear in that, whatever pattern of unitary local
government the Boundary Committee advise should be established in any area, it must be
affordable. In particular ‘the transitional costs of any change must be capable of being paid
back within five years and, of particular concern to residents, all costs associated with
structural change must be met locally without increasing council tax for the specific purpose of
meeting transitional costs’.
Noting the over riding requirement for transitional costs to be met from reduced savings within
5 years I consider that criterion 2 (payback) is incorrectly categorised and should in fact be
considered high risk and accordingly linked with criteria 1 and 4 (net savings and balances
respectively). Furthermore the risk assessment of ‘high’ only applies to those submissions that
fall within a three month period of the five year requirement. There should be a greater margin
of error accorded to the three risk levels. Bearing in mind the many variables and uncertainties
regarding the transitional costs and the transitional savings the submission should be reassessed and re-categorised.
2) With regard to the Devon Unitary option the Independent Financial Consultants’ (IFC) report
advises at 10.1 (page 149) ‘...at a 15% variance the submission meets all of the affordability
criteria apart from maintaining prudent balances (criteria 4) – although the shortfall should be
manageable. All of this, however, depends upon the proposed short-term use of earmarked
reserves which, given the scale of these, seems practicable although we have not investigated
the issue any further’
Affordability is measured against 5 criteria. Each of the five criteria is risk assessed and given a
rating low, medium or high risk.
If the assessment indicates high risk in criteria 1 or 4, the whole assessment becomes High
Risk. This is because in the view of the IFC achievement of these two assessments is critical.
In view of the importance attached to the requirement to maintain adequate balances at the
end of year 1 (31.3.2011) it is disappointing to note the IFC’s concluding comment that they
have ‘not investigated this any further’ relying instead on the scale of the reserves held as at
2008.
3) The base position adopted for the affordability test is the 2007-08 financial year. This has been
modelled to test the financial position for the 4 year period 2010-11 to 2013-14.
Sensitivity analysis has been employed to gauge how sensitive the financial submission is to
changes in the estimates of additional costs and expenditure reductions. The modelling
undertaken considers the impact were estimates to be exceeded by a range of percentages.
No attempt has been made to apply sensitivity analysis to the base position, to test the
assumption that the estimates for the 2007-08 financial years provide a sound foundation on
which to model cost. No allowance has therefore been made in the case of district based
budgets for:
The reduction in interest rates from 5.75% in 2007-08 to 2% will result in a loss of
income across Devon councils upward of £15m per annum.

The effect of reduced development control/building control/land charge
incomes due to the slump in housing market and construction industry. For
East Devon alone this estimated at £0.65m
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The popularity of the national bus concessionary fares scheme, which has
seen the number of trips taken locally rise by 30% since 2007-08, and the
inadequate funding provided. The impact has been hardest on Devon districts
which are both popular as retirement areas and holiday destinations.
The rise in energy prices, the increased cost of enhanced refuse and recycling
schemes designed to meet government targets and falling prices of recyclables
as world demand for paper, tin and plastics contract.
The below inflation Revenue Support Grant settlements announced in the 3
years of the CSR07
The effects of job losses on housing benefit payments, council tax collection
rates and on homelessness budgets
In respect of the County budget similar issues will apply although (one would expect)
the impact will be proportionately greater.
4) Criteria 4 measures the expected level of ‘balances (%) over recommended level as set by
S151 officer – as at the end of year 1’
The effects of the credit crunch will see EDDC will draw on balances this year by approx £0.4m
and a further £1.4m next simply to balance our revenue budgets. We can expect to draw
similar if not larger sums to meet our capital programme as receipts from the sale of assets (in
the main council houses and land for industrial development) dry up. Other councils will be in a
similar position to us accordingly the level of balances transferring to the new Unitary will be
significantly lower than the sums held at 31.3.08. This position has not been evaluated.

5) Equalisation of Council tax
The IFC conclude ‘only one submission, Devon County, will be able to equalise at the lowest
level of council tax in place’ by year 2?
This assumption is based on the new unitary having sufficient reserves at its disposal and
producing savings in excess of transitional costs.
Until the impact of falling incomes and higher costs on council reserves have been assessed it
is not feasible to determine whether the target of achieving council tax equalisation is
achievable.

Conclusion
The IFC report has necessarily been a somewhat superficial assessment based on the workbooks as
presented. There has been no sensitivity analysis of the base position and more fundamentally no
attempt has been made to scenario assess the probable financial position that the new unitary council
will more likely find itself in given the significant change in the national and local government financial
situation.
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RESPONSE 2a REVIEW
Author of response

Date of response
17th December 2008

East Devon Further comments
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports presented to
the Committee on 19 November and uploaded on our website on 21 November?
Overall response
No effect on the overall conclusions

Reason
Most of this response relates to the use of
2007-8 base data and the fact that the
financial climate has changed. We have
dealt with this in detail in the response and
already in summary in the main report (
paragraphs 3.1.3.3, and 3.1.3.4)
Detailed response
It is not rational for the Boundary
It must be remembered that the review
Committee to rely on the data set used in
was not meant to produce a budget for the
the consultants report as the basis for any
new unitaries – what it aimed to do , and
advice to the Secretary of State
did do, was to measure whether or not the
- the financial information reviewed
submissions were likely to meet the
by the consultants is of poor
detailed affordability criteria set by the
quality and more reliable
Secretary of State. These concentrated on
information should have been
the transitional plan, the payback period,
made available to the consultants
capital funding, balances and council tax.
at the time they did their work
For this purpose a base year had to be
chosen that could be consistently applied
to the review.
The Boundary Committee wanted the
affordability exercise to mirror that used by
the DCLG for their 2007 exercise – this
used 2006-7 data as its base, whilst the
implementation data for new unitaries from
that exercise was 1/4/2009. So as the
implementation date for the Boundary
Committee exercise was 1/4/2010, for
consistency 2007-8 was used as the base
year.
2007-8 budgets were available in
electronic form when the planning of the
process was undertaken. In order to help
authorities as far as possible, the
workbooks were to be distributed with
base data prefilled, so that authorities only
needed to check this and not compile it
themselves. Even then substantial
manipulation was necessary centrally as
the published data did not split unallocated
and earmarked reserves. However, the
adjusted data pack allowed total
consistency of presentation and analysis,
as it was done centrally, and undoubtedly
saved much wasted effort in correcting
and revising data presented in different
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ways.
This in itself was a substantial task, made
more complicated by the need to increase
the submissions to allow the option of
Lowestoft being placed in either Suffolk or
Norfolk.
There has been little issue , and none of
consequence, with the accuracy of the
base data in the overall review
-

-

2007-8 budgets were used when
2007-8 actuals were available(
from September 2008)

2008-9 budgets were already
prepared

It is clear that they have not used any
figures later than the 2007-8 estimates
Sensitivity analysis has not been applied
to the base budget

Changes have taken place – tight credit
conditions, free national bus passes costs,
high energy prices and increased costs of
enhanced refuse and recycling schemes,
housing benefit payments, reduced council
tax collection and increased
homelessness lower than inflation RSG
The Boundary Committee has a public
responsibility to assess the affordability in
the light of the current national and
international market conditions and to
make use of all the financial information in
its possession
- effect of the credit crunch on interest
rates and the pension fund

2007-8 actuals are compiled by the DCLG
and were only available electronically
across the authorities in a consistent
th
analysis from 28 November 2008
Again these were only available
electronically across the authorities in a
consistent analysis from June 2008. Again
manipulation of reserves data would have
been necessary. All workbooks had to be
distributed by early July.
The workbooks specifically allowed the
updating of unallocated reserves to
1/4/2008
It was never intended that any form of
sensitivity should be applied to the base
budget. The process which is described
above meant that base budgets were a
matter of fact.
It is agreed that changes have taken
place. Some changes have reduced costs.
But a base has to be chosen for the
review to be undertaken, and this is
explained above.
The remit given to us by the Boundary
committee was specific, and we consider
we have fulfilled it.
We set out early in the process exactly
what steps we would take to fulfil our remit
and we followed those steps. We have
taken into account the financial information
which we defined early in the process as
being relevant to this exercise.
It is for the Boundary Committee to decide
whether it has fulfilled its public
responsibility. However, we would expect
that the Secretary of State would consider
the financial position of the relevant
authorities before taking a final decision
whether to implement any new unitary
structure or not.
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Task C:
Advice to the Committee on the general questions that have been received not directly
relevant to the workbooks.
Issues raised
 A re-evaluation is needed by your
consultants of the conclusions
they reached in the summary
report
 The Boundary Committee has a
public responsibility to assess the
affordability in the light of the
current national and international
market conditions and to make
use of all the financial information
in its possession

No further response needed from IFCs

No further response needed from IFCs
other than that shown above
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RESPONSE 2a

See next page
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RESPONSE 3 REVIEW
Author of response

Date of response
5th December 2008

Great Yarmouth - Financial
Consultant’s reports for
Pattern A authorities
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports presented to
the Committee on 19 November and uploaded on our website on 21 November?
Overall response
No effect on the overall conclusions

Reason
We have not been required by the
Boundary Committee to read the Great
Yarmouth workbooks
Detailed response
Reading through the report, it became
We have not been required by the
clear that no account had been taken of
Boundary Committee to read the Great
the workbooks prepared by Great
Yarmouth workbooks
Yarmouth Borough Council.

TASK B
Advice to the Committee on the general questions that have been received not
directly relevant to the workbooks.
Issues raised
 unreasonably short timescale
 No advice from IFC’s needed





inappropriate that the Boundary
Commission chose to release
these significant documents with
only a few minutes warning
have dismissed our evidence
without consideration.



No advice from IFC’s needed



No advice from IFC’s needed

To allow the various options to be
evaluated on a fair and consistent
basis, we request that the
Boundary Committee undertakes
an evaluation of the business case
and workbooks submitted to them
by Great Yarmouth Borough
Council, prior to their final
recommendation to the Secretary
of State



No advice from IFC’s needed
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RESPONSE 3
Managing Director
Town Hall
Hall Plain
Great Yarmouth
Norfolk
NR30 2QF

Mr M Caller
Boundary Committee for England
5th Floor, Clive House
70 Petty France
London
SW1H 9EX

Please ask for: Mr R W Packham
Direct Line: (01493) 846301
Fax: (01493) 846252
DX:41121 – Great Yarmouth 1
Web: www.great-yarmouth.gov.uk
Email: rwp@great-yarmouth.gov.uk
Our Ref: RWP/TK
05 December 2008

Dear Mr Caller
Financial Consultant’s reports for Pattern A authorities
I am writing in response to an e-mail from William Morrison dated 21 November 2008, providing links
to the summary reports prepared by your financial consultants, and inviting responses by the 5th
December 2008. Given the complexity of and the contradictions contained within the reports, this
appears an unreasonably short timescale – a view which I believe was upheld by the High Court.
In addition we consider it inappropriate that the Boundary Commission chose to release these
significant documents with only a few minutes warning on a Friday afternoon.
At Great Yarmouth Borough Council we are extremely disappointed that despite having chosen to
engage in the LGR process in a positive and constructive way you appear to have dismissed our
evidence without consideration.
Senior Officers from Great Yarmouth Borough Council met with two committee members and staff
from the Boundary Committee on the 5th August 2008, to explore the Council’s willingness to develop
a business case for the Pattern A authorities. At this and subsequent meetings, the impression was
given that this approach would be welcomed.
At the meeting, the Council outlined a course of action in respect to preparation of the financial
workbooks for the Pattern A authorities. Norfolk County Council had been appointed the lead
authority for the Pattern A authorities, and it was suggested that Great Yarmouth Borough Council
would work closely with the County Council to develop the financial workbooks. Any differences of
opinion would be highlighted separately, and submitted to the Boundary Committee as part of the
Great Yarmouth Borough Council submission supporting the Pattern A authorities. At the meeting no
indication was given that this course of action was not acceptable, nor was any suggestion made that
Great Yarmouth Borough Council might wish to take on the role of lead authority.
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The Council continued to work with the County Council in preparing the workbooks, attending all the
consultation meetings, and providing all the information requested. However, it soon became
apparent that the County Council were concentrating resources almost exclusively on the Unitary
Norfolk option, and that any other option would be given little or no priority. This is evidenced both by
the fact that no completed workbooks were shared with the district councils for the Pattern A or
Pattern B authorities until the week in which they were required to be submitted, by which stage the
opportunity for constructive input was lost.
Recognising that the workbooks being prepared for the Pattern A authorities would not be sufficient to
support the business case, the Council decided to invest the necessary resources to prepare
workbooks which would provide the Boundary Committee with robust financial information upon which
you could undertake an evaluation. These workbooks were submitted to the Boundary Committee on
the 26th September 2008, alongside the business case for the Pattern A authorities. We have
subsequently confirmed with you that these were received, although they have not been included on
the Boundary Committee’s website.
The publication of your financial consultant’s evaluation of the workbooks on the 21st November 2008,
highlighted a number of significant issues and risks in relation to the Pattern A authorities.
“The submission received was based essentially on the assumptions and business case used for the
Norfolk County Unitary submissions. This reflected the lack of a champion or sponsor for this pattern,
and consequently a business case that did not explore the possible financial opportunities that might
be achievable from a two unitary authority pattern within Norfolk. “
Reading through the report, it became clear that no account had been taken of the workbooks
prepared by Great Yarmouth Borough Council. This was confirmed by William Morrison, when we
were informed that only the workbooks submitted by the lead authorities were evaluated, contrary to
the agreement which we thought existed with the Boundary Committee. According to Mr Morrison
‘the workbooks submitted by GYBC have not been considered by other Norfolk authorities and
therefore haven’t had the data and assumptions within them signed off by financial officers.’ And ‘it
would have been unfair to ask local authorities to do this for a pattern which the Committee hasn’t
considered and subsequently we did not ask our consultants to do work on a pattern that hasn’t had
local input’.
These statements are extraordinary. Mr Morrison seems to be implying that the evidence provided by
GYBC is not in accordance with any of the patterns proposed by the Boundary Committee, despite
several discussions held between us to confirm that we were progressing along the right lines in
providing evidence in support of unitary pattern A. In addition, when we submitted the reworked
workbooks, which are incidentally using the same evidence base as the workbooks produced by the
County Council and Norwich City Council, we informed Mr Morrison that they had been shared with
the Norfolk Section 151 officers and that we would have been happy to request views on their
reasonableness if required.
If the Boundary Committee’s financial advisors had evaluated the workbooks prepared by this Council,
they should have been able to satisfy themselves that the majority of the concerns raised with regard
to the Pattern A authorities were covered within the financial report.
For example the evaluation of the County Council submission states: “One significant outcome of the
lack of a focused business case is the consideration of both strategic management structures at
director level and those at operational level and the potential for “flatter” structures arising from a

20

unitary formed of 2 District councils, and 4 part District Councils together with a reduced County
Council.”
This is specifically evaluated in both the Business Case and the workbooks submitted by GYBC.
The evaluation also raises concerns about the lack of savings within Children’s and Adult Social
Services, whereas the workbooks prepared by Great Yarmouth identify significant savings in these
areas by applying a government backed methodology to determining savings.
The evaluation also considers the two unitary authorities to be high risk due to the potential impact on
reserves, whereas the workbooks prepared by Great Yarmouth provide a financial risk assessment,
which shows that there is flexibility in the model. The Great Yarmouth business case is to a large
extent based on existing models of unitary local government, enhanced with local structures that are
already operating successfully. This is surely a lower risk than a unitary structure which is untried and
untested.
To allow the various options to be evaluated on a fair and consistent basis, we request that the
Boundary Committee undertakes an evaluation of the business case and workbooks submitted to
them by Great Yarmouth Borough Council, prior to their final recommendation to the Secretary of
State. We would also request that the workbooks and supporting reports be placed on your website to
enable stakeholders to consider an alternative and viable proposal for a unitary Norfolk.
Since this letter was first drafted we have been in further communication with Boundary Commission
officials, however, we remain uncertain that the evidence we submitted has been given due
consideration. Whatever the eventual outcome we believe communication could have been
considerably better and more transparent.
Yours sincerely

Managing Director
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RESPONSE 4 REVIEW
Author of response

Date of response
02 December 2008

John Dinwiddy
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports presented to
the Committee on 19 November and uploaded on our website on 21 November?
Overall response
No effect on the overall conclusions

Reason
Issues raised have been considered in the
review
Detailed response
'Low Risk' should not be taken as ' No
Agreed
risk',

Task C:
Advice to the Committee on the general questions that have been received not directly
relevant to the workbooks.
Issues raised
 'Low Risk' should not be taken as '
No risk', and in the
current state of financial turmoil,
such a term, using historic data, or
what I would describe as'
projected hindsight' is not a
reliable basis
for making a change which is
obviously without support at a
local level
- one of the essential ingredients
for change.


One of the things lacking in this
process is a comparison with the
status quo - which seems to
attract the majority local vote.



No advice from IFC’s needed



No advice from IFC’s needed
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RESPONSE 4
-----Original Message----From: Megan Bayford
Sent: 02 December 2008 11:31
To: William Morrison
Cc: Alison Wildig
Subject: FW: Norfolk structural review - Reports on affordability

-----Original Message----From: John Dinwiddy [mailto:john.dinwiddy@googlemail.com]
Posted At: 02 December 2008 11:02
Posted To: Reviews@
Conversation: Norfolk structural review - Reports on affordability
Subject: Norfolk structural review - Reports on affordability

The independent report summary highlights the risks of change to a
Unitary authority, despite describing the Single Unitary authority as
'Low Risk'
1.3.3
Lack of sponsor or champion for submissions has weakened those
submissions.
1.3.4
Some submissions were further weakened because of lack of collaboration
between Lead Officers. 4.6 - lack of time
1.3.5
Proposals for additional expenditure on localisation issues vary
considerably
Under 4.6 one of the possible reasons for 1.3.4 is lack of time.
I submit that 'Low Risk' should not be taken as ' No risk', and in the
current state of financial turmoil, such a term, using historic data, or
what I would describe as' projected hindsight' is not a reliable basis
for making a change which is obviously without support at a local level
- one of the essential ingredients for change.
One of the things lacking in this process is a comparison with the
status quo - which seems to attract the majority local vote.
John Dinwiddy
Weathertop
Station Road
Docking
Norfolk
PE31 8LT
01485-518136
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RESPONSE 5 REVIEW
Author of response

Date of response
4th December 2008

Waveney
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports presented to
the Committee on 19 November and uploaded on our website on 21 November?
Overall response
No effect on the overall conclusions

Reason
No new issues raised which affect the
affordability report itself
Detailed response
The Council is pleased to note that the
Agreed that is what the report concludes
Committee’s affordability review
from an affordability point of view
strengthens the case for Lowestoft
remaining within Suffolk and that the
Committee’s primary option for Suffolk is
strengthened by placing Lowestoft within a
Rural Suffolk Unitary authority

Task C:
Advice to the Committee on the general questions that have been received not directly
relevant to the workbooks.
Issues raised
 Overall therefore, we conclude that the
best solution for Norfolk and Suffolk as
a whole is for Lowestoft to continue to
be administered from within Suffolk
and more particularly, taking in to
account the other key lines of enquiry,
for it to be part of a new East Suffolk
Unitary model.



No advice from IFC’s needed
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RESPONSE 5
Your Ref
Our Ref

MC / LC

Date

4 December 2008

Website

www.waveney.gov.uk

Max Caller CBE Esq
Chair
Boundary Committee for England
Trevelyan House
Great Peter Street
London
DW1P 2HW

Dear Mr Caller
The Council is pleased to note that the Committee’s affordability review strengthens the case for
Lowestoft remaining within Suffolk and that the Committee’s primary option for Suffolk is strengthened
by placing Lowestoft within a Rural Suffolk Unitary authority. With others, the Council will be able to
demonstrate shortly that an East, West, North Haven model will also comfortably satisfy the
affordability test.
We note that Unitary Norfolk is highly sustainable regardless of whether Lowestoft is incorporated
within those arrangements or not; and are pleased that as we predicted, any other pattern for Norfolk
that includes Lowestoft is extremely high risk and therefore unlikely to be achievable.
Overall therefore, we conclude that the best solution for Norfolk and Suffolk as a whole is for Lowestoft
to continue to be administered from within Suffolk and more particularly, taking in to account the other
key lines of enquiry, for it to be part of a new East Suffolk Unitary model.
Yours sincerely

Cllr Mark Bee
Leader
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RESPONSE 6 REVIEW
Author of response

Ben Bradshaw MP
Response not attached as it is in PDF

Date of response
27th November 2008 (received by IFCs on 8th
December 2008
See below

Task B:
To what extent have the representations affected the outcome of the reports presented to
the Committee on 19 November and uploaded on our website on 21 November?
Overall response
No effect on the overall conclusions

Reason
No new issues raised. There are
inaccuracies and incorrect conclusions as
to the work carried out in the response
Detailed response
It would appear that when sufficient
Our review of Devon remainder unitary is
information is not available, such as the
shown at pages 176 to 193 of the
financial preparedness of Devon within a two
Compilation of Detailed Reports for all
unitary pattern, the consultants have simply
Submissions and includes 10 graphs
assumed that this means it is not viable
comparing it with other submissions for
particular headings.
The section showing the detailed questions we
asked and the responses we obtained covers
pages 166 to 172 of the Compilation of
Background Information
Each submission was subjected to the same
approach in terms of detailed analysis and
thorough review. Consequently we reject any
suggestion that we have taken a simple view
of any submission.
The financial information supplied by Devon
county as lead officer for the Devon
Remainder submissions was complete. Each
submission was required to submit a detailed
workbook in a standard format which showed
clearly the transitional plan which was being
put forward, and to provide 13 specified
supporting documents.
The submission as put forward only made net
savings of £1.2m over the transition period.
This is why the sensitivity analysis which we
undertook showed that very minor changes in
estimates could lead the submission to fail the
criteria.
There were several issues which were
important in the consideration of the
submission. Along with concerns about the
levels of certain provisions, and balances,
which we felt were either underprovided, or
savings which may be optimistic, we also
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made broad provisions in our assessment to
meet the possible opportunities that may have
been missed in the initial assessment. Indeed
we brought over £11m into the assessment for
this reason.
Despite all this, the submission after our
modelling still scored as a high risk on our
assessment since the margin by which it met
the criteria was generally so small.
All this shows that in no way can it be said that
we simply assumed that any submission was
not viable, including this one.
Exeter is categorised as high risk whilst
fulfilling 4 of the 5 criteria whilst Devon Unitary
Authority without Exeter is categorised as high
risk without any of the financial information
being provided. There doesn’t seem to be any
consistency in the conclusions drawn

Exeter’s problem in the transition process is
fundamental. This is explained on page 159 of
the Compilation of Detailed Reports. The
disaggregation of budgets, external finance
and council tax base means that virtually all its
projected savings would be needed to keep its
Council Tax at an acceptable level. Any
divergence from the estimated figures then is
likely to cause the submission to fail the
criterion, as is borne out by the sensitivity
analysis.
The risk matrix for Exeter shows that after
modelling there would be insufficient balances
in year 1, and this criterion has been classed
as high risk. Our risk matrix , set out before
any risk analysis was undertaken for any
submission , made it clear that if a submission
failed criterion 4, which relates to sufficient
balances , (or criterion 1 which relates to
making net savings over the transitional
period) then it is deemed high risk overall. It is
worth noting that the definition of the criterion
relating to balances set down by the
Department for Communities and Local
Government states that there must be
sufficient balances in each year of the
transitional period.
Devon Remainder’s risk assessment scored
high risk on 2 of the five criteria, including on
criterion 1 relating to sufficient net savings
over the transitional period, and therefore is
also high risk.
The risk assessments of all 16 submission
were dealt with in exactly the same way , and
therefore we maintain there is total
consistency in the conclusions drawn

But the most troubling element is the
admission in Paragraph 4.12 that to achieve
‘low risk ‘ status on financial affordability, an
authority would have to have a population of
560,000

Paragraph 4.2 of the Summary report states
‘There appears to be some correlation
between the size of a proposed authority and
its likelihood of achieving the affordability
criteria, as all single unitary patterns with
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populations of between 560,000 and 900,000
demonstrated low risk, whereas submissions
for two unitary patterns have generally
demonstrated difficulties with meeting all of
the affordability criteria.’
This was a conclusion which we drew from the
work we had undertaken, not a pre-requisite to
that work. In no way should this be taken to
mean that we ‘require’ submissions to have a
population of any particular size to achieve low
risk, - merely that that is what the outcome of
our detailed analysis has been in these
particular cases.

The Secretary of State made it clear in her
guidance that size was not to be an issue in
the process. Yet the consultants that you have
commissioned have managed to produce a
piece of work which in effect precludes any
authority with a population of less than
560,000 meeting the financial criteria.

Indeed we used the wording ‘ two unitary
patterns have generally demonstrated
difficulties ’ since although this appears to be
the case in Norfolk and Devon, in Suffolk the
two unitary patterns demonstrated low and
medium risk with populations of 213,000 and
412,000 respectively.( excluding Lowestoft)
See above comment

Task C:
Advice to the Committee on the general questions that have been received not directly
relevant to the workbooks.
Issues raised
 No other issues raised
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RESPONSE 6

See Next Page
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RESPONSE 7 REVIEW
Author of response

Date of response

17 December 2008

Norfolk County Council
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports presented to
the Committee on 19 November and uploaded on our website on 21 November?
Overall response
No effect on the overall conclusions

Reason
The response is in agreement with our
report
Detailed response
We understand, and endorse, the
This comment supports our approach
adjustments for opportunities and risks as
modelled in relation to each submission
and the risk evaluations that have been
made.
Overall, in our view, the financial review has
been well-focused and has identified the key
issues. Its conclusions are sound.

Noted

Task C:
Advice to the Committee on the general questions that have been received not directly
relevant to the workbooks.
Issues raised
 We have read the Secretary of
State’s additional guidance to the
Boundary Committee, dated 5
December, which clarifies the
meaning of the term “in
aggregate”. We note in particular
paragraphs 8 and 9, which restrict
the scope to transitional costs and
opening reserves. It is important
to ensure that aggregation of the
figures does not belie the reality
that the two unitaries will be
separate entities, with
independent responsibilities to
Council Tax payers in their
respective areas.


The ongoing business cases, the
net ongoing savings and risks in
the transition plans, cannot be
meaningfully aggregated. Large
savings and low risk in one unitary
would not, in practice,
compensate for minimal savings
and high risk in the other. The

Dealt with under ‘in aggregate ‘issue

Dealt with under ‘in aggregate ‘issue
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Revenue Support Grant
mechanism is not one that can be
fine-tuned to divert a defined
amount of funding from one
specified authority to another.


This is not a question simply of
aggregating the existing transition
plans; it is about a different
approach to drawing up and
delivering business plans for two
unitaries working co-operatively



In our view, this would be a high
risk approach:

Dealt with under ‘in aggregate ‘issue
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RESPONSE 7
BOUNDARY COMMITTEE
REVIEW OF LOCAL GOVERNMENT STRUCTURES IN NORFOLK
Review to test whether Affordability Criteria are likely to be met
Response from Norfolk County Council
Financial Consultants’ Report

We welcome the opportunity to comment on the financial consultants’ report. We note
that it relates to figures previously submitted. We have already provided our comments
on those figures.
We understand, and endorse, the adjustments for opportunities and risks as modelled in
relation to each submission and the risk evaluations that have been made.
We note that a Unitary County (with or without Lowestoft) is very resilient to significant
change in estimates of costs and savings and that the affordability criteria are therefore
likely to be achieved with low risk.
In relation to Patterns A and B, we acknowledge our reported view that different
assumptions could have different outcomes for affordability. However, we are concerned
that, despite modelling for opportunities as well as risks, the consultants were unable to
suggest modifications to the submissions that mean affordability is likely to be achieved
and at low risk.
The assessment of a Unitary Norwich as high risk and unlikely to achieve three of the five
affordability criteria is consistent with our own view of the risk inherent in this submission.
(We note that the detailed report appears to show three of the five criteria would be
unlikely to be achieved, whilst the summary shows two.) It is a proposal with very little
margin for error. In any event that it were, nonetheless adopted, such risks would need
particularly strong financial management during implementation. Latest evidence in the
form of the November 2008 Audit Commission’s interim report on the audit of the 2007/08
accounts of Norwich City Council, suggests that the requisite robust financial control,
reporting and management arrangements needed to do this, and essential prerequisites
for what would be presumed to be the lead authority are still not in place and as a
consequence, the nature of this risk has now increased.
In the case of Pattern A, we understand the consultants’ inference of potential
affordability based on population size. However, we endorse their caveat that it should
not be assumed that Pattern A is sustainable, without a sponsor presenting a robust case
for affordability. The Norwich, Great Yarmouth and Lowestoft authority would be uniquely
challenging to establish given the complexity of combining all or part of three Districts
(with Use of Resources scores of 1) and parts of two counties.
In relation to Pattern B, each of the two unitaries has been separately evaluated, without
modelling a consistent education funding disaggregation across both unitaries. The
consultants thereby avoid making a judgement as to which disaggregation methodology
is more accurate. In practice, one consistent method of disaggregation would be
implemented across both unitaries. As noted in the report, this means that the likelihood
of achieving the affordability criteria and the risk evaluation for one or other of the two
unitaries in Pattern B would be even worse than that reported in this financial review. We
continue to endorse a methodology that would maintain funding for the current level of
spend in individual schools.
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Overall, in our view, the financial review has been well-focused and has identified the key
issues. Its conclusions are sound.
Aggregation
We have read the Secretary of State’s additional guidance to the Boundary Committee,
dated 5 December, which clarifies the meaning of the term “in aggregate”. We note in
particular paragraphs 8 and 9, which restrict the scope to transitional costs and opening
reserves. It is important to ensure that aggregation of the figures does not belie the
reality that the two unitaries will be separate entities, with independent responsibilities to
Council Tax payers in their respective areas.
Opening reserves
It would be practicable to consider disaggregating total county reserves at the outset in a
way that reflects the anticipated transitional costs of each authority.
Nevertheless, in the case of both Patterns A and B, with or without Lowestoft, it is clear
from the original submissions that the aggregation of reserves would not resolve the
funding problem in relation to initial costs. Any reorganisation will see substantial costs
incurred up front, before savings are released in later years. “Two unitary” solutions
would incur higher costs and deliver lower savings than a single Unitary County. The
problem of funding early costs is therefore not resolved by simply pooling the funding
available from reserves: rather, more funding would need to be found from elsewhere.
In Pattern A (with or without Lowestoft), initial costs in Year 1 take each unitary to a level
of reserves that is some £4m - £6m below the minimum.
In the case of Pattern B, the original submissions show that aggregate opening reserves
are insufficient to cover aggregate initial costs in Year 1. The realistic assessment of
costs for Unitary Norfolk B shows a shortfall against minimum reserves in Year 1 of some
£4.1m (£4.8m if Lowestoft is included). The optimistic assessment of a small net surplus
(£0.9m) above minimum reserves for Unitary Norwich does not compensate for this
significant shortfall.
We have not seen the financial consultants’ detailed figures as adjusted for risks and
opportunities, but their report suggests that this opening year shortfall in reserves for both
Patterns A & B may well be worse after sensitivity modelling.
Transition Plan
The ongoing business cases, the net ongoing savings and risks in the transition plans,
cannot be meaningfully aggregated. Large savings and low risk in one unitary would not,
in practice, compensate for minimal savings and high risk in the other. The Revenue
Support Grant mechanism is not one that can be fine-tuned to divert a defined amount of
funding from one specified authority to another.
The ongoing reserves available to each authority should also be assessed separately
rather than in aggregate, as the minimum reserves appropriate to each authority depend
on their circumstances and level of risk. It would be meaningless to calculate an
aggregate level of minimum reserves – as this would treat two unitaries as if they were in
fact one unitary county, and fail to recognise the additional financial risk that would
actually exist with two smaller authorities.
Working together to deliver aggregate affordability

35

To deliver affordable proposals for Patterns A and B, it would be necessary to reduce
costs significantly, increase the value of savings and bring forward the timing of the
release of savings. To this end two unitaries could, in principle, work together over
several years, to take a common approach to reduce costs and maximise savings. This
could be done by sharing services, for example. It would be necessary to manage
aggregate transition costs within aggregate available reserves (i.e. utilising only the
excess above minimum balances). This is not a question simply of aggregating the
existing transition plans; it is about a different approach to drawing up and delivering
business plans for two unitaries working co-operatively.
In our view, this would be a high risk approach:







There has been no purposeful collective will to implement shared back office
services in Norfolk since the initial feasibility study was carried out.
The local government review and debate in Norfolk has been strongly contested.
It would be unrealistic for the implementation and affordability of a unitary
structure to rely heavily on co-operative collaboration between two new unitaries,
to be sustained over several years.
There would need to be a “pooled budget” arrangement between two separate
legal entities. Cost control and benefits realisation can be difficult under such
arrangement. In the event of overspends (whether excess costs or insufficient
savings) the co-operative relationship quickly breaks down.
Given the different priorities and focus for the two unitaries in each Pattern (and
particularly Pattern B, where Norwich have emphasised the differences between
urban Norwich and rural Norfolk) there may be significant limitations to the
potential to take a common approach and thus save costs.

Overall, our view is that aggregation of transitional costs and reserves would not in itself
bridge the affordability gap for Patterns A and B. Two unitaries co-operating in a
transition based on complementary business plans could, in theory, have the potential to
save costs. However, in both Patterns A and B, there is a significant affordability gap to
be bridged (particularly after sensitivity modelling). Further, the reality of the Norfolk
context suggests that, even if an apparently affordable transition plan could be
constructed on this basis, it would be high risk and rely on unrealistic assumptions.

David White
Chief Executive
17 December 2008
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RESPONSE 8 REVIEW
Author of response

Date of response

12th December 2008 onwards

Norwich Clive Mason, Finance
Consultant, Norwich City
Council, - Operational
Manager (Local Government),
Public Sector ConsultantsLtd
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports presented to
the Committee on 19 November and uploaded on our website on 21 November?
Overall response
No effect on the overall conclusions

Reason
The emails seek clarification of the
financial modelling which we undertook
regarding the Greater Norwich submission
– this has been given in response
Detailed response

Not Applicable
Task C:
Advice to the Committee on the general questions that have been received not directly
relevant to the workbooks.
Issues raised
 None raised
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RESPONSE 8
RE: Further Aggregation Issue
Clive - the net effect of the points you make is to keep the Council Tax lower than it would otherwise
be
Best wishes
Chris Wheeler
Subject: Further Aggregation Issue
Date: Tue, 16 Dec 2008 16:24:05 +0000
From: clivemason
Hi Chris,
If your recall from your earlier email you said that you used the 20-10-08 (including Lowestoft and Fire)
workbook for Norfolk County. Having looked at this workbook, I see that there seems to be an
'imbalance' on the Transition Plan:
E.g. Year 1 shows for Net Expenditure reduction over additional expenditure of £9.320m, but the Net
use of unallocated reserves of £10.2m - a difference of around £0.8m - and this seems to pass
through the following years.
Do you know why there is this difference?
Thanks,
Clive
Contact details:
Clive Mason

RE: queries
1 attachment(s)
Response ...xls (12.8 KB)
Clive - the figures you have used in the email do agree with those we used for your item 1, but are
slightly different for item 2 - this is because we used a broader approach to the analysis than you
have shown - attached is a spreadsheet which shows the figures used in the report comparing as
submitted and as modelled - you will see that the figures for your item 2 used for the report show
slightly larger savings than the calculation you've shown on the email
Best wishes
Chris Wheeler

Subject: RE: queries
Date: Mon, 15 Dec 2008 17:33:21 +0000
From: clivemason

Hi Chris,
Thanks for your assistance in this so far........................
I have a couple of queries regarding the adjustments made on the Greater Norwich Submission, items
A and B. I won’t to be as sure as I can be that you and I have the same adjustments - please would
you review the following and let me know if you agree.
Item A - Staff Savings
I understood that the adjustment here was to reduce savings by 10% and delay by 6 months.
You say that you have reduced by £1m in year 1 and then £0.2m thereafter.

38

I have analysed the required adjustment as follows, but I am not entirely sure that this is what you
have done:
Senior Staff
IPF Adjustment:
Procurement - reduce by
Senior Staff Savings - reduce by
Senior Staff Savings - delay by
months

0.0

0.0

(1.9)

(1.9)

(1.9)

(1.

0.2

0.2

0.2

0

(0.9)

(0.9)

(0.

(0.9)

(0.9)

(0.

10%
6.0
from previous
year for current year -

(0.9)

The revised total for staff savings now being £6.0m compared to £7.6m as submitted - DO you agree
with this?
(the revised savings total rec's back as follows - revised of £6.0m + 6 months deferred in Year 4 of
£0.9m + 10% reduction of £0.8m = £7.7m)
Item B - Efficiency Savings
I understood that the adjustment here was to reduce savings by 10% and delay by 6 months.
You say that you have reduced by £3.5m in year 1 and then £0.7m thereafter.
I have analysed the required adjustment as follows, but I am not entirely sure that this is what you
have done:
Other Savings
Other
- rounding adjustment
IPF Adjustment:
Efficiency Savings - reduce by
Efficiency Savings - delay by
months

0.0
0.0

10%

(0.2)
0.0

(6.9)
0.0

(7.0)
0.0

(7.2)
0.0

0.0

0.7

0.7

0.7

(0.1)

(3.1)

(3.2)

(3.1)

(3.2)

(3.2)

6.0
from previous
year for current year -

(0.1)

The revised total for staff savings now being £22.5m compared to £28.7m as submitted - DO you
agree with this?
(the revised savings total rec's back as follows - revised of £22.5m + 6 months deferred in Year 4 of
£3.3m + 10% reduction 0f £2.9m = £28.7m)
If you have any questions, please do not hesitate in contacting me.
Kind regards,

Clive
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From: Chris Wheeler
Sent: 15 December 2008 13:51
To: Mason, Clive
Subject: queries
Clive - I have now been given clearance from the Boundary Committee to reply to you
1. Amendments to Workbooks
I need to be 'absolutely' sure on the lines that you 'amended' for the workbooks submitted for
both the Greater Norwich and Norfolk Remained submissions.

The figures which we incorporated were not amendments, but were figures we included to undertake
financial modelling to assess the effect on the submission if financial provision needed to be made for
those risks which we have highlighted.
Please would you review the following and let me know accordingly. If I have reference to the wrong
line etc of each workbook, please would you let me know what is the correct line

Greater Norwich Submission
A. Staff savings: reduce savings for staff by 10% and delay by 6 months
The staff savings - is this the £1.9m per annum shown at line 12 on the 'Gross reductions' worksheet?
Yes - reduced by £1m in year 1 and £0.2m thereafter
B. Efficiency savings: reduce savings for staff by 10% and delay by 6 months
The efficiency savings - is this the £0.2m rising to £7.3m per annum shown at line 111 on the 'Gross
reductions' worksheet?
yes - reduced by £3.5m year 1 and £0.7m thereafter
C. Staff release costs appear to low: increase staff release cost by 100%
Staff release costs - is this only the £0.8m for Redundancy and £0.6m for Early Retirement shown at
cells H10 and H11 on the 'Gross exp - one off - detail' worksheet?
yes
D. Balances at 1/4/2008 have not been adjusted: Adjust to actual as 1/4/2008
Am I correct in assuming that you used the 01/04/2008 as per the Statement of Accounts?
Details as supplied to us through the process - additional £1.2m has been added in 2008
E. Combined Fire Authority: Reduce by half
Other Additional Costs - is this only the £0.4m per annum shown at line 12 on the 'Gross exp ongoing - detail' worksheet?
yes
Norfolk Remainder
A. Additional Staff Requirement: reduce additional staffing by 10%
The additional staff requirement, is this the £1.0m pa shown in Localisation at line 101 and the £0.3m
rising to £0.8m pa in Other Additional at line 185 on the 'Gross exp - ongoing - detail' worksheet?
This is line 185 shown in the version dated 20-10-08 ( including Lowestoft and Fire) - which is
available on the Boundary Committee website - to which all modelling has been applied - which
showed additional staff totalling £8.0m over the period to 2013-14– this has been reduced by 10%
bringing the total to £7.2m – the ongoing total has also been reduced by 10%
B. Procurement savings: reduce savings by 20%
The procurement savings, is this the £1.9m to £3.4m shown in Corporate & Democratic for
Procurement at line 14 on the 'Gross reductions' worksheet?
Yes – line 14 of the Gross reductions tab
C. Savings in non corporate areas: reduce savings by 20%
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The non corporate area savings, is this the £2.2m rising to £11.4m pa shown in Other Services at the
total line 87 on the 'Gross reductions' worksheet?
Yes – lines 82 to 87
D. Combined Fire Authority: Reduce by 50%
For the Combined Fire Authority, is the £0.1m shown at line 311 on the 'Gross exp - one off - detail'
worksheet' and the £1.5m pa shown at line 197 on the 'Gross exp - ongoing - detail' worksheet?
The adjustment related to the ongoing costs only – line 197 which was reduced by 50%
C. IT costs: Increase IT by 100%
For IT costs, is this the £0.8m and £0.6m shown at line 77 on the 'Gross exp - ongoing - detail'
worksheet?
Yes
2. Sensitivity Analysis (Table 5)
The 5% etc sensitivity analysis, was this on the net expenditure/reductions (i.e. all additional, or
transition, costs/savings) or for specific items?
If the latter, which lines were they?
The sensitivity analysis was applied against the total net savings over the transitional period, the
payback period, the balances, the capital costs and the Council tax and was applied against the
figures as submitted not as modelled.
Best wishes Chris Wheeler

Review of 'Detailed Reports of LGR Submissions' and 'Aggregation'
From:

Mason, Clive
Sent: 12 December 2008 15:18:29
As you might be aware CLG have raised a concern regarding the approach taken for the 'affordability
assessment'; considering this, we (Norwich City Council) are undertaking an 'aggregation' exercise for
Pattern B (the Donut). In this regard:
1. Amendments to Workbooks
I need to be 'absolutely' sure on the lines that you 'amended' for the workbooks submitted for both the
Greater Norwich and Norfolk Remained submissions. Please would you review the following and let
me know accordingly. If I have reference to the wrong line etc of each workbook, please would you let
me know what is the correct line.
Greater Norwich Submission
A. Staff savings: reduce savings for staff by 10% and delay by 6 months
The staff savings - is this the £1.9m per annum shown at line 12 on the 'Gross reductions' worksheet?
B. Efficiency savings: reduce savings for staff by 10% and delay by 6 months
The efficiency savings - is this the £0.2m rising to £7.3m per annum shown at line 111 on the 'Gross
reductions' worksheet?
C. Staff release costs appear to low: increase staff release cost by 100%
Staff release costs - is this only the £0.8m for Redundancy and £0.6m for Early Retirement shown at
cells H10 and H11 on the 'Gross exp - one off - detail' worksheet?
D. Balances at 1/4/2008 have not been adjusted: Adjust to actual as 1/4/2008
Am I correct in assuming that you used the 01/04/2008 as per the Statement of Accounts?
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E. Combined Fire Authority: Reduce by half
Other Additional Costs - is this only the £0.4m per annum shown at line 12 on the 'Gross exp ongoing - detail' worksheet?
Norfolk Remainder
A. Additional Staff Requirement: reduce additional staffing by 10%
The additional staff requirement, is this the £1.0m pa shown in Localisation at line 101 and the £0.3m
rising to £0.8m pa in Other Additional at line 185 on the 'Gross exp - ongoing - detail' worksheet?
B. Procurement savings: reduce savings by 20%
The procurement savings, is this the £1.9m to £3.4m shown in Corporate & Democratic for
Procurement at line 14 on the 'Gross reductions' worksheet?
C. Savings in non corporate areas: reduce savings by 20%
The non corporate area savings, is this the £2.2m rising to £11.4m pa shown in Other Services at the
total line 87 on the 'Gross reductions' worksheet?
D. Combined Fire Authority: Reduce by 50%
For the Combined Fire Authority, is the £0.1m shown at line 311 on the 'Gross exp - one off - detail'
worksheet' and the £1.5m pa shown at line 197 on the 'Gross exp - ongoing - detail' worksheet?
C. IT costs: Increase IT by 100%
For IT costs, is this the £0.8m and £0.6m shown at line 77 on the 'Gross exp - ongoing - detail'
worksheet?

2. Sensitivity Analysis (Table 5)
The 5% etc sensitivity analysis, was this on the net expenditure/reductions (i.e. all additional, or
transition, costs/savings) or for specific items?
If the latter, which lines were they?
I would be grateful if you would give this urgent attention as I have to have my review completed by
Tuesday evening of next week.
Thanks for your help.
Clive
Note: for all meetings, my Calendar is 'open for viewing' so a mutually agreeable time can be a made.
Contact details:
Clive Mason
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RESPONSE 8a REVIEW
Author of response

Date of response
rd

23 December 2008

Norwich - Bridget Buttinger
Deputy Chief Executive
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports presented to
the Committee on 19 November and uploaded on our website on 21 November?
Overall response
No effect on the overall conclusions

Reason
The main point is that this is a
transformatory submission and that we
have misunderstood the effect of this and
have overprovided for risks. We have not
misunderstood this and we feel our level of
risks provided – which is lower than in
some other reviews – is reasonable
Detailed response
IPF indicate some concerns about our
Our Compilation of Background
transformation model, which is predicated
Information report dated 27th November
shows at page 36 of 265 the questions on
on an existing contractual partnership
the Greater Norwich submission. In total
arrangement with Steria, yet they have not
the questions and responses including
asked any questions about it and have not
those relating to the error in budget
responded to our offers to provide
disaggregation and the Combined Fire
clarification
Authority covers 38 pages of detailed
review.
The question we raised specifically about
the Steria contract brought the following
answer
STERIA EFFICIENCY MODEL
With reference to the efficiency model, please
note that there is commercial sensitivity
surrounding the detail of the model. Can I
suggest that if you have any questions
regarding the model, please would you
forward to me ‘specific’ questions and we will
then consult with Steria accordingly.
The question was straightforward – how did it
work? The response was in contrast to similar
questions and answers for similar issues in
other submissions. We also received answers
which we took into account in our staffing
questions discussed below.
We asked further questions relating to the
Steria ‘contract ‘ to see if we could help the
submission in its grant position ( see page 61
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of 265) – it was clear that we could not
Our modelling was consistent with that we took
for any other submission and merely examined
what the effect would be if the savings shown
in the submission - which were high when
compared to others – were lower ( but only by
10%)and took longer to implement
whilst there were discussions with IPF
over some issues in our financial
workbooks (e.g. particularly on the
disaggregation of education finance), IPF
have not asked any significant questions
about our transformation model or our
staffing costs – yet in the final report they
are suddenly raised as major risk areas

All the following questions relate to staffing
and staff related costs
Question 5.1 and 5.2 ( page 46), question
6.1, and 6.2 ( page 47)
Question 7.1, 7.2, 7.3 (Page 49)
Question 8 (page 50)
Question 12 (page 54)
Question 13 (page 55)

One answer to our questions brought the
following response
Issues pertaining to the 194 posts:
Efficiency Model:
In preparing the submission of the financial
case for a Greater Norwich Unitary Council,
Norwich City Council procured the specialist
services of its current ICT (PFI) partner, Steria.
As part of the Norwich Connects PFI, Steria
have already delivered considerable savings
for Norwich City Council. However, they have
reviewed current and post LGR service
provision and their business re-engineering
and service efficiency/rationalization model
has identified that 194 posts could be
rationalized from the total establishment that a
Greater Norwich Unitary Council would accrue
at Vesting Day.
We have not said that this is not possible – just
that there may be a risk that is not fully
achieved


We would accept that such a
transformational approach does bring
some additional risk, but major structural
change provides a unique opportunity to
deliver better local governance and
services, and we believe it is important to
grasp the potential to make radical
improvements in the city of Norwich.
Radical change also lays the platform for
continuing improvement as the new
councils start to bed in. However, these
additional risks would be closely managed
through a contractual agreement, and so
key elements such as ICT investment and
efficiency savings would be a contractual
agreement with the partner

There is no issue as to whether the
approach put forward by Greater Norwich
is transformational or not.
Our role is to asses the submission as
presented. We have consistently
recognised and included financial
modelling for risks which relevant lead
officers have not provided for. Norwich
here recognise that their approach may
give rise to greater risks, but in our view
we did not provide for greater risks than
we would have for any other approach.
Indeed we reduced costs ( relating to the
Combined Fire Authority) where we
thought these had been overprovided by
County, which helped the Norwich
submission, and increased their balances
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in our modelling.


The IPF risk assessment methodology is
crude – in the limited time available, we
have
commissioned
an
external
independent review, and this is attached
as Annex B. This concludes that the risk
assessment and equalisation methodology
applied by IPF is illogical and flawed.

Dealt with under submission 8c



The key issue is that IPF have treated all
16 cases as being constructed on the
same basis, and so have applied a
common risk methodology to all 16
This is not illogical – the 16 cases have
all been developed independently, and
reflect the different needs and
circumstances of the council areas they
will serve (eg some are smaller and urban,
others are large and rural, they all have
different community needs, different
structures, different ICT platforms and so
on).
In the greater Norwich case it seems that
IPF have made certain assumptions about
our proposals without taking into account
the “transformation” elements. I am
therefore concerned that because our
proposals are constructed differently from
the others (i.e. with a major
transformational element), they are being
viewed as more risky.

We are required to assess all submissions
against the affordability criteria set down
by the Secretary of State. She has not
drawn any distinction between these tests
as to what type of submission is being
made – nor did we nor would we

To compound this, based on this inflexible
risk methodology, IPF then seem to use
their risk conclusions to make arbitrary
changes to our figures, which then render
our case unaffordable. These changes are
unexplained, and inconsistent with
changes made to other submissions

IPF note that the optimum population size
for unitaries to meet their affordability test
is 560,000 - 900,000.

An examination of the ‘Compilation of
detailed reports for all submissions’ report
published on 17th November would show
this not to be correct.
The risk approach taken to the Greater
Norwich case is no different from that
taken to any other case – the fact that it is
transformational is irrelevant. The
submission was required to demonstrate
affordability.
The reasoning for these was explained on
page 51 of 279 of the ‘Compilation of
detailed reports for all submissions’ report
published on 17th November
In modelling possible risks we reduced
certain savings by 10% and provided for a
delay factor of 6 months – this is in fact
lower than provisions which we made on
other submissions. We also reduced
costs(CFA) being charged to the Greater
Norwich submission , and increased their
balances in our modelling
The report at page 17 paragraph 4.2
says
There appears to be some correlation
between the size of a proposed
authority and its likelihood of achieving
the affordability criteria, as all single
unitary patterns with populations of
between 560,000 and 900,000
demonstrated low risk, whereas
submissions for two unitary patterns
have generally demonstrated
difficulties with meeting all of the
affordability criteria.
All further analysis in the response which uses
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this incorrect conclusion from our report is
therefore fallacious

Task C:
Advice to the Committee on the general questions that have been received not directly
relevant to the workbooks.
Issues raised
 None raised
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RESPONSE 8a
NB – this response and others from Norwich refer to the
Independent Financial Consultants as ‘IPF’. This is incorrect. The
three consultants, each operating in their own right as separate
business entities, were appointed through CIPFA Placements - a
separate business division of the Institute of Public Finance Limited

Deputy Chief Executive’s Office
City Hall
Norwich
NR2 1NH
23 December 2008
Mr A Gall
Director
The Boundary Committee for England
Trevelyan House
Great Peter Street
London SW1P 2HW

Dear Archie
INDEPENDENT FINANCIAL ASSESSMENT OF AFFORDABILITY
Our letter of 27 November provided some initial comments on the IPF financial analysis, but promised
some more in-depth analysis in due course. This letter now provides that further analysis and
comment.
Since our original letter we note that on 5 December CLG issued further guidance, which particularly
affects the financial assessment work. Our view is that the new guidance is very clear. It completely
changes the basis for the evaluation of affordability in relation to all 2 unitary models. We therefore
believe that this means that IPF will need to re-work their assessment of the 2 unitary patterns to
reflect the "aggregate" approach set out in the new guidance.
As you know our clear preference is for a 2 unitary model (Norfolk Pattern B - the doughnut). The new
CLG guidance will directly affect the financial evaluation of this model. The original IPF assessment
(21 November) has clearly been done without regard to the new guidance. We therefore believe that
IPF will need to re-do their analysis, but we do not yet know when that will be commissioned or
available for comment.
Our response is therefore rather hampered by the fact that the original IPF analysis is now out of date,
and will need re-working. However, we have tried our best to comment on these circumstances. Our
response will fall into 3 main parts:
1. A re-analysis of the IPF affordability assessment based on the CLG “aggregate” guidance.
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2. Detailed commentary on the IPF assessment methodology, and particularly the adjustments
made to our submitted figures.
3. An alternative financial model which adopts a “bolt-together” approach (rather than our
transformational approach) in order to provide easier comparison with the other submitted
financial models. We are currently completing this work and will send this to you on the 9
January.

1. A re-analysis of the IPF affordability assessment based on the CLG “aggregate” guidance
Because IPF have not yet re-analysed their assessment, we have carried out our own assessment of
the “doughnut” model using the CLG guidance, and the IPF methodology. Our analysis shows that the
aggregated “doughnut” model as submitted in our workbooks meets the 5 affordability sub-criteria. We
expect the IPF re-analysis to confirm this conclusion.
2. Detailed commentary on the IPF assessment methodology, and particularly the adjustments made
to our submitted figures
Our letter of 27 November expressed a range of significant concerns, and as you know we would have
welcomed a meeting with IPF to give us a full understanding of the basis they have used when
changing the data we had presented in the workbooks. You have advised that such a meeting is not
possible.
Annexes A-D set out our main areas of concern with the original IPF report:
A. Assumptions and approach prior to publication and the analysis of the greater Norwich
unitary case:
o

Failure to fully understand our transformation proposals

B. Concerns about the IPF risk assessment and equalisation methodology
C. The analysis of the rural Norfolk business case
D. Inconsistency of IPF conclusions with previous unitary decisions.
A summary of our concerns is set out below, but more detail is set out in the annexes.
A
Assumptions and approach prior to publication and the analysis of the greater Norwich
unitary case


We are concerned that IPF have reached their conclusions without checking major facts with the
workbook originators. For example, IPF indicate some concerns about our transformation model,
which is predicated on an existing contractual partnership arrangement with Steria, yet they have
not asked any questions about it and have not responded to our offers to provide clarification



There have also been no prior discussions about their emerging view on the likely risk levels they
have attached to their conclusions



This means that the IPF findings are rather subjective. Indeed they conclude themselves that
there are doubts about their conclusions:
o

“This analysis takes no account of the lack of agreement with regard to the disaggregation
of education expenditure and grants, which would make one or other of the submissions
more difficult” (Summary p3)

o

“Lack of sponsor or champion for submissions has weakened those submissions”
(Summary para 1.3.3)

o

“Some submissions were further weakened because of lack of collaboration between
Lead Officers” (Summary para 1.3.4)

o

“Five S151 officers from district councils within Norfolk had not provided comments prior
to the end of the review period” (Summary para 3.2.8.2)

o

“The overall process has been hampered to a significant extent by the lack of exchange of
information between Lead Officers…” (Summary para 4.6)
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Failure to fully understand our transformation proposals


Annex A sets out our response to the original IPF assessment of the greater Norwich case in more
depth



IPF have noted that the transformation costs within the greater Norwich unitary proposals are
higher than any of the other 15 proposals



There are very good reasons for this, which underpin why our case cannot be treated as directly
comparable with other proposals. Our financial case reflects a full transformation approach to
creating a new unitary council, rather than the more basic “bolt-on” model adopted by other
councils



This transformation approach is based on:
o

Our experience of working within Norwich City Council with our transformation partners
Steria to deliver major ICT investment and significant efficiencies

o

Steria’s experience in working with several unitary and county councils to deliver similar
transformation programmes, but on a much larger scale

o

Our direct experience of managing the implementation of the Milton Keynes unitary
council in 1997, which adopted a transformation approach



Although we have always been clear that our approach was transformational, we are concerned
that IPF have not taken account of this. As confirmed by our Section 151 officer, the IPF
compilation of information exchanges with councils developing the financial workbooks, shows
that whilst there were discussions with IPF over some issues in our financial workbooks (e.g.
particularly on the disaggregation of education finance), IPF have not asked any significant
questions about our transformation model or our staffing costs – yet in the final report they are
suddenly raised as major risk areas



We would accept that such a transformational approach does bring some additional risk, but major
structural change provides a unique opportunity to deliver better local governance and services,
and we believe it is important to grasp the potential to make radical improvements in the city of
Norwich. Radical change also lays the platform for continuing improvement as the new councils
start to bed in. However, these additional risks would be closely managed through a contractual
agreement, and so key elements such as ICT investment and efficiency savings would be a
contractual agreement with the partner

B. Concerns about the IPF risk assessment and equalisation methodology


The IPF risk assessment methodology is crude – in the limited time available, we have
commissioned an external independent review, and this is attached as Annex B. This concludes
that the risk assessment and equalisation methodology applied by IPF is illogical and flawed.



The key issue is that IPF have treated all 16 cases as being constructed on the same basis, and
so have applied a common risk methodology to all 16



This is not illogical – the 16 cases have all been developed independently, and reflect the different
needs and circumstances of the council areas they will serve (eg some are smaller and urban,
others are large and rural, they all have different community needs, different structures, different
ICT platforms and so on). It is not appropriate to assess such a diverse range of proposals by
applying a process of simply taking the average costs from the range of 16, and adjusting the
outliers towards that average. There does not appear to be any evidence to conclude that the
average of the 16 is actually the right answer. It is possible that on closer examination either the
higher or lower cost models could prove to be the best and most affordable solutions.



Even if this were an appropriate methodology, 16 is also a very small sample on which to base
such a judgement. A better comparison might be with the larger range of existing unitary councils,
many of which are smaller than any of the 16 being proposed, and yet have proved to be
affordable



In the greater Norwich case it seems that IPF have made certain assumptions about our
proposals without taking into account the “transformation” elements. I am therefore concerned that
because our proposals are constructed differently from the others (i.e. with a major
transformational element), they are being viewed as more risky. I would be happy to discuss why
we feel our proposals are actually thorough and secure
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To compound this, based on this inflexible risk methodology, IPF then seem to use their risk
conclusions to make arbitrary changes to our figures, which then render our case unaffordable.
These changes are unexplained, and inconsistent with changes made to other submissions. We
would like to understand their thinking on this



The result of this appears to be that the IPF analysis says that the doughnut case as submitted is
affordable, but then, having applied another methodology, both the greater Norwich and the rural
Norfolk cases are assessed as unaffordable and risky. It would be helpful if we understood what
reasoning IPF used to make these changes



Overall we conclude therefore that the IPF conclusions are based on a very limited understanding
of the rationale behind our detailed business case proposals, and a methodology which takes no
account of the detailed rationale behind each proposal.

C

The analysis of the rural Norfolk business case



We are surprised that IPF conclude that a new unitary council of a size of approximately 630,000
without Lowestoft, or 680,000 with Lowestoft (ie bigger than most existing unitary councils, and
larger than IPF’s own view on a minimum affordable size of 560,00), will not be affordable



Annex C sets out our response to the IPF assessment of the rural Norfolk case in more depth
Inconsistency of IPF conclusions with previous unitary decisions.

D


The IPF conclusions also appear to throw up some concerns on consistency. For example:


Whilst IPF have made adjustments to some cases where they see difference in costs, in
some others they have not made changes, and in other scenarios different percentage
changes have been applied



IPF conclude that a 2 unitary pattern in Suffolk will meet the affordability tests, but 2 larger
unitaries in Norfolk will not, and 2 unitaries in Devon also will not



IPF note that the optimum population size for unitaries to meet their affordability test is
560,000 - 900,000. This raises some interesting comparisons:


It means almost all existing unitary councils, including the 43 agreed in the mid 1990’s, all
Metropolitan Councils (except Leeds), all London Boroughs, and all new unitaries starting
in April 2009, would not be likely to meet the IPF affordability tests (see Annex D for a full
list)



The IPF advice appears to conflict with that provided by other financial consultancies eg
Deloitte have previously advised Bedford Borough (size 160,000 approx) that their
financial case was affordable (and it was then subsequently accepted by the Secretary of
State)



Despite these assumptions the IPF report then concludes that:


The 2 unitary model for Suffolk meets the affordability test, even though both new
unitaries would be much smaller than their lower limit of 560,000



The proposed rural Norfolk unitary (under a doughnut model) would be around
630,000 – 670,000 population yet, contrary to their views on optimum sizes, IPF then
suggest it would not be affordable



As you know the Secretary of State has previously rejected a unitary Cheshire at
680,000, making it clear that this would have been too big



In rejecting our original case based on current City Council boundaries, John Healey said
that he expected a proposal based on enlarged boundaries to meet the affordability case



The IPF conclusions conflict with 2006 CLG research on “Population Size and Local
Authority Performance” which concludes “…a universal size formula cannot be applied to
decisions on reorganisation”, and recognises that it is not appropriate to directly compare
different proposals which “should be evaluated in the context of the reforms proposed for
each local area”
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3
An alternative financial model which adopts a “bolt-together” approach (rather than our
transformational approach) in order to provide easier comparison with the other submitted financial
models
We are particularly concerned that IPF have misunderstood our transformation proposals, and have
therefore treated our bid as directly comparable with the other submitted proposals which contain
minimal investment in new technology and change management. It is not sensible to use a highly
simplistic comparison approach to evaluate such different proposals which reflect a fundamentally
different model of change.
We therefore completely stand by our submitted figures, as we believe a transformation approach (as
opposed to a “bolt-together” approach) is far more likely to produce the radical and ambitious
improvements that the Government is seeking from structural changes, as well as the significant
improvements that local people deserve.
However, in order to ensure that a direct comparison is possible, we have started work to produce a
new financial workbook for the “doughnut” model, taking out our Steria transformation approach and
major ICT investment, and adopting the shared services approach used in the Norfolk County Council
submissions. This approach is far more comparable with the other submitted proposals (albeit still very
different given that each reflects the needs and circumstances of their local areas). We will send you
the revised financial workbooks on the 9 January.
Conclusion
We remain extremely concerned at the simplistic approach taken by IPF in their assessments. We
also note that they themselves express significant concerns about the significant differences in the
figures submitted, and the reliability of some figures. We therefore feel it is inappropriate to treat the
16 sets of figures in a directly comparative exercise, especially when each set has been individually
developed in order to reflect a structural model which will best suit the needs of a particular city, area
or whole county.
We note that the Boundary Committee has reserved the right to reach its own conclusions on the
affordability of different proposals. It is clear from the IPF analysis that based on the “as submitted”
figures the doughnut model meets the affordability criteria. It is only when IPF apply rather illogical
adjustments that it (and other models) start to miss some of their criteria. We therefore urge the
Committee to discount the IPF adjustments, and recognise that the “doughnut” model (which reflects a
reduction from 8 current councils to 2) will be affordable.
We recognise that our transformational model is different from those constructed by other councils.
We stand by this approach – we have direct previous experience of implementing a new unitary
council, and we know the level of change and opportunity it brings. However, we will continue to
develop an alternative financial model which adopts a “bolt together” approach, and we will submit that
in early January. We are confident that this will provide reassurance that even a toned down approach
will also meet the affordability criteria.
Please do not hesitate to contact us if you have any queries with this response.
Yours sincerely
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Bridget Buttinger
Deputy Chief Executive
Norwich City Council

Annex A

Analysis of the IPF conclusions on the greater Norwich unitary case:
 how IPF have not fully understood our transformation approach, and the
Steria model, and have overstated the risks associated with it
 our proposals/rationale in the key risk areas highlighted by IPF

Annex B

Independent commentary of the IPF risk assessment and equalisation
methodology (Richard Harbord)

Annex C

Analysis of the IPF conclusions on the rural Norfolk case

Annex D

League table showing unitary sizes matched against IPF view that 560900,000 is the optimum size
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RESPONSE 8b REVIEW
Author of response

Date of response

23rd December 2008

Norwich Annex A
Commentary on the
‘Affordability’ Review of the
‘Norfolk Pattern B – Greater
Norwich Unitary Submission’
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
The response gives detailed workings,
much of which has already been seen. It
reemphasises Norwich’s contention that
its IT costs and savings and staff release
estimates are accurate, and states in
some cases that ‘ any reduction ‘ would
be pessimistic. We stand by our
modelling adjustments which we feel to
be a reasonable provision for risk, and
point out that the provisions are lower
than we have provided for some other
submissions.
Detailed response

IPF conclude that such a transformation
model is high risk





All savings and costs would be
‘guaranteed’ by contract.
Improvements in service efficiency
would be by a joint process of
service transition and transformation,
giving an annualised rate of return of
35%.
The Steria Efficiency Business
Model is based on a proven model
that has been used at the London
Borough of Bexley, Wiltshire County
Council and at Norwich City Council.

We have made no comment about the
submission being a transformation
model – we have only measured it
against our risk matrix after modelling
There is no contract in place as yet
In response to our question on this
( page 63 of the Compilation of financial
background report) we received the
following answer
It would not be possible to have the ICT
expenditure that would occur as a
consequence of LGR approved as a PFI
arrangement at this time due to the fact
that no decision on LGR has as yet been
announced.
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However, please note the:
- current PFI contract does allow for
‘ICT developments’ (via contact change
notices); but as the LGR consequential ICT
work would be significant and potentially a
fundamental additional to the current
contract, as mentioned earlier, this would be
subject to competition.
- ICT costs and savings that have
been included in the LGR workbook, which
are directly attributable to LGR, were
produced by Steria on a ‘business case’
approach i.e. they are representative costs
and savings based on their commercial
experience of working with a number of
other councils (LB Bexley, Wiltshire as
mentioned in answers to earlier questions)

Clearly these savings are not
contractually guaranteed and therefore
still contain some risk – we
acknowledged, however, that there was
a working relationship in place between
Norwich and Steria - this is why we
reduced them by only 10% - in other
submissions we have used higher
figures for similar issues
Balances
IPF have done this:
This issue was raised by IPF, and we asked
to be consulted if an amendment was to be
made to the balances figures so we could
adjust our submission, no such consultation
has taken place. IPF have not adjusted the
balances to reflect the revised balance as at
01/04/2008.
Norwich City Council has included in the IPF
workbook:
Balances of £6.699m, plus the allocations
from the ‘joining’ councils

Staffing reductions
IPF have done this:
Reduced savings by 10% and delayed by 6
months.
Norwich City Council disagree with the IPF
actions:
It is considered that to reduce the savings by
any amount and to delay those savings is a

Norwich reserved the right to change
their balances if it was necessary – but
we changed the balances in the
modelling.
Balances were in fact increased in our
modelling - by £1.2m ( see page 52 of
279 of the Compilation of Detailed
Reports 17th November 2008) ) to
reflect the increase in Norwich City’s
balances at 1/4/2008 – to £7.855 as
notified by them in Item 7 to their
submission. We have also modelled the
effect of increasing the balances of the
constituent authorities to 1/4/2008 and
find that even this makes no effect on
our overall conclusions - see workbooks

Many responses to other reviews of
submissions have made the point that it
is usually more likely that staff
reductions will be lower than originally
estimated, and that they can take longer
to achieve than originally planned. But
here Norwich feel that to reduce the
figures by any amount is ‘very
pessimistic. Reliance on staff turnover
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very pessimistic view as the savings are built
on a robust ‘efficiency’ model that reflects
current staff turnover rates.

does not always deliver savings in the
areas required. Therefore it is normal
practice in transformation projects to
take a prudent view of timing of
reductions.

Efficiency savings
IPF have done this:
Reduced savings by 10% and delayed by 6
months.

See above comment

Norwich City Council disagree with the IPF
actions:
Thus, as per Issue 1, it is considered that to
reduce the savings by any amount and to
delay those savings is a very pessimistic
view as the savings are based on a robust
efficiency methodology.
Staff release costs
Norwich City Council disagree with the IPF
actions:
It is considered that the statement made by
IPF is ‘wrong’

Norwich say that much of their staff
release will not bring staff release costs
– they therefore state that our
calculation of staff release costs is
incorrect and that when their version of
the correct calculation is made they are
providing above the average costs
We do not agree with this interpretation
We fully accept that not all staff released
will incur staff release costs – this
applies to all submissions as well as to
Greater Norwich –so our standard
calculation is an average for all
submissions and therefore a legitimate
comparator - we would have to
recalculate the staff release costs for all
submissions using only those staff for
which costs would be incurred to make a
comparison in the way Norwich have
indicated – that data is not available – In
our view Norwich are not comparing like
with like

Education expenditure and specific grants
Considering that the Boundary Committee’s
Independent Financial Consultants have not
been able to draw a final conclusion on the

We feel that our approach is reasonable
and on this basis Norwich’s staff release
costs are the lowest of all, and their
percentage of staff released is the
highest - but we have only increased
these from £6500 per staff released to
£13000 – still well below the discounted
average of about £30000
We have looked at this response and
find it does not help in considering the
particular issue which we raised
extensively with both Norwich and
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disaggregation of the Education budget
between a Greater Norwich Unitary Council
and the Residual Norfolk Unitary Council, a
‘high-level’ review of the base budget for
Education has been undertaken to establish
its ‘reliability’.

Norfolk – the fact that as submitted there
is a shortfall in the aggregated budget
for Pattern B with or with out Lowestoft
of £7.1m based on 2007-08 budgets –
both Norfolk and Norwich were aware of
this and highlighted it in their
submissions
That net expenditure will have to be
provided for by one or other authority
and at present it is not.

IPF have failed to resolve this issue

It is not for us to come to a conclusion
on this issue – it is for Norwich and
Norfolk - ( see pages 64 to 71 of the
Compilation of Background information
report ) – it is unfortunate that they have
failed to do so.
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RESPONSE 8b
ANNEX A
NORWICH CITY COUNCIL
Commentary on the ‘Affordability’ Review of the ‘Norfolk Pattern B – Greater Norwich Unitary
Submission’

We note that IPF conclude that the Norfolk Pattern B – Greater Norwich unitary submission,
as submitted, does meet the 5 criteria (see Table 5, page 59). It is only when IPF start to
apply arbitrary changes to our submitted figures that this model starts to fail to meet the
criteria.
IPF rightly note (para 10.1, page 63) that our model involves high levels of ICT investment.
This is because our model adopts a fundamentally different approach from the other
submissions, in that we have adopted a transformation approach rather than a “bolt-together”
approach. For this reason, it is inappropriate to compare the financial cases that underpin the
different proposals in the way that IPF have.
We therefore have a number of concerns about the IPF conclusions. In particular, this
commentary will address:
1.
2.

The Steria ‘Efficiency Model’ – ICT Transition and Transformation Costs and Savings
IPF analysis - Risks still inherent and cost reductions – modelling

Further information on these 2 areas is set out below.
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1
The Steria ‘Efficiency Model’ – ICT Transition and Transformation Costs and
Savings
IPF correctly note that the savings that will be achieved, in the main, from a significant
investment in ICT services with Norwich City Councils PFI ICT supplier and partner (Steria).
They also accept that, as submitted, our proposals will meet the 5 affordability criteria (see
Table 5 on page 59 of the IPF analysis report).
However, we are concerned that IPF do not seem to fully understand the Steria
transformation model, and conclude that it is high risk, leading them to make arbitrary
changes to our projected savings, which means that the overall greater Norwich case does
not then meet the affordability criteria.
We are clear that the Government initiative to create new unitary authorities was about
transformation:
“The Government is clear that the current restructuring of local government is about creating
new authorities – authorities with new functions and responsibilities but just as importantly
with revitalised and strengthened local leadership and governance arrangements with a new
innovative approach to service delivery in their area.” (CLG Implementation guidance August
2007)
and
“I see these new unitaries very much as flagships for the future of local government in general
– in terms of leadership, in terms of opportunities for the participation of citizens, in terms of
empowerment, in terms of partnership and in terms of securing excellent services…” (John
Healey speech 20 September 2007).
This is particularly true for the proposed greater Norwich unitary council, which would use a
new larger boundary and be made up of parts of four different councils. Such a radical
change is very different from say the creation of a countywide unitary – both in terms of the
scale and complexity of the change, but also the difference between an urban and largely
rural focus which require different structures and models. For this reason it is inappropriate for
IPF to directly compare the cost profiles of the 16 submitted financial cases, as they reflect
very different business case proposals.
Furthermore, consistent with Government ambitions for innovation and long-term benefits,
Norwich City Council has adopted a transformation approach, rather than the “bolt-together”
model being proposed by most other unitary council proponents. Our recent experience of
working with a transformation partner (Steria), which has led to major efficiencies and
improvements in performance, provided a tried and tested model which can be readily applied
to a new unitary setting. Indeed Steria already have current successful contracts at both
unitary and county councils where a similar model is being pursued.
IPF conclude that such a transformation model is high risk. In such circumstances, we would
have expected IPF to liaise with us in order to provide further explanation of the model, so
that their concerns could be mitigated. We would strongly disagree with their “high risk”
assessment, and indeed would contend that major investment in transformation is essential to
bring about the creation of new authorities, with the ability to develop radically new
approaches to local governance and service delivery. We feel that “low risk” approach taken
by other proponents will simply lead to low achievements and the need for significant
investment further down the line. Our model is therefore much more sustainable.
It is also important to note that partnering arrangements are not necessarily “high risk” as:
 All savings and costs would be ‘guaranteed’ by contract.
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Improvements in service efficiency would be by a joint process of service transition
and transformation, giving an annualised rate of return of 35%.
The Steria Efficiency Business Model is based on a proven model that has been used
at the London Borough of Bexley, Wiltshire County Council and at Norwich City
Council.

Further information is set out below.
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1 - The Steria ‘Efficiency Model’ – ICT Transition and Transformation Costs and Savings
i.

All savings and costs would be
‘guaranteed’ by contract

The costs and savings that would accrue to a GNUC would follow a robust ICT development
programme that would be subject to a formal contract, as has been in the case for the current ICT
PFI at Norwich City Council – consequently, the savings that have been allowed for in Norwich City
Councils LGR submission would be guaranteed.
It should be noted that IPF are correct in their knowledge that the new arrangement (the Steria
efficiency model) is not as yet formally approved. However, Steria are already at Norwich City
Council delivering considerable savings. In addition, the support services model that is proposed
by Norfolk County Council is itself ‘untested’ and has not been supported by any of Norfolk’s S.151
officers.

ii.

Improvements in service efficiency

The current Norwich Connects ICT PFI primarily focused on the efficiencies that would accrue from
the provision of a central ‘customer centre’ for all ‘second tier’ services provided by Norwich City
Council. In addition, due to a lack of general under investment in ICT, ICT services were
outsourced so Norwich City Council could maximise ICT service provision but minimise cost by
achieving efficiencies that would be obtained via economies of scale (i.e. a central ICT helpdesk
for all Steria clients).
The service efficiency programme that would be followed as a consequence of LGR would be a
two-stage process, in that there would be:
Services transition
This would effectively be service integration of the joining councils functions and services. This
element of the LGR ‘ICT’ process is cost heavy as this requires considerable investment to ensure
that data and systems are appropriately integrated. The annualised costs and savings over the
LGR review period are:
£’m
One-off Costs: 0.690
Ongoing Costs: 0.682
Total Costs:
1.372
Savings:
(0.337)
Net:
1.035

60

Services transformation
This is where the substantial savings are achieved. This element of the LGR ‘ICT’ process reflects
the efficiency that can be achieved through improvements in the way that services are provided
and resource rationalisation. The costs include an element for ongoing review to ensure that
services that are provided are continually reviewed and provided in the most cost effective way
possible. The annualised costs and savings over the LGR review period are:
£’m
One-off Costs: 0.964
Ongoing Costs: 1.893
Total Costs:
2.857
Savings:
(5.395)
Net:
(2.538)
The net saving per annum is £1.503m, which compared to the total annual costs of £4.229m, gives
a rate of return of 35.5% - which reflects an excellent rate of return!
In addition, at paragraph 1.4-page 54 of the detailed report, the IC clearly state that the costs and
savings are ‘not wholly related to transition’ and this is very true. The catalyst for such a
fundamental review of service provision is the LGR process itself; hence the transition phase (the
integration of services) is as important as the transformation phase (the efficiency programme) – to
do one without the other would not be the most efficient use of resources as the true benefit to the
citizens of Norwich will only be achieved if both elements of the ‘LGR’ ICT review are undertaken.
In other words, to do the Transition without Transformation would only be a net cost to a GNUC, as
there would not be any improvement in the delivery of integrated service of the joining councils; but
to do Transformation without the Transition would similarly not be efficient because for services to
be provided effectively, the current ‘joining’ council systems would need to be brought together and
integrated.
iii.

Business Model based on a Proven
Efficiency Model

From the adjustments that have been made to the savings by IPF, the conclusion that has been
made is that the efficiency model that has been applied to the LGR ‘ICT’ process is unreliable
because the savings are ‘optimistic’.
Firstly, to reiterate an earlier point, the savings would be contractually ‘guaranteed’, so they would
have to be honoured by the successful contractor. Secondly, the efficiency model used by Steria
has been successfully applied to both Wiltshire County Council and the London Borough of Bexley;
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and of course, to the Norwich Connects initiative – the 15 year ICT efficiency programme currently
being undertaken at Norwich City Council.
To demonstrate the efficiencies that are achievable by the Steria efficiency model, I attach for your
information below a savings analysis that shows that between 2004 and 2006, in excess of
£2.814m per annum savings have been achieved.

iv.

Limited Review of the Steria
Efficiency Business Model by the
Independent Consultants

Executive Report - 16.04.2006 - Norwich Connect
Since the submission of Norwich City Councils affordability workbook in early September 2008, IPF
have raised a number of questions with Norwich City Council. However, only 4 questions have
been raised in relation to the Steria ‘Efficiency’ Model (i.e. ICT costs and associated savings); for
information.
It is considered that there has only been a ‘high level’ review of the Steria efficiency model and IPF
have concluded that ICT costs are high and savings are ‘optimistic’ when compared to other
submissions. To adjust for this, IPF have reduced the savings; even though we had risk assessed
the savings in our original submission (this assessment seems to have been ignored).
Norwich City Council recognises that the ICT cost (investment!) in ICT is significant (as has been
shown when the costs are compared to other submissions in this LGR round and was also the
case in the previous round of LGR). However, as shown earlier the return on the investment is
significant and to allay any concerns regarding the application of the model, prior to the submission
of our answers to Information Request 02, we asked IPF if they would meet with Steria to enable
them to review the detail of the efficiency model; unfortunately the consultants declined this offer.
To try and circumvent the hesitation by IPF to discuss the efficiency model, as shown in our
answer to Question 6 of Information Request 02, a further offer was made in that if IPF wanted to
raise specific questions, then these would be forwarded to Steria for answer – to date no such indepth questioning of the model has been undertaken.
Consequently, we do not consider that IPF have robustly reviewed the Steria efficiency model to
the degree that is needed for them to be able to make the conclusions that they have currently
made.
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2

Risks still inherent and cost reductions – modelling

At Section 5 of the detailed report (page 57, table 3) are listed the issues that IPF have
changed in our ‘Submitted Bid’. We are concerned that we have not been consulted on these
proposed changes in respect of their likely impact on the affordability case.
There are 5 main issues raised by IPF. These can be summarised as follows:
Issue
No
1

Issue raised by IPF

Norwich City Council Conclusion

Staff savings appear high and optimistically
in place from day 1, and based on an
efficiency model provided by an external
partner. High levels of natural wastage
arising from staff turnover are also
assumed.

To reduce the savings by any amount
and to then delay those savings is a
very pessimistic view as the savings
are built on a robust ‘efficiency’ model
that reflects current staff turnover
rates.

2

Efficiency savings are assumed from day 1
- £6.9m rising to £7.3m – though
investment begins in the previous year this
could be optimistic

To reduce the savings by any amount
and to then delay those savings is a
very pessimistic view as the savings
are built on a robust efficiency
methodology.

3

Staff release costs appear to low, and also
take high natural wastage levels into
account. Discounting the highest and
lowest calculations in the submissions the
average is about £30k per staff released –
some 5 times as high as the Norwich
calculation. Whilst Norwich say they will
take steps to control this, the difference is
significant.

The cost per staff member released is
41.9% more than the average of other
submissions, rather than being 1/5 of
the average as stated by the IC.

4

Balances at 1/4/2008 have not been
adjusted to actual

The balances issue, being raised as a
concern, is somewhat surprising since
Norwich City Council’s submitted case
did not need to have the balances
increased to meet the 5 affordability
criteria.

5

Combined Fire Authority – Norfolk’s
ongoing costs of £1.9m (of which £0.4m
affects this submission) look too high when
compared to Suffolk’s (£0.3m)

The workbook for a GNUC has not
been appropriately adjusted to reflect
a ‘fairer’ ongoing cost for a Combined
Fire Authority, when compared to the
Combined Fire Authority costs
associated with Suffolk County
Council.

6

Disaggregation of Education expenditure
and grants

IPF have failed to resolve this issue,
but acknowledge that “This analysis
takes no account of the lack of
agreement with regard to the
disaggregation of education
expenditure and grants, which would
make one or other of the submissions
more difficult” (Summary p3)
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Each of these issues is examined in more depth below.

64

65

66

Risks still inherent and cost reductions – modelling

Issue
No

Issue raised by Independent
Consultant

1

Staff savings appear high and
optimistically in place from day
1, and based on an efficiency
model provided by an external
partner. High levels of natural
wastage arising from staff
turnover are also assumed.

Norwich City Council Conclusion

Norwich City Council has included in the IC workbook:
The inherent ‘staff savings’ that would be accrued from the Steria efficiency model will, as noted in
earlier discussion, be based on a contractual arrangement and the model has a history of achieving
significant efficiency savings at other councils.
As noted within the supporting information to the workbook, it has been shown that the staff efficiencies
that would be achieved total 194 posts, 184 of which would be via natural wastage and 10 from
redundancy. The detailed analysis of this is shown below:
Total Estab following Vesting Day
Education
Net available for Efficiency
Current Turnover of Staff: Norwich City Council
August 2007 to September 2008
Therefore annual vacancies
Expected Efficiencies - FTE's
Posts to be Recruited to:
Efficiency
Redundant
Natural Wastage - not replacing vacant
posts

5,933
(2,977)
2,956
13.55%
401
194
207
10
184
194

The 13.55% staff turnover is based on actual experience of staff turnover at Norwich City Council
between August 2007 and September 2008; thus the 194 posts is expected to be achievable.
IPF have done this:
Reduced savings by 10% and delayed by 6 months.

66

67

Norwich City Council disagree with the IPF actions:
It is considered that to reduce the savings by any amount and to delay those savings is a very
pessimistic view as the savings are built on a robust ‘efficiency’ model that reflects current staff turnover
rates.
2

Efficiency savings are
assumed from day 1 - £6.9m
rising to £7.3m – though
investment begins in the
previous year this could be
optimistic

Norwich City Council has included in the IPF workbook:
As mentioned earlier, there are two ‘distinct’ elements in the ICT efficiency model to ensure an efficient
and effective transition to a GNUC; basically a Transition element (the integration of joining council
services) and a Transformation element (review of services to drive out efficiencies within services).
Both elements are essential to the formation of an efficient and effective GNUC, they are not mutually
exclusive and both are intrinsically linked to the LGR process! However, by undertaking both these
elements, Norwich City Council and GNUC will be able to achieve immediate efficiency savings as both
elements accrue savings in their own right (please also note that these savings will be contracted!)
IPF have done this:
Reduced savings by 10% and delayed by 6 months.
Norwich City Council disagree with the IPF actions:
Thus, as per Issue 1, it is considered that to reduce the savings by any amount and to delay those
savings is a very pessimistic view as the savings are based on a robust efficiency methodology.

3

Staff release costs appear to
low, and also take high natural
wastage levels into account.
Discounting the highest and
lowest calculations in the
submissions the average is
about £30k per staff released –
some 5 times as high as the
Norwich calculation. Whilst
Norwich say they will take
steps to control this, the
difference is significant.

Norwich City Council has included in the IPF workbook:
As discussed earlier, of the 194 posts that will be ‘disestablished’, 184 of these posts will be due to the
non replacement of staff that leave the council (see Issue 1 for detailed discussion), thus leaving 10
posts that will be made redundant. In addition, there is the likelihood of a further ‘net’ 21.4 senior posts
that could be made redundant; giving a total of 31.4 posts to be ‘disestablished’.
IPF have done this:
IPF have stated that the cost per staff member released is significantly less than the average of the other
submissions.
Norwich City Council disagree with the IPF actions:
It is considered that the statement made by IPF is ‘wrong’; please note the following:
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a)

The methodology used by IPF to establish that the average of the other submissions of £30k is 5
times more is considered to be as follows:
Staff Release Costs:
£1.337m
Staff effect per expenditure reduction: 209
Cost per post:
£6,397
Cost per post compared to average:
-78.6% (£30,000 / £6,397)
This methodology is wrong because no cost will be incurred for the 184 staff that will leave
Norwich City Council.

b)

The correct calculation is as follows:
Staff Release Costs:
Staff effect per expenditure reduction:
Cost per post:
Cost per post compared to average:

4

Balances at 1/4/2008 have not
been adjusted to actual

£1.337m
31.4 (10 non CMT+21.4 CMT)
£42,580
41.9% (£30,000 / £42,580)

Thus; the cost per staff member released is 41.9% more than the average, thus it is argued that Norwich
City Council has over provided for staff release costs.
Norwich City Council has included in the IPF workbook:
Balances of £6.699m, plus the allocations from the ‘joining’ councils.
If Norwich City Council had included the balances as at 01/04/2008, this would have benefited the case
of a GNUC because the level of General Fund Balances compared to 1/4/2007 would have increased.
However, it is in fact an adjustment that was not necessary for Norwich’s submitted case to meet the
affordability criteria (as noted on Table 5, Page 59 of the detailed case).
IPF have done this:
This issue was raised by IPF, and we asked to be consulted if an amendment was to be made to the
balances figures so we could adjust our submission, no such consultation has taken place. IPF have not
adjusted the balances to reflect the revised balance as at 01/04/2008.
Norwich City Council say:
To have the balances issue raised as a concern is somewhat surprising considering there had not been
any further communication since the question noted above.
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5

Combined Fire Authority –
Norfolk’s ongoing costs of
£1.9m (of which £0.4m affects
this submission) look too high
when compared to Suffolk’s
(£0.3m)

Norwich City Council has included in the IPF workbook:
An allocation of £0.4m per annum. This is the co-terminus element of the £1.9m annual cost that was
stated by Norfolk County Council for a Combined Fire Authority.
IPF have done this:
IPF have reduced this cost by 50%, which means that for the Combined Fire Authority for both GNUC
and the Residual Norfolk County would reduce to £0.8m; however this would be some 260% more than
that proposed for Suffolk..
Norwich City Council agree:
That the cost for a Combined Fire Authority at £1.9m for both GNUC and the Residual Norfolk County is
excessive, and it has been correct to reduce this to a more representative amount.
However, there is also an fair argument that the ongoing cost for the Combined Fire Authority could be
eradicated in its entirety because the costs of administering this service is currently being met by Norfolk
County Council and is therefore included in the ‘base budget disaggregation’ - would not impact on any
transitional costs.

6

Disaggregation of Education
expenditure and grants

Considering that the Boundary Committee’s Independent Financial Consultants have not been able to
draw a final conclusion on the disaggregation of the Education budget between a Greater Norwich
Unitary Council and the Residual Norfolk Unitary Council, a ‘high-level’ review of the base budget for
Education has been undertaken to establish its ‘reliability’.
This analysis raises a number of outstanding queries which have not been resolved, but which could
have a significant effect on the affordability of the relevant cases.
The following table details the historical spend as per the Statement of Accounts for Norfolk County
Council and adjusted for various ‘technical’ accounting adjustments that have occurred since 2004/05

Year

Gross
Spend
£’m

Income
£’m

Net
Spend
£’m

Note

DSG
£’m

Centrally
Retained
£’m

Schools
£’m

Net
Cost+DSG
£’m
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2004/05
2005/06
2006/07
2007/08
Note
1
2

3
4
5

6

569.846
667.845
642.773
976.777

154.904
200.071
553.564
601.632

414.942
467.774
89.209
375.145

1
1
1,2,3
4,5,6

0
0
376.695
397.879

41.589
43.722

335.390
354.157

414.942
467.774
465.904

Costs of Education Service , accounts prepared on a true cost basis
First year of the introduction of the new Dedicated Schools Grant. The amount of DSG
allocated was £376.695m, this effectively explains the difference in income between the
yeas as the DSG has now been shown within the Income figure
Accounts now prepared under the FRS17 basis
The figures now represent the total expenditure for Children’s Services i.e. Education plus
the Children’s Social Care elements of the former Social Services function.
The restated comparator for the previous years (2006/07) spend within the accounts
shows the following split:
Education
£89.209m
Social Services
£66.309m
There is now a discrepancy between the 2006/07 net spend and the 2007/08 position

Upon reviewing the above, the following serious questions are raised about the Education base budget
information, which then raises doubt on the figures that have been used to substantiate workbook
methodology!
Disproportionate Increase in Children’s Services Costs
Between 2004/05 and 2006/07, the adjusted Education ‘spend’ is broadly in line with expectations and
looks generally reasonable, resulting in an Education spend of £465.904m.
However, for 2007/08, although there were some further technical accounting adjustments, the reported
net spend for Children’s Services is £375.145m – when compared to the 2006/07 comparators in the
Statement of Accounts, this indicated that there has been a significant net resource increase (even
though the DSG allocation remains broadly consistent with previous years – 2006/07:
£376.695m/2007/08: £397.879m).
Such an increase prompts the questions:
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Question 1 - Where has all this additional income come from?
Question 2 - Where is it being spent?
Pooled Budget Arrangements
These arrangements have not been disclosed by Norfolk County Council in their Education activity, and
thus casts doubt over the affordability modelling. This then poses the following questions:
Question 3 - Has the IPF affordability model made any allowance for the continuation of these
arrangement Pooled Budget Arrangements which can distort the funding allocated to schools?
Dedicated Schools Grant – Comparison to IPF Statistics
As per the Independent Consultants Affordability model, the stated net expenditure for Education
services in 2007/08 is £564.981m. However, the table above shows an adjusted Children’s Services and
Education cost of £375.145m.
Question 4 – What justification is there for the £189.836m difference between the IPF stated cost of
Education and the DSG allocation.
A further analysis of DSG then shows what the estimated DSG will be over the next few years; this is
shown in the Table below:
Year

2007/08
2008/09
2009/10
2010/11

Guaranteed Unit of Funding
(amount per pupil)
£
3,648
3,807
3,945
4,111

Total DSG
£’m
397.879
411.575
427.900
445.308

Comparing this to the 2007/08 Education services budget (see above), this clearly raises a further
question on the reliability of the net cost of Education as the 2007/08 net cost is considerably more than
the projected net cost in 2010/11.
Question 5 – What justification is there for the £119,673m difference between the IPF stated cost of
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Education and the 2010/11 DSG allocation of £445.308m ?
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RESPONSE 8c REVIEW
Author of response

Date of response
23rd December 2008

Norwich Annex B Richard
Harbord Public Sector
Consultants Ltd.
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
All comments have been covered in the
main report
Detailed response
The methodology used is on the face of the This representation does not reflect the
report indefensible. It seems to make a depth of the work that was undertaken. It
comparison of the costs and savings made is perhaps not surprising that other
in the various bids from various authorities. It correspondents have not only found the
only uses the workbooks of the Authorities work fully defensible, but have found it to
currently under examination. This is a very be ‘…well-focused and has identified the
narrow and possibly very untypical sample. key issues. Its conclusions are sound.’
These figures have been averaged and the
high and low submissions noted and then No doubt the view of the quality of the work
the consultants have re-modelled the is flavoured by the outcome.
Authorities figures using these totally
irrelevant and unconnected figures.
The approach that was taken with this review
was the same at that taken for the DCLG
review of 2007.The approach was set our
clearly in the April 2008 briefings to all S151
officers.
The comment ignores the extensive work
which was done on the sensitivity of the
original submissions before any financial
modelling took place. This showed that the
Greater Norwich submission at 5%
sensitivity would fail 2 criteria and at 10%
would fail three criteria. It is very rare that
estimates of major change are accurate to
these levels.
The comment also ignores the extensive
question and answer details shown in the
Compilation of Background Information
report (pages 38 to 74 of that report). These
responses informed the modelling as much
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as the graphical analysis which was only a
guide – as an example Greater Norwich’s
staff release costs are graphed as the lowest
of all submissions – yet our modelling only
increased these to the second lowest –
recognising the detailed response which
Norwich had given us.

It is insulting to the local authorities involved
who have worked extremely hard to produce
robust and auditable figures to have them
arbitrarily altered to a figure that they do not
recognise and cannot support.

All submissions were the result of extensive
and prolonged work by many officers, and
not one officer – including the S151 officer
for Norwich - has said that he or she is
insulted by the fact that their work has been
reviewed and that we have taken a view that
some risks may come to fruition, and are
consequently factored into our analysis, by
modelling. This reflects best practice in
financial planning and appraisal in order to
establish how robust assumptions are.
We sought to only to provide a view as to
whether or not the affordability criterion is
likely to be achieved. The approach taken
was consistent with proper practice.

Given the wealth of information available
and published about local authority costs
and indeed the amount collected by Central
Government in support of efficiency savings
etc I would have expected that if such a
challenge
were
necessary
for
the
consultants to use wider benchmarking
figures rather than the self selecting data
from a handful of authorities.

The exercise which we are reviewing here is
specific and requires the amalgamation of
many authorities. We are required to look at
specific transitional costs and savings and
their effect on the affordability criteria within
a short timescale. All lead officers were
looking at the same headings – the effect will
be different depending on their individual
circumstances but it is perfectly reasonable
to look across the shared experience of all
those submissions to gain a view, informed
by our further information collection, as to
which risks may occur which may have a
financial effect on the figures as submitted.

Steria have an excellent reputation in local
government for their work on efficiency and
their model has been used widely. Their
work is key to the submission and Steria’s
relationship with Norwich is based on the
long term and a strong past relationship. In
this case Steria know Norwich very well and
the savings would be of a contractual nature.

There is no contract in place and Norwich
has stated that the contract would be subject
to competition. There is no guarantee – or
can there be – that the savings as set out in
the Norwich submission will be achieved in
the timescale shown and in their entirety as
shown. That is the risk we have highlighted.

If a wider view outside the Authorities in this
report had been taken it would be seen that
the overall figures for staff turnover are not
unusual and in this case are based on what
has actually happened. The savings are

The 16 submissions showed a range of staff
reductions from 1.7% to 7.3% - Norwich’s
percentage was the highest at 7.3%.The
next closest was Ipswich and Felixstowe at
5.2%. Our adjustments reduced staff savings
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robustly calculated and are capable of being
achieved in line with the original submission.
Nobody expects there to be an exact match
between the new organisation and the staff
employed but using the vacancy approach
means that the costs are greatly minimised.
COMBINED FIRE AUTHORITY
This is a point which seems to be agreed on.
The additional costs claimed by the County
and included in the workbook are not
supportable and should be lowered.
However the point must be made that the
methodology used by the Independent
Consultants cannot be agreed or supported.
It is not a rigorous examination of the final
case and it has been reached not only in a
very limited way but also without seeking
detailed information from Norwich
themselves.

by 10%, bringing this percentage down to
about 6.6%. – still the highest of all the
submissions.
Agreed
For this reason the risk we modelled for staff
release costs only increased cost up to the
level of the second lowest of all the
submissions
The figures have been lowered in our
financial modelling– this was as a result of
our detailed review of the figures put forward
by Norfolk – precisely the approach we used
in the Greater Norwich review
The detailed information which we sought
and received from Norwich is shown in its
entirety in our report See Compilation of Background Information
report (pages 38 to 74 of that report).
In fact the detailed questions and answers
for the Greater Norwich submission were
greater in number than for any other
This response fails to make any mention of
the disparity between the budget
disaggregation for Greater Norwich and
Norfolk Remainder Pattern B

75

76

RESPONSE 8c
Annex B
NORWICH CITY COUNCIL
SUBMISSION OF FIGURES TO SUPPORT A BID FOR A GREATER NORWICH UNITARY
AUTHORITY.
INTRODUCTION
We have supported and assisted Norwich in their bid to become a Unitary Authority
from the very start of the process and I have been involved at various stages with
detailed work on grant settlements, council tax position etc. I know how much work
has gone in to producing robust and supportable figures.
I have been asked to comment on the methodology used by the Independent
Consultants to the Boundary Committee in their report which was released on 21st
November 2008.
OVERALL COMMENTS
I think it is most unfortunate that the Independent Consultants have not been prepared
to meet with the Authority to discuss this particular report. The level of technical
questions and feedback on the workbook submitted has been very low and it would
have been useful for both sides to meet and discuss the various assumptions made
and to gain an understanding of the reasons for the approach taken by both sides. A
satisfactory outcome is not likely without such an exchange.
The methodology used is on the face of the report indefensible. It seems to make a
comparison of the costs and savings made in the various bids from various
authorities. It only uses the workbooks of the Authorities currently under examination.
This is a very narrow and possibly very untypical sample. These figures have been
averaged and the high and low submissions noted and then the consultants have remodelled the Authorities figures using these totally irrelevant and unconnected
figures.
The use of these figures has made a considerable difference to the affordability of the
various options. This is unsurprising considering the key figures altered.
It is insulting to the local authorities involved who have worked extremely hard to
produce robust and auditable figures to have them arbitrarily altered to a figure that
they do not recognise and cannot support.
Given the wealth of information available and published about local authority costs
and indeed the amount collected by Central Government in support of efficiency
savings etc I would have expected that if such a challenge were necessary for the
consultants to use wider benchmarking figures rather than the self selecting data from
a handful of authorities. Such a wider challenge would have given a better picture of
normality allowing a greater variety of approaches to be encompassed.
One of the strengths of local government which is now enshrined in the Central/Local
Concordat is that Authorities must be allowed to provide services to serve their own
communities. This means that by its very nature standardisation is not expected.
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I know that Norwich are producing a detailed explanatory note of the points raised by
the consultants but I have one or two comments to make of a general nature having
looked at and discussed with Norwich their further submission.
EFFICIENCIES
Norwich have started a series of planned efficiencies which as I understand start in
April 2009 regardless of the outcome of these discussions. They went at the earliest
opportunity to Steria to partner with them their efficiency savings from the new Greater
Norwich Authority.
Steria have an excellent reputation in local government for their work on efficiency and
their model has been used widely. Their work is key to the submission and Steria’s
relationship with Norwich is based on the long term and a strong past relationship. In
this case Steria know Norwich very well and the savings would be of a contractual
nature.
It seems to me that their work has not been understood by the Independent
Consultants and has been dismissed without rigorous examination.
STAFF SAVINGS
Specifically looking at this area raises interesting points. As I say Norwich is intent on
moving forward from next April and therefore has everything in place to ensure that
happens and that staff savings occur from the start. If a wider view outside the
Authorities in this report had been taken it would be seen that the overall figures for
staff turnover are not unusual and in this case are based on what has actually
happened. The savings are robustly calculated and are capable of being achieved in
line with the original submission.
STAFF RELEASE COSTS
Of all the matters commented on by the Independent Consultants this shows how
shallow their appreciation of the Norwich bid is. The re-organisation will be achieved
using a great proportion of posts which have been held vacant or filled in a temporary
fashion. This is an extremely prudent and sensible approach which the revised figures
penalise Norwich for.
I am currently advising on a major budget from a Government Agency where exactly
the same approach has been taken. Nobody expects there to be an exact match
between the new organisation and the staff employed but using the vacancy approach
means that the costs are greatly minimised. In the Government Agency similarly staff
release costs are comparatively low if taken as an average of all posts lost but in the
detail there is a realistic level of staff release costs for senior staff and others where
there is not a match. This is the approach taken very prudently by Norwich. In fact their
calculation gives a higher staff release cost for remaining staff than the authorities
used in this comparison. This is mainly because a realistic view has been taken of the
senior nature of the staff released. Indeed the cost as an average may be even be lower
when allowance is made for the savings on interim staff who currently fill some roles in
the organisation.
COMBINED FIRE AUTHORITY
This is a point which seems to be agreed on. The additional costs claimed by the
County and included in the workbook are not supportable and should be lowered.
CONCLUSIONS
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I have read and fully support the response Norwich have made to the Independent
Consultants report. Very little time has been made available for this but it covers all
outstanding points. No doubt a more detailed case will be made in the longer
consultation period early in 2009.
However the point must be made that the methodology used by the Independent
Consultants cannot be agreed or supported. It is not a rigorous examination of the final
case and it has been reached not only in a very limited way but also without seeking
detailed information from Norwich themselves.

Richard Harbord M.Phil, CPFA, FCCA, FCMIS,IRRV, MIIM,FRSA,MIBC.
Consultant
Public Sector Consultants Ltd.
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RESPONSE 8d REVIEW
Author of response

Date of response
23rd December 2008

Norwich Commentary on the
IPF ‘Affordability’ Review of
the ‘Norfolk Pattern B –
Norfolk Remainder
Submission’
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports presented to the
Committee on 19 November and uploaded on our website on 21 November?
Overall
response
No effect
on the overall
conclusions

Reason
Issues raised have been addressed

Detailed response
Although it is
accepted that there
will be some
‘diseconomies of
scale’ between the
transition costs of a
unitary Norfolk
against a Norfolk
Remainder unitary, it
is not reasonable to
assume that all
transition costs will
be proportionately
higher than the
whole unitary option
due to the
‘diseconomies of
scale’.

Agreed

We note that IPF
also observe that
“This submission
has been based on
the assumptions
used by Norfolk
County submission.
Norfolk themselves

Agreed
Having said that we did model some opportunities ( see above and the reduced
Combined Fire Authority costs – these total £3.7m over the period)

The submission did reflect loss of economies of scale as did all County Remainder
submissions. As with all such submissions we did bring in some modelling of missed
opportunity costs
Our modelling brought in reductions in the additional staffing costs put forward by
County – but since this unitary is about 73% of the County bid in terms of population
this reduction was limited to 10%
It is interesting to note that there is no specific provision for diseconomies of scale in
the Greater Norwich bid
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accept that if
different
assumptions were
used there would be
different outcomes”
(para 10.1, page 82).
This observation
alone has to place
doubt on the validity
of the figures
submitted.
One-Off Costs
Using the population
share (73.4%) as the
correct base

It is surprising that a representation from an authority wanting unitary status which has
argued that each submission is different - and that theirs is somehow very different –
should analysis another submission purely on the basis of its level of population.

One-Off Costs
the total transition
costs for:
- unitary
Norfolk £18.4m
- Norfolk
Remainder £15.8m

On a straight population pro rata approach one off costs are 14% higher in the
Norfolk Remainder submission, not 86%

thus giving a higher
cost for the Norfolk
Remainder unitary of
86.0%.

One off costs

Norfolk
unitary
with
Lowestoft

Norfolk
remainder
with
Lowestoft
difference

Population
One off costs ex capital financing
Per 1000 head of population

901.8
18.7
0.021

682.3
16.0
0.024

0.003
13.6%
The submission did reflect loss of economies of scale as did all County Remainder
submissions. One off costs were generally calculated using the same basis as that
for the County submission, and we have generally accepted these in the County
submissions. Norwich say there are higher provisions proportionately for change
management – Norfolk would say that reflects the work necessary there
Comparing the Norfolk Remainder change management provisions with the
Greater Norwich change management provisions gives the following

Change management

Greater
Norwich

Norfolk
remainder
with
Lowestoft

219.3
1.4
0.007

682.3
3.6
0.005

difference
Population
Change management
Per 1000 head of population

-0.001
-19.7%

So the provision by Greater Norwich on a population basis is nearly 20% above
that used in the Norfolk Remainder submission – yet Norwich are indicating that
the provision is too high in the Norfolk Remainder bid. It is unlikely however that
Norwich would accept that their figures should be reduced on that basis.
In fact we do not accept that a straight pro rata approach is correct, and are happy
that our approach has achieved reasonable outcomes
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Ongoing costs
The main increase is
due to Other costs,
which is made-up of
additional staffing
and fire
costs(£5.9m)

Staffing has been reduced in our modelling and is dealt with above
Fire costs are an apportionment of the present fire costs between the two Pattern B
unitary proposals – in total these equate to the base budget. There has not been an
issue with the reconciliation of the base budget for fire - if the costs for fire were not
allocated to Norfolk Remainder they would have been allocated to Greater Norwich
The issue we have identified relates to additional costs for the ongoing running of the
CFA which we felt may be too high and which we reduced by half in our modelling for
both Norfolk Remainder and Greater Norwich

The figures
submitted by Norfolk
CC for the Norfolk
remainder unitary
are unreliable, and
add additional
overhead costs

Some modelling adjustment was made as shown above

Generally speaking,
IPF have not
examined the
accuracy of the
figures submitted,
and have therefore
taken them as read

Our questions and answer data is shown in the Compilation of Background information
( page 75 – 86 for Norfolk Remainder with Lowestoft, and pages 183 – 190 for Norfolk
Remainder without Lowestoft – these also direct the reader to the extensive
information gathering for the Norfolk County submissions which also held some data
relating to the two Norfolk Remainder submissions).

However, even IPF
recognise that
figures submitted by
one party (Norfolk
CC) have not been
agreed by other
parties, and that
different
assumptions would
lead to different
outcomes

Not only do we recognise this but we give this issue high prominence in our Summary
Report

IPF conclude that
this model does not
meet the balances
criterion, but also
recognise that
significant financial
issues remain
unresolved eg
education funding
and specific grants –
we would content
that if these were
sorted the balances
issue may well
disappear

The issue will not disappear

Furthermore, given
that IPF also accept

Whether this is true or not will be shown in the ‘in aggregate analysis’

The submission relating to Norfolk remainder – with and without Lowestoft – when
added to the Greater Norwich submission did not equate to the base budget by some
£7.1m. We questioned both Norfolk and Norwich on this issue extensively ( see
th
page26 of the Summary report 17 November 2008) – we could not get agreement
from Norfolk or Norwich so we evaluated the two submissions as they stood and made
the point that if the correct base budget were used one or other or both of the
submissions would be worse than the figures as submitted would suggest.( see
pages27 of the Summary report , and pages 63,82,and 234 of the Compilation of
Detailed Reports)

81

82

the balances issue
would be resolved
after the early years,
it is entirely possible
that some form of
temporary
arrangement would
be possible to
ensure safe
balances levels
We do not agree
with the “high” risk
categorisation of this
model – we fail to
see how a very
substantial new
unitary with a
population of around
620,000 without
Lowestoft, or
680,000 with
Lowestoft (making it
the third largest
unitary in England)
can unaffordable.

Our analysis relates specifically to the Secretary of State’s affordability criteria and to
the figures which were presented to us by the lead officer concerned and the
information gathering which we did.
It does not relate to anything else, or to any other definition of affordability
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RESPONSE 8d
ANNEX C
NORWICH CITY COUNCIL
Commentary on the IPF ‘Affordability’ Review of the ‘Norfolk Pattern B – Norfolk Remainder
Submission’
Introduction
We note that IPF conclude that the Norfolk remainder submission does not meet one of the 5
affordability criteria (adequate balances), although they accept this will be resolved after the
early years of the new unitary council (para 10.2, page 82). They also conclude that this
model is a high risk solution.
We note that IPF also observe that “This submission has been based on the assumptions
used by Norfolk County submission. Norfolk themselves accept that if different assumptions
were used there would be different outcomes” (para 10.1, page 82). This observation alone
has to place doubt on the validity of the figures submitted.
We also note (para 10.5, page 82) that IPF are concerned that there has been no agreement
on the disaggregation of education expenditure and specific grants.
In addition to these concerns expressed by IPF, we have concerns that between the both the
‘county unitary’ model and the ‘Norfolk Remainder county unitary’ model there could be
disparities.
Based on population, the population of:
- A ‘whole’ unitary Norfolk (excluding Lowestoft) – 826,700
- Norfolk remainder unitary (excluding Lowestoft) – 607,200
this gives the Norfolk Remainder 73.4% of the ‘whole’ unitary option.
Although it is accepted that there will be some ‘diseconomies of scale’ between the transition
costs of a unitary Norfolk against a Norfolk Remainder unitary, it is not reasonable to assume
that all transition costs will be proportionately higher than the whole unitary option due to the
‘diseconomies of scale’.
One-Off Costs
A comparison of both the whole unitary and Norfolk Remainder models clearly shows that the
proportion of ‘one-off’ transition costs for the Norfolk Remainder is 12.6% higher than the
expected 73.4% based on population share. We are concerned therefore that Norfolk has
overly loaded the Norfolk remainder financial case with additional and unwarranted overheads
costs.
For example, the total transition costs for:
- unitary Norfolk - £18.4m
- Norfolk Remainder - £15.8m
thus giving a higher cost for the Norfolk Remainder unitary of 86.0%. Using the population
share (73.4%) as the correct base, in proportionate ‘cost’ terms this represents £2.3m; which
in the main is due to:
- higher staff release costs (£0.90m)
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-

information technology (£0.29m)
change management (£0.81m)
elections (£0.03m)
communications/branding (£0.01m)
closedown (£0.04m)
Other: Fire (£0.22m)

For the main items listed above:
Staff Release Costs
We do not understand :
– why the costs of recruitment for the Norfolk Remainder (£0.40m) should be double
those of the Unitary Norfolk County (£0.20m)? There would be some increase, but
double does seem excessive.
- why relocation costs would be the same for both the Norfolk Remainder and the
Unitary Norfolk County (£0.10m), as presumably a Greater Norwich Unitary Council
would meet the cost for those staff that transfer to it and all other relocation costs
would be met equally in both models.
Information Technology
We note that Norfolk CC have suggested that the costs of IT should be the same regardless
of whether it is a whole or Norfolk Remainder unitary. There would be a reduction in costs due
to a lower amount of system/service integration for the Norfolk Remainder unitary council as it
would exclude those services for Norwich City Council.
Change Management
Norfolk CC figures suggest that costs for Change Management are only £0.20m less for the
Norfolk Remainder, but based on a population disaggregation the saving should be in the
region of £0.81m. This ‘over-costing’ is further supported by the argument that there will be a
transformation team at Norwich City Council which will meet a good proportion of the work
required in the establishment of unitary services for both the new city and Norfolk Remainder.

Other Additional: Fire
Norfolk CC’s figures also suggest there is an additional ‘cash’ cost of £0.10m for a new Fire
Authority; however, based on the proportionate increase in costs this reflects £0.22m. We
also note that the justification for this additional cost has not been supported by IPF.
Ongoing Costs
The same issue also applies to the ongoing costs, where Norfolk CC have used exaggerated
figures that clearly put additional overhead costs onto the Norfolk remainder case.
A comparison of both these models clearly shows that the proportion of ‘ongoing’ transition
costs for the Norfolk Remainder county is somewhat higher than the ‘whole’ unitary county.
For example, the total ‘ongoing’ transition costs for:
- unitary Norfolk - £23.3m
- Norfolk Remainder unitary - £30.5m
This gives a higher cost of for the Norfolk Remainder unitary of 130.9% - in cost terms this
represents a proportionate increase of £13.39m; which in the main is due to:
- staff release costs (£0.19m)
- localisation (£0.28m)
- Other (£12.92m)
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The main increase is due to Other costs, which is made-up of additional staffing and fire costs
:
Staffing
On a cash basis the Norfolk Remainder has increased by £6.3m – Norfolk County Council
have stated that this increase is wholly reflective of the costs associated with ‘economies of
scale’. Such an increase reflects £1.6m per annum, based on a Head of Service rate of say
£70,000+25% oncosts per annum, this would give an additional 18.3 FTE – which seems an
incredibly high number considering the posts that will transfer to the Norfolk Remainder from
the former districts and those posts that would remain within the Norfolk Remainder from the
current Norfolk County Council.
Fire
On a cash basis this is an additional £5.9m (£1.47m per annum). Although the IC have
recognised that this cost may be excessive, it certainly has a disproportionate effect on any
comparison between a unitary Norfolk Council and a Norfolk Remainder council. In addition, it
could be stated that the ‘operations’ involved with a Combined Fire and Rescue Authority are
currently being served by the current arrangements operated by Norfolk County Council,
consequently there would not be any additional cost! This would then have a positive affect
on the ‘balances’ issue in Year 1 for the Norfolk Remainder.
Conclusions








The figures submitted by Norfolk CC for the Norfolk remainder unitary are unreliable,
and add additional overhead costs
Generally speaking, IPF have not examined the accuracy of the figures submitted,
and have therefore taken them as read
However, even IPF recognise that figures submitted by one party (Norfolk CC) have
not been agreed by other parties, and that different assumptions would lead to
different outcomes
IPF conclude that this model does not meet the balances criterion, but also recognise
that significant financial issues remain unresolved eg education funding and specific
grants – we would content that if these were sorted the balances issue may well
disappear
Furthermore, given that IPF also accept the balances issue would be resolved after
the early years, it is entirely possible that some form of temporary arrangement would
be possible to ensure safe balances levels
We do not agree with the “high” risk categorisation of this model – we fail to see how
a very substantial new unitary with a population of around 620,000 without Lowestoft,
or 680,000 with Lowestoft (making it the third largest unitary in England) can
unaffordable.
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RESPONSE 8e REVIEW
Author of response

Date of response
23rd December 2008

Norwich Existing Unitaries,
New Unitaries, Metropolitan
Councils, London Boroughs
- Population estimates and
IPF criteria
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
The analysis is based on an incorrect
interpretation of the conclusions of our
Summary Report
Detailed response
The analysis lists all those Unitary
This is incorrect and the analysis does not
authorities already in place which are
help in the review at all.
below 560,000 and states which ‘Would
they meet IPF affordability criteria (Only
Our Summary report at para 4.2 page 17
unitaries between 560,000 - 900,000 are states
likely to meet criteria according to IPF)’

4.2

Size of unitary authority
There appears to be some
correlation between the size of a
proposed authority and its
likelihood of achieving the
affordability criteria, as all single
unitary patterns with populations
of between 560,000 and 900,000
demonstrated low risk, whereas
submissions for two unitary
patterns have generally
demonstrated difficulties with
meeting all of the affordability
criteria.

This was a conclusion not a predisposition
and all analysis that misinterprets this is
wasteful
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RESPONSE 8e
Existing Unitaries, New Unitaries, Metropolitan Councils, London Boroughs - Population
estimates and IPF criteria

Authority

Birmingham
Leeds
Sheffield
Cornwall
Durham
Bradford
Manchester
Wiltshire
Liverpool

Population
Estimate for
June 2006
(thousands)*
1,006.5
750.2
525.8
520.0
500.7
493.1
452.0
448.7
436.1

Bristol
Kirklees
Cheshire west

410.5
398.2
366.0

Croydon

337.0

East Riding of Yorkshire

330.9

Barnet
Wakefield
Chester and Cheshire
East
Wirral
Northumberland
Coventry

328.6
321.2
320.3
311.2
309.9
306.6

Ealing
Wigan
Dudley

306.4
305.5
305.3

Bromley
Doncaster

299.1
290.3

Leicester
Shropshire
Sandwell

289.7
289.3
287.6

Nottingham
Enfield

286.4
285.3

Type

Would they meet IPF affordability
criteria (Only unitaries between
560,000 - 900,000 are likely to
meet criteria according to IPF)

Metropolitan
Metropolitan
Metropolitan
New Unitary
New Unitary
Metropolitan
Metropolitan
New Unitary
Metropolitan
Existing
Unitary
Metropolitan
New Unitary
London
Borough
Existing
Unitary
London
Borough
Metropolitan

NO
YES
NO
NO
NO
NO
NO
NO
NO

New Unitary
Metropolitan
New Unitary
Metropolitan
London
Borough
Metropolitan
Metropolitan
London
Borough
Metropolitan
Existing
Unitary
New Unitary
Metropolitan
Existing
Unitary
London

NO
NO
NO
NO

NO
NO
NO
NO
NO
NO
NO

NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
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Sunderland
Sefton

280.6
277.4

Lambeth

272.0

Brent
Newcastle upon Tyne

271.4
270.5

Southwark
Bolton

269.2
262.4

Kingston upon Hull

256.2

Lewisham
Walsall

255.7
254.5

South Gloucestershire
Rotherham

254.4
253.3

Redbridge

251.9

Medway

251.7

Brighton & Hove

251.4

Hillingdon
Central Bedfordshire

250.0
249.2

Newham

248.4

Plymouth

248.1

Stoke-on-Trent
Wolverhampton

239.7
236.6

Derby

236.3

Westminster

231.9

Southampton

228.6

Camden

227.5

Havering

227.3

Haringey

225.7

Milton Keynes
Barnsley

224.8
223.5

Greenwich

222.6

Waltham Forest

221.7

Borough
Metropolitan
Metropolitan
London
Borough
London
Borough
Metropolitan
London
Borough
Metropolitan
Existing
Unitary
London
Borough
Metropolitan
Existing
Unitary
Metropolitan
London
Borough
Existing
Unitary
Existing
Unitary
London
Borough
New Unitary
London
Borough
Existing
Unitary
Existing
Unitary
Metropolitan
Existing
Unitary
London
Borough
Existing
Unitary
London
Borough
London
Borough
London
Borough
Existing
Unitary
Metropolitan
London
Borough
London
Borough

NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
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Bexley
Oldham

221.6
219.6

Hounslow
Salford

218.6
218.0

Harrow
Tameside

214.6
214.4

Tower Hamlets
Trafford

212.8
211.8

Hackney
Rochdale
Solihull

208.4
206.5
203.0

North Somerset
Calderdale

201.4
198.5

Merton

197.7

Portsmouth
North Tyneside

196.4
195.0

Warrington

194.0

York
Gateshead

191.8
190.5

Stockton-on-Tess

189.1

Luton

186.8

Swindon

186.6

Islington

185.5

Sutton
Bury

184.4
182.9

Richmond upon Thames

179.5

Kensington and Chelsea

178.0

Herefordshire
St. Helens
Bath & North East
Somerset
Hammersmith and
Fulham

177.8
177.6

Barking and Dagenham
Peterborough

165.7
163.3

175.6
171.4

London
Borough
Metropolitan
London
Borough
Metropolitan
London
Borough
Metropolitan
London
Borough
Metropolitan
London
Borough
Metropolitan
Metropolitan
Existing
Unitary
Metropolitan
London
Borough
Existing
Unitary
Metropolitan
Existing
Unitary
Existing
Unitary
Metropolitan
Existing
Unitary
Existing
Unitary
Existing
Unitary
London
Borough
London
Borough
Metropolitan
London
Borough
London
Borough
Existing
Unitary
Metropolitan
Existing
Unitary
London
Borough
London
Borough
Existing

NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
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Telford & The Wrekin

161.9

Bournemouth

161.2

Southend-on-Sea

159.9

North Lincolnshire

159.0

North East Lincolnshire

158.9

Kingston upon Thames
Bedford Borough Council

155.9
154.7

Wokingham
Knowsley
South Tyneside

153.8
151.3
151.0

Thurrock

148.9

West Berkshire

148.8

Reading

142.8

Blackpool

142.7

Blackburn with Darwen

141.2

Redcar & Cleveland

139.5

Windsor & Maidenhead

138.8

Isle of Wight CC

138.5

Middlesbrough

138.4

Poole

136.9

Torbay

133.2

Halton

119.5

Slough

119.5

Bracknell Forest

112.2

Darlington

99.3

Hartlepoole

91.1

Rutland

38.3

City of London

7.8

Unitary
Existing
Unitary
Existing
Unitary
Existing
Unitary
Existing
Unitary
Existing
Unitary
London
Borough
New Unitary
Existing
Unitary
Metropolitan
Metropolitan
Existing
Unitary
Existing
Unitary
Existing
Unitary
Existing
Unitary
Existing
Unitary
Existing
Unitary
Existing
Unitary
Existing
Unitary
Existing
Unitary
Existing
Unitary
Existing
Unitary
Existing
Unitary
Existing
Unitary
Existing
Unitary
Existing
Unitary
Existing
Unitary
Existing
Unitary
London
Borough

NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
NO
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*Source = ONS
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RESPONSE 8f REVIEW
Author of response

Date of response
9th January 2009

Norwich - A Revised
Financial Workbook adopting
the Norfolk County Council
‘Shared Services’ Model
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
Not applicable

Reason
This is a new submission which should go
through the same process as all other
submissions
Detailed response
We are particularly concerned that IPF have We have not misunderstood the proposals –
misunderstood our transformation
we have evaluated the figures against the
proposals, and have therefore treated our
Secretary of State’s criteria in the same way
bid as directly comparable with the other
that we have approached all other
submitted proposals which contain minimal
submissions
investment in new technology and change
management.
As a consequence IPF have unilaterally
adjusted our submitted figures to reflect the
“bolt-together” approach adopted by other
councils in their submissions.
However, in order to ensure that a direct
comparison is possible, we have carried out
more work to produce a new financial
workbook for the “doughnut” model, taking
out our Steria transformation approach and
major ICT investment, and adopting the
shared services approach used in the
Norfolk County Council submissions. This
approach is far more comparable with the
other submitted proposals (albeit still very
different given that each reflects the needs
and circumstances of their local areas).

We have not undertaken any modelling which
looks at a ‘bolt together’ approach at all - we
have merely modelled the effect of some
risks which we have identified in the report
This seems to us to represent a new
submission, relating to both Greater Norwich
and Norfolk reminder within Pattern B Norfolk
with and without Lowestoft.
To be evaluated properly, it would need to be
the subject of 3 new workbooks, the required
supporting information and be the subject of
proper consultation between all the affected
authorities and the S151 officers, including
Norfolk County, in Norfolk. It would the need
to go through the same review process which
we have undertaken for the other 16
submissions.
It is for the Boundary Committee to decide
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A revised assessment has been made for
the Prudent Level of Reserves. Considering
that:



the financial assessment for Norfolk
is to be based on an ‘amalgamated
basis’, and that the
Norfolk County Council budget
represents in excess of 75% of the
overall county budget,

whether such an approach would have any
implications for any other patterns,
submissions or indeed other options relating
to the review.
Norfolk County Councils budget is some £600
million, whilst that for Greater Norwich is
some £150m. Its population is 826k –
excluding Lowestoft - whilst Greater
Norwich’s would be 213k.
The Greater Norwich submission , properly
certified by their S151 officer required
balances of 5% - Norwich are altering this to
3.25% in these later figures

it has been determined that the Prudent
Level of Reserves shall be revised to
3.25%, in line with that of Norfolk County
Council.

This revision would require a proper
certificate by the Councils s151 officer.

Commentary on figures changes to
submitted workbooks

We have not looked in detail at any of the
figures changes highlighted in the rest of this
response
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RESPONSE 8f
Chief Executive’s Office
City Hall
Norwich
NR2 1NH
09 January 2009
Mr A Gall
Director
The Boundary Committee for England
Trevelyan House
Great Peter Street
London SW1P 2HW

Dear Archie
Pattern B - Greater Norwich Unitary and Norfolk Remainder submission
A Revised Financial Workbook adopting the Norfolk County Council ‘Shared Services’
Model
Background
Following the publication of the Boundary Committee’s ‘Independent Financial Consultants’
report (on 21 November 2008), Norwich City Council has expressed a range of concerns
about the approach taken by IPF in their assessment of the case for a Greater Norwich
Unitary Council. Our detailed comments have been provided to the Boundary Committee in
our letters of 27 November, and 23 December 2008.
We are particularly concerned that IPF have misunderstood our transformation proposals,
and have therefore treated our bid as directly comparable with the other submitted proposals
which contain minimal investment in new technology and change management. As a
consequence IPF have unilaterally adjusted our submitted figures to reflect the “bolt-together”
approach adopted by other councils in their submissions. Our letter of 23 December 2008
sets out why these adjustments are inappropriate. It is not sensible to use a highly simplistic
comparison approach to evaluate such different proposals which reflect a fundamentally
different model of change.
We therefore completely stand by our submitted figures, as we believe a transformation
approach (as opposed to a “bolt-together” approach) is far more likely to produce the radical
and ambitious improvements that the Government is seeking from structural changes, as well
as the significant improvements that local people deserve.
However, in order to ensure that a direct comparison is possible, we have carried out more
work to produce a new financial workbook for the “doughnut” model, taking out our Steria
transformation approach and major ICT investment, and adopting the shared services
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approach used in the Norfolk County Council submissions. This approach is far more
comparable with the other submitted proposals (albeit still very different given that each
reflects the needs and circumstances of their local areas).
Our letter of 23 December promised to send you the revised financial workbooks on 9
January. Accordingly, annexed to this note is a spreadsheet that amalgamates both the
Norwich City Council and Norfolk County Council Pattern B workbooks, and includes
amended figures to reflect the ‘shared services’ model. For the sake of consistency, this
modelling has applied the IT costs and associated savings that are shown within the Pattern
A financial models.

Changes made to the Submitted Model
Base Budget Adjustments for removal of Steria Services
In the worksheet entitled ‘Transition Plan as Submitted’, we have made adjustments (see
Lines 8-10) to reflect the removal of the Steria PFI costs and the addition of new internal ICT
provision. This has the next affect of reducing the Base Budget by £4.0m to £661.7m per
annum. The individual items are shown below:
- New IT provision: estimated to be a cost of £3.0m per annum
- Removal of PFI Credit: additional cost of £1.0m per annum
- Saving of the Steria Contract cost: saving of £8.0 per annum
Cost and Savings Adjustments
In the worksheet entitled ‘Transition C.Sav-Adj IPF’, various amendments have been made to
the submitted Transition costs. The amendments made reflect the following:
- risk adjustments required by the independent finance consultants
- adjustments for the shared services model
- other adjustments to reflect changes in service provision at a Greater Norwich Unitary
Council a result of the ‘amalgamated’ assessment process.
One-Off Costs
-

Accommodation

The submitted cost for accommodation was estimated to be £0.100m in Year 1. Upon
amalgamation it has been noted that the Norfolk County Council submission has not included
any cost for alternative accommodation; thus the Norwich City Council submission has been
amended to remove this cost.
-

Information Technology

All submitted costs for IT by Norwich City Council have been removed and replaced with the
pro-rata costs, based on population, for a Greater Norwich Unitary Council. The detailed
analysis for these costs and the apportionment is shown in the workbook entitled ‘Costs for
Steria.Joint Working’.
-

Contingency

The contingency cost was estimated to be £0.300m. However, considering the cost and
saving amendments that have been determined by the independent consultants, which must
reflect their thoughts on contingency, and that Norfolk County Council have not included any
element for Contingency, this cost has been removed.
-

Contract Novation
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This financial case will require the termination of the Steria PFI contract and it is estimated
that the cost will be in the region of £12.3m. Following negotiation, it will be expected that the
payment of this contract termination charge will be paid over a period of 3 years; however, a
phased payment will attract an additional interest charge at commercial rates. A commercial
rate of 10.0% has been applied giving a total novation cost of £14.9m. The detailed analysis
of this is shown at the worksheet entitled ‘Steria Novation Costs’.
-

Communications/Branding

In applying the shared services model it is considered that this will not require the same
amount of investment in communications and rebranding. In addition the costs associated
with Norfolk County Council are in proportion not as high as those of a Greater Norwich
Unitary Council. Consequently, the costs for Communications/Branding have been reduced
by £0.1m to £0.2m.
Ongoing Costs
-

Information Technology

All submitted costs for IT by Norwich City Council have been removed and replaced with the
pro-rata costs, based on population, for a Greater Norwich Unitary Council. The detailed
analysis for these costs and the apportionment is shown in the workbook entitled ‘Costs for
Steria.Joint Working’.
Gross Reductions
-

Corporate & Democratic Core

The savings associated with the Corporate & Democratic Core have been removed and
replaced with the savings that will be generated by the Shared Services Model. The
associated costs and relevant apportionment is shown in the worksheet entitled ‘Costs for
Steria.Joint Working’.
It should be noted that the reductions associated with Members Allowances and Senior Staff
have been excluded from this analysis as they are specific to the relevant local authority
areas (i.e. those shown for a Greater Norwich Unitary Council and those shown for the
‘Wedge Remainder – Pattern A’ from the Norfolk County Council submission).

-

Other Services

The savings associated with the Other Services have been removed and replaced with the
savings that will be generated by the Shared Services Model. The associated costs and
relevant apportionment is shown in the worksheet entitled ‘Costs for Steria.Joint Working’.
-

Other Savings

A saving of £1.5m from Year 1 to 4 post vesting day has been included for new methods of
working following a process of ‘Business Process Re-engineering’. The Shared Services
model does include any element for improving service efficiency and therefore it is considered
a shortcoming that should be addressed. Therefore an annual efficiency saving of £0.350m is
considered reasonable.
In Norwich City Councils submission was included £28.6m in savings that would have
accrued from Business Process Re-engineering’ over the 4 year post Vesting Day period. It is

96

97

therefore considered that a saving of £1.5m is ‘prudent’ for the type of fundamental service
review that will be undertaken as part of the LGR process.
Prudent Level of Reserves
A revised assessment has been made for the Prudent Level of Reserves. Considering that:



the financial assessment for Norfolk is to be based on an ‘amalgamated basis’, and
that the
Norfolk County Council budget represents in excess of 75% of the overall county
budget,

it has been determined that the Prudent Level of Reserves shall be revised to 3.25%, in line
with that of Norfolk County Council.
Conclusion
The result of these amendments is that the revised workbook (as attached) shows that the
Pattern B model:
 meets the 5 affordability tests and
 produces a “medium” risk score of 8.
This means that, as amended, the Pattern B model comfortably meets the affordability
criterion.
We note that, as of the date of this letter, we are not aware that you have yet commissioned
IPF to review their analysis in the light of the CLG guidance published on 5 December 2008.
Our strong view is that the IPF analysis needs to be re-done in order to reflect the “aggregate”
approach set out in the CLG guidance. We would therefore ask that, if you do commission
further financial analysis to reflect the CLG guidance, that our letters and attachments of 27
November 2008, 23 December 2008, and 9 January 2009 are taken fully into account.
Finally I would repeat our willingness, indeed our keenness, to meet with IPF or any other
financial consultants, to discuss our responses.

Yours sincerely

LAURA MCGILLIVRAY
Chief Executive Officer
Norwich City Council
Tel: 01603 212001
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RESPONSE 8g REVIEW
Author of response

Date of response
9th January 2009

Norwich – Comparison of
workbooks
Response not attached

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
Not applicable

Reason
For the reasons shown relating to response
8f, this has not been considered in detail at
this stage
Detailed response

Not applicable
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RESPONSE 9 REVIEW
Author of response

Date of response

12th December 2008 onwards

Exeter - Philip Bostock
Chief Executive
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
The main issue - that authorities smaller
than 560,000 can be viable – is based
on a misunderstanding of the report.
Detailed response
It is not tenable to suggest that new local Paragraph 4.2 of the Summary report states
government structures are only likely to
be financially 'safe' if they are based on
‘There appears to be some correlation
huge populations of 560,000 upwards
between the size of a proposed authority
(para 4.2 of the summary report).
and its likelihood of achieving the
affordability criteria, as all single unitary
patterns with populations of between
560,000 and 900,000 demonstrated low
risk, whereas submissions for two unitary
patterns have generally demonstrated
difficulties with meeting all of the
affordability criteria.’
This was a conclusion which we drew from
the work we had undertaken, not a prerequisite to that work. In no way should this
be taken to mean that we ‘require’
submissions to have a population of any
particular size to achieve low risk, - merely
that that is what the outcome of our detailed
analysis has been in these particular cases.
Indeed we used the wording ‘ two unitary
patterns have generally demonstrated
difficulties ’ since although this appears to be
the case in Norfolk and Devon, in Suffolk the
two unitary patterns demonstrated low and
medium risk with populations of 213,000 and
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412,000 respectively.( excluding Lowestoft)
..any assessment which concludes that a
new unitary council the size of the residual
Devon in the two unitary model would
struggle to be financially viable instantly
raises a question as to the validity of the
process used to come to such an
unbelievable conclusion. The comments of
the consultants regarding lack of “individual
sponsorship” leading potentially to
“apparently unviable submissions” for
residual county unitaries has great
resonance in this context (section 3.2.6 of
the summary report).

The report made it clear that there was an
issue about lack of sponsorship.
Allowance was made for reduced costs and
additional savings, which may have been
possible, in our financial modelling. Despite
this , Devon remainder scored high risk on
our risk matrix

Task C:
Advice to the Committee on the general questions that have been received not
directly relevant to the workbooks.
Issues raised
Everyone acknowledges the significant
limitations of the financial assessment
exercise that has been undertaken - yet
there is a danger, in the way it is
reported, that disproportionate weight
can be attached to its conclusions. The
exercise has been completed in a very
short period of time, with historic data
and largely reliant on huge assumptions
which have not and, in practice, could
not in the timescales allowed, be tested
reliably.

No advice from IFCs needed
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RESPONSE 9
Dear Mr Caller,
I attach with this letter our formal response to your consultation on the financial assessment
exercise undertaken on your behalf.
Frankly, I have to say that I was very disappointed in the report prepared by your financial
consultants. The current exercise presents a rare and valuable opportunity to design a local
government structure which is capable of enabling a transformation of service delivery and
community engagement over the next 20 plus years. If one accepts that, it seems absurd that
such an important and exciting prospect could be prejudiced by an assessment based on a
flimsy and hastily assembled set of data based on budget information which is already one
year out of date.
It is not tenable to suggest that new local government structures are only likely to be
financially 'safe' if they are based on huge populations of 560,000 upwards (para 4.2 of the
summary report). There is extensive and widely-accepted evidence that size is not a
determinant of performance or financial soundness and a quick reference to the inspection
performance of many smaller unitaries shows this to be true. Indeed, such an assertion (if
true) would call into question the soundness of the Secretary of State’s judgement in recently
creating new unitary authorities such as Shropshire (population 289,000), Bedford (158,000),
Central Beds (255,000) Northumberland (308,000) and Cheshire West (327,000).
The consultants' findings seem to have no regard to the realities of this ample evidence and
surely invites a question as to the report's overall soundness and credibility. Similarly, any
assessment which concludes that a new unitary council the size of the residual Devon in the
two unitary model would struggle to be financially viable instantly raises a question as to the
validity of the process used to come to such an unbelievable conclusion. The comments of
the consultants regarding lack of “individual sponsorship” leading potentially to “apparently
unviable submissions” for residual county unitaries has great resonance in this context
(section 3.2.6 of the summary report).
The test of affordability should be a simple and straightforward assessment and have regard
to likely outcomes. The current exercise is far from scientific and the assessment must be
presented with a prominent acknowledgement that it can only provide a very broad indication
of what might transpire. Critically, as we have always argued, the government’s test is about
viability in aggregate across the whole county area under review. This has not been your
consultants’ approach in analysing the data and reaching their conclusions. However, the
Secretary of State’s further guidance to you of 5 December restates this principle with
absolute clarity and if that methodological approach were to have been applied there can be
little doubt that the two-unitary model for Devon would be wholly viable.
Everyone acknowledges the significant limitations of the financial assessment exercise that
has been undertaken - yet there is a danger, in the way it is reported, that disproportionate
weight can be attached to its conclusions. The exercise has been completed in a very short
period of time, with historic data and largely reliant on huge assumptions which have not and,
in practice, could not in the timescales allowed, be tested reliably. It is of vital importance that
proper consideration is given as to the interpretation, and limitations, of the reported findings
and that they do not inappropriately inhibit the consideration of what will be totally new,
modern forms of local governance.
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The attached, more technical and detailed, response amplifies and explains further our
significant concerns about these and other elements of your consultants’ findings.
Yours sincerely,

Philip Bostock
Chief Executive

"Exeter City Council is against a super-sized Council for Devon and supports a local
solution for Exeter and its surrounding areas. To find out more visit
www.letskeepitlocal.co.uk”
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RESPONSE 10 REVIEW
Author of response

Date of response

129h December 2008

Exeter
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
All the issues raised have been
considered during the review
Detailed response
Heavy reliance has been placed upon
We were required to review the
information provided by Devon County
workbooks as submitted. Devon County
Council (who we would argue have no
Council was the lead for Devon
vested interest to support the 2 unitary
Remainder, and Exeter for Exeter and
option).
Exmouth. Our modelling related to risks
which may not have been fully provided
for - but as a starting point we relied on
the fact that each lead officer has a duty
to provide information for the exercise as
accurately as possible – we took no
different view with Devon remainder than
we did with Exeter of any other
submission
The short timescale of the process
The process started in April 2008 when
inevitably meant that it was very difficult
briefings were given to all S151 officers
to satisfactorily challenge the various
as to information that would be required
assumptions that have been used in the
and the process that was to be
disaggregation of the Devon County
undertaken. The submissions were
Services.
made in September 2008.

The underlying disaggregation deficit of
the Exeter and Exmouth Option is some
£5.9 million each year and was taken
into account fully within the financial
model for unitary Exeter and Exmouth
there appears to be no sensitivity
analysis undertaken around the crucial
area of budget disaggregation

Agreed. It is the disaggregation issue
,which has made the provision of the
Exeter and Exmouth submission difficult

At no stage did we indicate that there
would be any form of ‘sensitivity
analysis’ relating to budget
disaggregation – this was an issue for
the relevant S151 officers to liaise on
and to come to a conclusion.
The reconciliation of the submissions
from Devon showed that base data was
fully reconciled in the three submissions.
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The sensitivity analysis shows that at 5%
the submission does not meet the
affordability criteria for balances.
However the balances are only
marginally below the target level of £5
million (by some £300,000 in year 1 and
£700,000 in year 2) and we would argue
that it is unreasonable to categorise this
as a ‘high risk’.

In the workbook the disaggregated base
budget of the Exeter and Exmouth
unitary council option is £117.4 million.
We would therefore argue that in terms
of the overall base budget, the adverse
balance variances highlighted are not
significant
We do not agree with the assessment
that has been made for council tax in the
risk assessment matrix. In our financial
submission we have set the council tax
at the lowest level and not the average
as appears to be the case indicated in
the report. The level of council tax used
in our financial model has been
equalised at the lowest Exeter City
Council rate of £1,134. The inclusion in
the workbook of parish precepts is
unhelpful and means that the base data
council tax level and the proposed
equalised council tax have to also
include the parish element. This does
not mean that we have equalised at the
average rate. It is therefore incorrect to
apply a high risk score of 3 to Council
Tax. We also believe that there is an
inherent flaw in the scoring used for the
assessment of council tax. As our
average Council Tax (based on taxbase
from the three merging districts) is only
£1,136, we can only go £2 below to
equalise at the lowest rate. This would
score medium risk, even though we
would have done the same as, for
example Devon CC, in equalising at the
lowest rate. They would score 1
because for them to equalise at the
lowest rate involves a reduction in
excess of £5.

The risk analysis is applied to the figures
after we have undertaken our financial
modelling. The sensitivity analysis is
applied directly to the figures as
submitted. In this way we have
presented two different but
complementary analysis of the position.
Having applied financial modelling to
make provisions for risk which may have
been underprovided, the balances for
this submission are lower than the level
required by the S151 officer by £0.8m in
each of the first two years of the
unitaries existence. The ‘target’ level is
actually £5.3m ( 4.5% x £117.4m) – so
£0.8m shortfall represent 15% of the
balances that are deemed necessary
We do not accept that a shortfall in
balances of £0.8m in each of the two
most difficult years for a new unitary –
15% in each of those years below the
level deemed to be needed - is not
significant
We are fully aware of the issue with
regard to Council Tax in the Exeter and
Exmouth Submission. We are aware that
the Council Tax in the submission has
been equalised at £1134, but that with
parish precepts this equates to £1143
When we applied our financial modelling,
we were also well aware that there is an
interrelationship between balances and
the Council Tax.
Our report showed at paragraph 2.1.2.2
The Boundary Committee will expect
that there should be a minimum effect of
the structural changes on the Council
Tax payers. Consequently, the effect of
these matters on the projected Council
Tax levels for the successor unitary
authorities must be shown, on average,
to be no higher than those presently in
place for the current authorities under
the present structure.
Bearing this in mind when we did our
modelling we set the Council Tax at or
the average level, in order to preserve
balances as much as possible. Despite
this, the balances were shown to be
below the minimum level in years 1 and
2. Had our modelling left the Council Tax
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at the level submitted, the balances
position would have been worse.

We have major concerns about the
overall financial case as presented in the
workbook. In this respect the £3.2 million
per annum that has been identified as
service diseconomies of scale appear to
be excessive and have not been fully
explained or justified. The impact of
these additional costs (£12.8 million over
the first 4 years) is very significant both
in terms of the overall net expenditure
reduction and the payback period
calculated for this option (4.8 years 11
months). This is so significant, it cannot
be accepted without full justification,
explanation and verification.

The risk assessment is shown as high
risk because it fails the balances criteria
not because it is shown under modelling
as having a Council Tax at the average.
In our financial modelling we felt that the
disaggregation costs which Devon had
included in the transitional plan for
Devon Remainder may be high. We
reduced these costs by 50% in our
modelling – so over the transitional
period the figures included £6.4m ( not
£12.8m) when the submission was risk
assessed.
We also reduced provisions for pay
harmonisation and redundancy in our
modelling
Despite this , the risk assessment for
Devon Remainder scored high risk on
our risk matrix.

Task C:
Advice to the Committee on the general questions that have been received not
directly relevant to the workbooks.
Issues raised
We would strongly argue that before an
accurate financial assessment of the
different options can be made, there
needs to be some further sensitivity and
independent analysis of the budget
disaggregation.

The workbooks were drawn up and received
on the basis that there would have been full
consultation between the relevant S151
officers in setting down the budget and other
disaggregation. Our reconciliations showed
that the base budgets hade been fully
allocated to the three submissions in Devon
Exeter’s certification showed the following
comment from its S151 officer
I am satisfied that our base data has been
properly incorporated and that I have been
properly consulted on relevant issues.
I am unable to properly determine within the
available time whether or not all of the
assumptions made in the workbook are
reasonable. In particular I believe the
amount of £3.2 million (shown in ‘Other
additional ongoing expenditure items’) to be
unreasonable and am still awaiting further
information from Devon.
Our view is that there was time in the
process to establish a reasonable
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disaggregation of the budgets. Other issues
in the transitional plan we have dealt with
through financial modelling.

The report fails to comply with the
Secretary of State’s guidance that the
affordability criterion should be assessed
on an aggregated basis. The
aggregated resources approach is the
only sensible way to assess overall
financial viability. To try and
disaggregate budgets in the time
available and to use significantly historic
data for the exercise is seriously flawed.

Considered under the aggregation issue
in Task A.
However , worth noting that the new
guidance does not require aggregation
to be applied to budgets – only to
transitional costs, transitional savings
and reserves

106

107

RESPONSE 10
EXETER CITY COUNCIL’S RESPONSE TO THE BOUNDARY COMMITTEE’S
FINANCIAL CONSULTANTS’ REPORT ON THE REVIEW OF DEVON

Guidance on Aggregation


The report fails to comply with the Secretary of State’s guidance that the
affordability criterion should be assessed on an aggregated basis. The
aggregated resources approach is the only sensible way to assess overall
financial viability. To try and disaggregate budgets in the time available and
to use significantly historic data for the exercise is seriously flawed. For this
reason, using the overall financial envelope for Devon County Council and the
eight district councils gives a much more realistic and robust assessment of
the financial viability of any new structure.

Unitary Exeter and Exmouth


We would comment that the process and modelling used to determine the
financial viability of each proposal is fundamentally flawed. Heavy reliance
has been placed upon information provided by Devon County Council (who
we would argue have no vested interest to support the 2 unitary option).



There is a significant element of doubt with regard to the budget
disaggregation process. The short timescale of the process inevitably meant
that it was very difficult to satisfactorily challenge the various assumptions
that have been used in the disaggregation of the Devon County Services. The
underlying disaggregation deficit of the Exeter and Exmouth Option is some
£5.9 million each year and was taken into account fully within the financial
model for unitary Exeter and Exmouth. Whilst there has, quite rightly, been
some sensitivity analysis around the transitional costs and projected savings,
there appears to be no sensitivity analysis undertaken around the crucial area
of budget disaggregation. Whilst we would not want to directly ‘accuse’ Devon
County Council of unduly apportioning budget to an Exeter and Exmouth
Unitary, it can easily be argued that it might be in their interests to do so,
particularly in support of their option for a single unitary Devon. Last year, the
disaggregation deficit for a unitary Exeter on its existing boundary was £3.2m.
Extending the area by some 40% of population produces an increase in the
suggested deficit of £2.7m, 85% more than the previous proposal! This
surely raises a fundamental question that has not been addressed in the
analysis. We would strongly argue that before an accurate financial
assessment of the different options can be made, there needs to be some
further sensitivity and independent analysis of the budget disaggregation.



The sensitivity analysis shows that at 5% the submission does not meet the
affordability criteria for balances. However the balances are only marginally
below the target level of £5 million (by some £300,000 in year 1 and £700,000
in year 2) and we would argue that it is unreasonable to categorise this as a
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‘high risk’. In the workbook the disaggregated base budget of the Exeter and
Exmouth unitary council option is £117.4 million. We would therefore argue
that in terms of the overall base budget, the adverse balance variances
highlighted are not significant.


We do not agree with the assessment that has been made for council tax in
the risk assessment matrix. In our financial submission we have set the
council tax at the lowest level and not the average as appears to be the case
indicated in the report. The level of council tax used in our financial model
has been equalised at the lowest Exeter City Council rate of £1,134. The
inclusion in the workbook of parish precepts is unhelpful and means that the
base data council tax level and the proposed equalised council tax have to
also include the parish element. This does not mean that we have equalised
at the average rate. It is therefore incorrect to apply a high risk score of 3 to
Council Tax. We also believe that there is an inherent flaw in the scoring used
for the assessment of council tax. As our average Council Tax (based on
taxbase from the three merging districts) is only £1,136, we can only go £2
below to equalise at the lowest rate. This would score medium risk, even
though we would have done the same as, for example Devon CC, in
equalising at the lowest rate. They would score 1 because for them to
equalise at the lowest rate involves a reduction in excess of £5.

Residual Devon


It is hard to accept that a unitary council with a population of over 560,000,
which is larger than any of the 9 new unitary councils being created in April
2009, is not financially viable although the case presented by Devon County
Council would appear to show this to be so. Some comparison must surely
be made with other similar unitary options.



The approach Devon County Council have taken is to use their single unitary
Devon model and simply ‘scale’ it down to fit a residual Devon scenario. This
does not recognise that the residual Council is a completely different entity, in
both scale and needs, and shows how little thought has been applied to this
model. We would argue that a different approach would have demonstrated a
more financially viable model.



We have major concerns about the overall financial case as presented in the
workbook. In this respect the £3.2 million per annum that has been identified
as service diseconomies of scale appear to be excessive and have not been
fully explained or justified. The impact of these additional costs (£12.8 million
over the first 4 years) is very significant both in terms of the overall net
expenditure reduction and the payback period calculated for this option (4.8
years 11 months). This is so significant, it cannot be accepted without full
justification, explanation and verification.



Many of the transitional costs that have been included within the financial
model are excessive in comparison with other unitary bids.
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Size of Unitary Authority


There is no justification for the comments regarding size made in the
summary report regarding a correlation between the size of a proposed
authority and its likelihood of achieving the affordability criteria. We would
argue very strongly against these comments particularly in light of recent
proposed unitary councils and by strong independent evidence previously
provided to us by INLOGOV. INGOLOV concluded that size should not be
regarded as a determinant of capability and potential for efficiency and
therefore cannot reasonably be considered as a key criterion (or threshold)
for deciding eligibility for unitary status.

19 December 2008
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RESPONSE 11 REVIEW
Author of response

Date of response

11th December 2008

Broadland – Cll’r
Woodbridge
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
All points raised have been considered
through the review process.
Detailed response
I was making the valid comment that it is
In our financial modelling relating to
strange that the estimated costs of
Greater Norwich we made provision for
implementing the doughnut are less than
some risks which we felt may have been
implementing a Norwich (on existing
underprovided. These totalled £7.8m in
boundary) unitary. Doesn’t that concern
total
you?
Why have you or your consultants not had
regard to the real-life examples on new
Unitary Councils being created now?

The process which was put in place for
the unitaries already approved was
different from that which was put in place
for this review, in particular the data
collection process which would have
made direct comparison difficult. Further,
each individual unitary has its own
issues, which are detailed within the
workbooks and the supporting
information which we required to be
provided.
The actual costs of the set up of the new
unitaries will not be known until 2009
when they are in place.

Can you confirm, or otherwise, that your

We are well aware that there is a
propensity for costs to be understated
and savings to be overstated. However,
we have undertaken financial modelling
which has made provision for a range of
risks we felt may have been
underprovided, which included
redundancy amongst many other things,
as appropriate.
Yes
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consultants took into account the views
expressed in Colin Bland’s letter to you
dated 7 October 2008. This letter was, of
course, received on your deadline?
Did your consultants take account of the
concerns raised by the Section 151 Officers
of Breckland, Broadland, King’s Lynn and
West Norfolk, North Norfolk and South
Norfolk Councils? If they didn’t, can you
explain why?

Where these Council’s S151 officers
submitted comments through the
process these were taken into account

Task C:
Advice to the Committee on the general questions that have been received not
directly relevant to the workbooks.
Issues raised
 No other issues raised.
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RESPONSE 11
Ask for
Direct dial
Fax
Email
Our ref
Your ref

:
:
:
:
:
:

Simon Woodbridge
01603 430522
01603 430565
cllr.simon.woodbridge@broadland.gov.uk
cb/jmh
11 December 2008

Mr A Gall
Director
The Boundary Committee for England
Trevelyan House
Great Peter Street
London
SW1P 2HW
Dear Archie
Thank you for your letter dated 11 December 2008.
There are some points that you have misunderstood and some questions that you have failed
to answer. I will try to restate them.
1.

I was not asking your consultants to evaluate the City Council’s original bid. I was
making the valid comment that it is strange that the estimated costs of implementing
the doughnut are less than implementing a Norwich (on existing boundary) unitary.
Doesn’t that concern you?

2.

Why have you or your consultants not had regard to the real-life examples on new
Unitary Councils being created now?

3.

Can you confirm, or otherwise, that your consultants took into account the views
expressed in Colin Bland’s letter to you dated 7 October 2008. This letter was, of
course, received on your deadline?

4.

Did your consultants take account of the concerns raised by the Section 151 Officers
of Breckland, Broadland, King’s Lynn and West Norfolk, North Norfolk and South
Norfolk Councils? If they didn’t, can you explain why?

Given your response I wish to make a Freedom of Information Act request. I wish to see the
terms of reference given to your independent financial consultants and the peer reviewer. I
would also wish to be supplied with copies of all information, letters, e-mails, faxes and notes
supplied to your independent financial consultants. I request the minutes and any notes
taken of your debate on the financial consultant’s report before, after and during your meeting
of 19 November 2008.
Yours sincerely
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Simon Woodbridge
Leader of the Council
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RESPONSE 12 REVIEW
Author of response

Date of response

27th November 2008

Broadland – Cll’r
Woodbridge
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
All points raised have been considered
through the review process.
Detailed response
I understand that much of the dramatic
We have no role in validating figures
change is due to increased redundancy
which are outside of this review.
costs. Surely those experiences should be
at least acknowledged by your consultants,
We did however undertake extensive
validated by them and may be modelled into
financial modelling, including, where
the Norfolk figures. There may also have
appropriate making further provision for
been some impact on the savings figures as
redundancy cost amongst many other
well.
things.
What I also find most surprising is that your
consultants have not looked at Norwich City
Council’s original bid on its own boundaries.
You will recall that Colin Bland wrote to you
on 7 October about potential issues with the
workbooks. Could you confirm that your
consultants looked at all of the issues raised
and that they were satisfied that the
workbook figures hold up?

We were not required to look at the
original bid
The comments made in this letter were
addressed to the Boundary Committee.
It was our understanding that the
Boundary Committee notified Broadland
that the letter should be addressed to
Norfolk so that a proper response could
be obtained as a legitimate contribution
to the process which had been set out.
There were many points in the letter
which had already been taken into
account in our analysis – e.g. staff
turnover figures, pay harmonisation
costs, procurement costs, trading
income, timescales for savings
achievement and the level of savings
regarding district costs, amongst others
We are required to give an opinion of
whether it is likely that the affordability
criteria will be satisfied, and to do this we
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had regard to reasonableness and
materiality( for example, the treasury
management saving of £0.1m). We have
reduced Norfolk County’s submission in
modelling by over £11m and still find it to
be low risk.
Our role was not to conduct an audit or
to second guess the figures put forward
by the lead officers, but to assess
whether reasonable risks had been
covered in the submissions and to model
the effect if we felt this might not be the
case. We have done this to our
satisfaction.
I find it strange that the consultants have
used simple averages of all the workbooks
to validate individual figures. The sample
size is small, the figures are often based on
the same assumptions and they are
speculative. Could they not have used a
larger sample size of the other proposals
from the earlier round and preferably used
the latest figures?

The process which was put in place for
the unitaries already approved was
different from that which was put in place
for this review, in particular the data
collection process which would have
made direct comparison difficult. Further,
each individual unitary has its own
issues, which are detailed within the
workbooks and the supporting
information which we required to be
provided.
The actual costs of the set up of the new
unitaries will not be known until 2009
when they are in place.
We are well aware that there is a
propensity for costs to be understated
and savings to be overstated. To
mitigate this we asked and received
answers to a number of key questions.
For Norfolk County, these cover 12
pages of detailed questions and
answers. We have also undertaken
financial modelling which has made
provision for a range of risks we felt,
despite these answers, may have been
underprovided, which included
redundancy amongst many other things,
as appropriate.
With regard to the issue about the
sample size, there are in fact 16 different
submissions. Within that there are 5
County submissions and 11 two unitary
submissions. Of the total submissions, 3
were lead by district Council and 13
were lead by County Councils. The
process was intended to ensure that all
S151 officers were properly consulted.

115

116

The consultants’ report suggests that the
concerns raised by the Section 151 Officers
of Breckland, Broadland, King’s Lynn and
West Norfolk, North Norfolk and South
Norfolk were not taken into account. Can
you confirm that and the reason why their
important contribution to this issue appears
to have been disregarded?

Although each graph included in the
report showed a simple average, we
analysed County submissions separately
from two unitary submissions.
The comments from the five S151
officers of the named district Councils
were made to the Boundary Committee
on 30th October 2008.This is outside the
original deadline and even outside the
revised deadline of 17th October which
the officers committed to in an earlier
letter.
If this is an important contribution it
would have been more helpful if it had
been made within the set down process.
Nevertheless, the comments made by
the officers were reviewed.
The key issue appears to be that the
workbooks do not reflect future growth
issues – that is correct. They were not
designed to do so nor do they need to do
so.
The aim of the workbooks is to assess
the effect of the transitional plan against
the base figures – in this case 2007-8
budgets It does not produce a budget for
the new unitary that will be done in detail
by officers qualified so to do nearer the
time and with real and up to date data
available to them.
The workbooks are a starting point for
our analysis to fulfil the task with which
we have been charged – which is to
assess whether the test of affordability is
likely to be achieved.
Service and other pressures will be in
place in any event and will need to be
funded – but to the extent that the
inception of a new unitary authority can
be shown to make net savings, it will be
in better position to face those pressures
than before.
We note also note that the comment
relating to Council Tax reduction relates
to data which was replaced early in the
process
All other points – and indeed this one –
were considered at the time of the
review.
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Task C:
Advice to the Committee on the general questions that have been received not
directly relevant to the workbooks.
Issues raised
 I wish I could believe that the
proposed Unitary Council(s) could
achieve those sorts of accolades
and levels of performance from Day
1

No advice from IFCs needed
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RESPONSE 12
27 November 2008
Mr A Gall
Director
The Boundary Committee
for England
Trevelyan House
Great Peter Street
London
SW1P 2HW

Ask for
Direct dial
Fax
Email
Our ref
Your ref

:
:
:
:
:
:

Simon Woodbridge
01603 430522
01603 430565
cllr.simon.woodbridge@broadland.gov.uk
cb/jmh

Dear Archie
Thank you for allowing me a short time to look at and comment on the work of your financial
consultants. Our Section 151 officers will be undertaking a detailed analysis of the figures
and conclusions drawn.
You will recall, this Council’s stance has been centered around the risk to customers and
council taxpayers that this review will bring for Broadland residents. I am pleased that your
consultants have undertaken their review of the affordability criteria in a similar manner by
undertaking a risk analysis.
I will take this opportunity to remind you of what’s at risk in Broadland.
County




A 3 star county council
The Joint Area Review of Children’s Services was very positive
The YOT achieved good in its recent inspection

Broadland District Council







3rd Best Council to Work For
2008 Revenues Team of the Year
Gold Award winner at LivCom Global awards for liveable communities
Silver Award and bursary prize for Stairway (out of crime) project at LivCom
Use of Resources score of 3
40% of PIs in top quartile

I wish I could believe that the proposed Unitary Council(s) could achieve those sorts of
accolades and levels of performance from Day 1. I would be amazed if anyone could
genuinely convince Broadland residents that they will not see service quality and levels
reduced.
Continued…../

Page 2

I am not surprised that your consultants have said that both the two Unitary options (with or
without Lowestoft) do not stack up and are high risk. Our own views were that they were
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much higher risk of the three options you put on the table. I will return to your consultants’
view that the Unitary County is low risk a little later in this letter.
Of course, DCLG had already evaluated the Norwich bid on its own boundaries as high risk.
Given that the Greater Norwich part of the doughnut was founded on the same managerial
and financial assumptions, it is hardly surprising that the result is still the same.
What really makes me angry is the amount of money that has been directly and indirectly
spent on this evaluation and producing the workbooks to prove what we already knew. If this
process had been starting today, the Government might have announced this as a way of
keeping consultants in jobs to assist with the recession! When the taxpaying public get to
understand this, I am sure they will be even more angry than I am.
The Wedge option was a last minute idea. It was not originally supported by any of the local
authorities and, thus, had no chance of being worked up in any detailed and meaningful way.
Again, in my opinion, money wasted on proving the obvious.
So, now to the County Unitary option and your consultants’ evaluation. The first point I need
to make is that their judgment is not objectively based despite the range of tables, graphs,
sensitivity analysis and accountant speak. It is a subjective judgment.
What I find incredible is that they appear to have had no regard to what is happening with
those parts of the Country that are heading towards new Unitary Council from April 2009. Our
very simple analysis shows the following:Cornwall
Original estimate of cost of change
Latest revised costs

£19.3m
approx. £60m

Northumberland
Original estimate of cost of change
Latest revised costs

£18m
£55m

I understand that much of the dramatic change is due to increased redundancy costs. Surely
those experiences should be at least acknowledged by your consultants, validated by them
and may be modelled into the Norfolk figures. There may also have been some impact on the
savings figures as well.
What I also find most surprising is that your consultants have not looked at Norwich City
Council’s original bid on its own boundaries. That showed estimated costs of change at £32m
and, of course, there were no costs outside of the Unitary Council as the remainder would
have stayed three-tier.
Continued…../

Page 3

You will recall that Colin Bland wrote to you on 7 October about potential issues with the
workbooks. Could you confirm that your consultants looked at all of the issues raised and
that they were satisfied that the workbook figures hold up?
The consultants’ report suggests that the concerns raised by the Section 151 Officers of
Breckland, Broadland, King’s Lynn and West Norfolk, North Norfolk and South Norfolk were
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not taken into account. Can you confirm that and the reason why their important contribution
to this issue appears to have been disregarded?
I enclose copies of both letters for your ease of reference. If these letters have not been used
to inform your consultants then you can make good that deficit by asking your Peer Reviewer
to do so. All Norfolk council taxpayers would ask you to do so. There is too much at stake. It
is for this reason that I have written to you urgently before the detail has been evaluated so
you have a chance to go some way to address these very significant concerns.
There is one other general point I would raise. I find it strange that the consultants have used
simple averages of all the workbooks to validate individual figures. The sample size is small,
the figures are often based on the same assumptions and they are speculative. Could they
not have used a larger sample size of the other proposals from the earlier round and
preferably used the latest figures?
I would welcome an early response.
Yours sincerely

Simon Woodbridge
Leader of the Council
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RESPONSE 13 REVIEW
Author of response

Date of response
22nd December 2008

Devon County
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
The response supports the conclusions
as shown in our report.
Detailed response
The consultants’ view was that neither
Our Detailed reports showed that Exeter
authority would have sufficient reserves
and Exmouth submission (page 164)
to finance revenue transitional costs
was likely to fail Criteria 4– Balances
whilst maintaining satisfactory reserves
and for this reason was shown as high
to meet unforeseen pressures
risk. The report showed the Devon
Remainder submission (page 185) could
meet all criteria but only after introducing
opportunity modelling. The margins by
which it met criteria 1 - transitional cost
and criteria 2 - paybacks were however
tight and therefore it scored high risk on
our risk matrix.
Task C:
Advice to the Committee on the general questions that have been received not
directly relevant to the workbooks.
Issues raised

 The Secretary of State’s
supplementary guidance
emphasises a different dimension
- ( from that used by the
consultants) - of the affordability
test. It would be difficult to use
the same methodology to make
precise assessments and arrive
at reasoned judgements about
the affordability “in aggregate” of
two, or more, unitary authorities.

To be considered under
’aggregation ‘ - task A



To be considered under
’aggregation ‘ - task A

The Secretary of State’s 5
December supplementary
guidance does not alter the
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conclusion that it is a pattern of
unitary local government for
Devon that would be
unaffordable and present a high
risk.
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RESPONSE 13
Boundary Committee: Structural Review of Local Government
in Devon
Devon County Council’s comments on the reports on affordability
published by the Boundary Committee on 21 November 2008
1. Introduction
Devon County Council welcomes the opportunity to comment on the assessments of
the affordability of the unitary patterns of local government in Devon that were
outlined in the Boundary Committee’s report published on 7 July 2008.

We are pleased to note the financial consultants’ view that the financial submissions
provided by local authorities to the Boundary Committee in September 2008 were of
a “high quality”. In reaching their conclusions, the consultants have reviewed the high
level business cases included as part of those submissions and assessed how robust
they may be in meeting the Secretary of State’s affordability criterion.

We comment, in section 7, on the possible implications of the additional guidance
which the Secretary of State issued to the Boundary Committee on 5 December 2008
to supplement her original February 2008 “request for advice”.

2. Single unitary authority for Devon
We commissioned Local Government Futures to carry out an independent review of
the financial information that we submitted to the Boundary Committee in September
2008. LGF concluded that:
“We have formed the view that a reasonable approach has been adopted and that
the assessment of costs and cost reductions in the future are not inappropriate.”
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“Our conclusion is that, whilst not all risks of misjudgement can be eliminated, DCC
has made reasonable efforts to identify and assess the costs and savings attributable
to the Local Government Reorganisation (LGR) proposals 1 ”

The Boundary Committee’s financial consultants’ assessment substantiates LGF’s
findings and concludes that:
“After modelling for up to 10% increased expenditure and 10% reduced savings –
and after also modelling for inherent risks specifically identified – the submission
meets the affordability criteria. Our overall assessment…is that this is a low risk
submission”

Both of the independent reviews of the financial case have reached the same
conclusion: a single unitary authority for Devon is likely to meet the affordability
criterion defined by the Secretary of State and is low risk. The fact that each review
took a different approach to testing and assessment but arrived at the same
conclusions is a testament to the inherent resilience of the case.

The Committee’s consultants also observe that:


Of their assessments of the 16 unitary options in Devon, Norfolk and Suffolk,
the single Devon unitary is the only one which is able to equalise council tax
at the lowest level in place.



Significant provision has been made for the costs of “localisation” to meet the
Secretary of State’s criterion that unitary authorities should empower citizens
and communities.

3. Exeter and Exmouth unitary

In January 2007, Exeter City Council submitted a business case for a unitary
authority for Exeter (based on the city’s existing boundary) to the Department for
Communities and Local Government. In undertaking a review, commissioned by
the City Council, of that case, Deloittes identified 19 risks and issues associated

1

See item 9 at
www.devon.gov.uk/index/democracycommunities/boundaryreview/singleunitary.htm
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with the costs and savings and concluded that “Further detailed financial analysis
is required to support the proposals for a Unitary Exeter” 2 .

In December 2007, the Secretary of State for Communities and Local
Government concluded that there were a number of risks to the financial case set
out in Exeter City Council’s proposal for a unitary authority for Exeter. In particular
she believed that, allowing a reasonable estimate for costs, the pay back period
for the proposal may be over the 5 years specified by the affordability criterion.
Overall, she concluded that there is not a reasonable likelihood of the proposal
achieving the outcomes specified by this criterion.
Exeter City Council’s September 2008 financial submission for the Exeter and
Exmouth unitary authority was supported by the original January 2007 business case
and Deloittes’ evaluation. Devon County Council’s section 151 officer did not
consider the figures in the Exeter and Exmouth transition plan to be reasonable for
the following reasons:
“1. I have concerns over the extremely narrow margin (£100k) by which the key
affordability test (to pay back the costs of transition within five years) is achieved. The
smallest adjustment to assumed costs and savings could breach the threshold.
2. There is no external, independent risk assessment (as recommended by the
Boundary Commission) with scoped and quantified levels of risk to help form a
judgement and provide reassurance on the affordability test. If such an exercise had
been undertaken then I could have increased confidence that such a small margin
was robust.
3. The estimates for redundancy and early retirement do not appear to be realistic or
prudent.
4. The failure to demonstrate that the cost of implementing and running IT systems
for county services can be delivered for the amounts stated. No coherent case has
been put forward which shows how the 3 critical systems; Care First (Adult Social
Care), Capita- Sims (Schools and Children’s Social Care) and WDM (Highways) will
be integrated into Exeter City Council’s existing corporate systems.

2

Report available at
www.exeter.gov.uk/media/pdf/d/j/Deloitte_Review_of_the_Financial_Business_Case_Support
ing_a_Unitary_Exeter_(June_2007).pdf
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5. There was no recognition or assessment of the diseconomies of scale inherent in
disaggregating county services.”

The consultants’ assessment of the Exeter and Exmouth unitary authority had to take
account of the impact of the “resources gap” arising from the disaggregation of
county and district council finances. They conclude that although the assessment
claims significant financial savings, the bulk of this has been used to reduce the
council tax to an acceptable level, leaving a net surplus of only £100,000. This slim
margin means that if either the costs or savings changed by only 5%, satisfactory
balances could not be maintained.

The consultants observe that “of the district led submissions, only Exeter and
Exmouth have not made any additional provision” for expenditure on localisation.
This suggests that the Secretary of State’s criterion for the empowerment of citizens
and communities is unlikely to be satisfied.

The consultants’ modelling of the possible risks suggests that balances will be below
the recommended level in years 1 and 2 and only at, or marginally above, the
recommended level in later years. The failure to satisfy this critical test leads the
consultants to assess the submission as high risk and unlikely to achieve the
affordability criteria.

4. Residual Devon unitary
The financial consultants note that the overview and business case that supported
our September 2008 submission were derived from the case for the single Devon
unitary. The starting point for making the September 2008 assessments of the single
Devon unitary and residual Devon unitary was an agreement between the county and
district Section 151 officers that both assessments should be based on the same
assumptions. The shared objective was to ensure that in both cases the estimates of
costs and savings were calculated in an open, transparent and comparable way.

Given that the principles underpinning the Boundary Committee’s suggestion of a two
unitary pattern were derived from its draft proposal, the extent of provision for
“localisation” in the business case for the residual Devon unitary was based on the
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those for the single Devon unitary. There was no suggestion in the Boundary
Committee’s consultation that it envisaged the two unitary pattern satisfying the
“empowerment of citizens and communities” criterion in a way which would require
different standards or approaches to be adopted. Our assessment of the “localisation
costs of the residual Devon authority did, of course, exclude the Exeter and Exmouth
areas.

We note that the financial consultants accept that the approach taken in developing
the submission was understandable given the time available.

5.Localisation
The Secretary of State’s request for advice to the Boundary Committee was clear
that unitary structures must devolve power and resources to local communities to
enable them to influence decisions that affect their area. The Committee’s
consultants’ examination of the provision for such “localisation” shows that there are
significant variations in the provision made in the financial submissions for the unitary
patterns in Norfolk, Suffolk and Devon.

The Boundary Committee’s draft proposal for unitary local government in Devon
recognised that one of the most important challenges facing the proposed unitary
county authority would be to demonstrate that it could engage with and empower
people and communities. The Committee concluded that our concept, which
suggested the creation of Community Boards and a City Board for Exeter, would
have the capacity to address that concern. It noted that Community Boards would
require dedicated officer support and suggested the devolution of funding to support
community inititatives. This has been borne out in practice and is reflected in the
organisational structures for the new unitary authorities for areas such as Cornwall,
Shropshire and Wiltshire.

Our business case and financial assessment for the single Devon unitary
incorporated estimates of those costs:


£1.8million per annum for staff, deployed from the current combined district
and county workforce, to support the City and Community Boards/Forums
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and town/parish councils and link to the unitary authority’s service delivery
structures.


£6million annual development budget for delegation.

This level of provision was an approximation of costs and based on the level of
analysis that the business case demanded. It would clearly be for the unitary
authority for Devon to establish a budget based on the agreed framework for
community governance and empowerment.

6. Conclusion
In the current economic climate the government is, quite properly, re-examining its
spending plans and keeping its full range of policies under review. The lessons
emerging from the nine new unitary authorities demonstrate that:


Restructuring local government provides councils with the capacity and
capability to manage financial and budgetary pressures.



The change to a unitary pattern removes duplication, unnecessary expense
and confusion about accountability and responsibility.



Planning the transition to a unitary pattern unlocks the creativity and
innovation needed to develop new approaches to empowering and engaging
local people and communities and delivering more effective and responsive
services.

We have confidence in the methodology employed by the financial consultants and
support their conclusions that:


Single unitary patterns with populations between 560,000 and 900,000
demonstrate low risk.



A single unitary authority for Devon is likely to meet the affordability criterion
and has a low risk associated with it.



The single unitary authority for Devon option is alone in being able to equalise
Council tax to the lowest level currently in place.
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Submissions for two unitary patterns generally demonstrate difficulties with
meeting all of the affordability criteria.



The two unitary pattern for Devon may be unlikely to meet the criterion and
has a high risk associated with it.



The Exeter and Exmouth unitary is high risk and may be unlikely to meet the
affordability criterion.

7. Comments on the implications of the Secretary of State’s 5 December 2008
supplementary guidance to the Boundary Committee
The Secretary of State issued further guidance to the Boundary Committee on 5
December 2008 to “clarify the approach the Committee should follow” in making
assessments and judgements against the criteria included in the Secretary of State’s
6 February 2008 “request for advice”.

Paragraph 7 of the 5 December 2008 guidance states: “In relation to the assessment
of affordability, …, it [the Boundary Committee] should assess the capacity of that
unitary solution as a package to meet the criteria, rather than assessing the capacity
of each of the two or more proposed new unitary authorities separately.”

The Boundary Committee’s financial consultants reached a view on the
affordability of each of the unitary submissions by dividing the
Secretary of State’s affordability criterion into five elements and making
a separate assessment of risk against each one:
1. Transitional plan: overall costs must be more than offset over the payback
period.
2. Payback period: the payback period must be no more than five years.
3. Capital transitional costs: in each year, capital transitional costs must be
financed through revenue resources, borrowing or use of receipts.
4. Satisfactory balances: in each year, revenue costs must be financed
through in year revenue savings that are additional to annual efficiency
savings or by drawing on reserves.
5. Council tax: all costs incurred must be met locally without increasing council
tax.
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The Secretary of State’s supplementary guidance emphasises a different dimension
of the affordability test. It would be difficult to use the same methodology to make
precise assessments and arrive at reasoned judgements about the affordability “in
aggregate” of two, or more, unitary authorities.

However, simple logic suggests that in the case of the two unitary pattern for Devon,
the application of the “in aggregate” test would not be expected to lead to a different
result. The Exeter and Exmouth unitary authority and the residual Devon unitary
authority each failed when tested separately against affordability criterion 4:
satisfactory balances. The consultants’ view was that neither authority would have
sufficient reserves to finance revenue transitional costs whilst maintaining
satisfactory reserves to meet unforeseen pressures. The simple aggregation of those
two problems does not lead to a different conclusion: combing two negatives does
not make a positive. The two unitary pattern fails the “in aggregate” test. The
Secretary of State’s 5 December supplementary guidance does not alter the
conclusion that it is a pattern of unitary local government for Devon that would be
unaffordable and present a high risk.
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RESPONSE 14 REVIEW
Author of response

Date of response
8th December 2008

Mr E M Stanton
Response attached – edited as it contained
personal information

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
Issues have been considered in our
review
Detailed response

Each board will have a budget of £200 £250k - how does one come to this
figure before evaluation on how much
responsibilities will be devolved
The Boundary Committee basing its
figures on the 2001 census – this has no
relationship to today’s changing
population
A solution worthy of consideration is
retaining the County Council as the main
base retain the 8 districts plus Exeter
and cal them ( regional boards or areas)
reduce the executives and non essential
staff consolidate the administration bring
al the districts under the same IT

This is Devon’s broad budget for budget
planning and does not seem
unreasonable at this stage
Though the Boundary Committee report
showed population at 2001, the financial
workbooks included population from the
published finance statistics and were as
at June 2007
This seems to be broadly what the
County unitary submission was
proposing
We have not seen the response from the
Secretary of State to this letter.

Task C:
Advice to the Committee on the general questions that have been received not directly
relevant to the workbooks.
I am appalled at the short time given to
Devon County Council to consult with
its electorate after Exeter’s bid was
rejected (for good reasons)

No advice needed from IFCs

131

132

RESPONSE 14

132

133

133

134

134

135

135

136

136

137

137

138

RESPONSE 15 REVIEW
Author of response

Date of response
23rd December 2008

South Hams District - Mark
Seymour Strategic Director
(Resources)
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
Issues raised have already been considered
in the review
Detailed response
At the time the business case was
These were only available electronically
prepared, more relevant, meaningful, up
across the authorities in a consistent
to date and accurate information was
analysis from June 2008. Again
available in the form of the 2008-09
manipulation of reserves data would have
budgets which would have been
been necessary. All workbooks had to be
approved by authorities on February
distributed by early July.
2008
However, the workbooks specifically allowed
the updating of unallocated reserves to
1/4/2008
2007-08 Actuals would have been
2007-8 actuals are compiled by the DCLG
available by the time the preparation of
and were only available electronically
the workbooks commenced.
across the authorities in a consistent
analysis from 28th November 2008
Significant changes in the financial
baseline of authorities from estimates
2007-08, which would have been
prepared largely in the Autumn of 2006,
to the current baseline data
I and others made these points at the
s151 briefing meeting held by the
Boundary Committee in April.
This reliance on IT to deliver one third of
the total annual savings is unrealistic
and as best extremely high risk
I qualified my certification of the
workbook on this point also.
If it is the intention that a Devon Unitary
would indeed hand over Car Parking to

See the response in the main report
( paragraphs 3.1.3.3, and 3.1.3.4)

The above reasons were explained at the
briefings with S151 officers
In our modelling we have reduced the
savings coming from IT by 50%

We took note of all S151 certifications and
considered them in our modelling
It is not for us to comment on Devon’s policy
when it is not reflected in the business plan
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Towns and Parishes this would have a
material impact on the financial
assessment.
Sensitivity Analysis undertaken by the
financial consultants
I believe that a wider variance range
should be applied given the reliance on
outdated information, the lack of time to
prepare the workbook and therefore the
inherent inaccuracies built into the
model and consequent unreliability of
the resultant affordability assessment.
The information that set up costs have
been significantly underestimated
coming out of Cornwall as they go
through the process, highlights the high
risks associated with this area of cost.

but no doubt the final decision on this will be
taken in the light of the overall financial
position at the time
We factored in sensitivity analysis from 5% increased expenditure and reduced income
– up to 20%. This enabled a wide range of
possible outcomes to be viewed. We used
this to inform our modelling as well as all the
data presented to us. We feel that the
sensitivity analysis was effective and
worthwhile.

Our modelling reduced Devon’s net
transitional savings by nearly 20%.

Task C:
Advice to the Committee on the general questions that have been received not
directly relevant to the workbooks.
It is crucial that the Boundary Committee
evaluates the various unitary options in
aggregate across the Devon area prior to
making it’s recommendations to the Minister.

No advice needed from IFCs

The Council has previously expressed
concern that the Boundary Committee did
not consider the assessment of alternative
proposals on the basis of finding the most
appropriate solution
The Boundary Committee should now
consider the case for a South Devon and
Dartmoor Unitary on the basis of the
Secretary of State’s reminder.

No advice needed from IFCs

the Boundary Committee cannot provide the
Secretary of State with the necessary advice
on the financial aspects of LGR in Devon
that they are required to do without further
work, and wider engagement.

No advice needed from IFCs

No advice needed from IFCs
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RESPONSE 15
Mr Tim Bowden
Review Officer
The Electoral Commission
Trevelyan House
Great Peter Street
LONDON
SW1P 2HW
23rd December 2008

Devon Local Government Review – Representation on Affordability Criterion
I refer to your email of the 4th December 2008 which informed authorities of the revised
deadline for reviewing representations on your financial consultants report on affordability.
Subsequent emails from your office also informed us that the Secretary of State had issued
further guidance that the affordability of any proposal should be considered ‘in aggregate’
across the whole of Devon. To date we have not been informed as to the effect of this on
your deliberations. This puts us in an unacceptable position in relation to the revised deadline
of the 24th December for representations.
In view of the Secretary of State’s guidance issued last February and the recent reminder
letter from DCLG, I believe it is essential that as part of any financial assessment and
subsequent comprehensive and meaningful stakeholder consultation, it is crucial that the
Boundary Committee evaluates the various unitary options in aggregate across the Devon
area prior to making it’s recommendations to the Minister.
The Council has previously expressed concern that the Boundary Committee did not consider
the assessment of alternative proposals on the basis of finding the most appropriate solution
when tested against the five criteria. Indeed paragraphs 2.53 to 2.56 relating to affordability in
the Boundary Committee report on the draft proposals for unitary local government in Devon,
contains no reference to making a future judgement about the specific affordability criteria ‘in
aggregate’.
The Council has also previously expressed concern that the submitted concepts for patterns
for new unitary authorities across Devon were dismissed with little evidence of assessment,
despite the Boundary Committee’s request for such ideas to be formulated. A number of key
stakeholders supported a three unitary solution based on South Devon and Dartmoor,
Northern Devon and Eastern Devon. This arrangement would create two large predominantly
rural authorities, and one predominantly urban authority. The Boundary Committee appear to
have concluded that because a multi-unitary Devon would require a disaggregation of
services provided by the County Council and this would be more costly, that a large Devon
unitary arrangement is likely to be the most appropriate solution. The Council has argued that
this conclusion fails to respond to four of the key criteria established by the Secretary of State
in relation to i) cross section of support; ii) effective leadership; iii) community engagement
and involvement and iv) value for money. I can now add a concern that the Boundary
Committee’s consideration of affordability must be about more than finding the single
cheapest and easiest option for reorganisation. Therefore the Boundary Committee should
now consider the case for a South Devon and Dartmoor Unitary on the basis of the Secretary
of State’s reminder.
With reference to the consultants report on the ‘affordability criteria’, I would make the
following representation:
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1. The consultant’s assessment on the merits of the business case are flawed due
to the inadequacy of the data used.
The business case model is fundamentally flawed by the choice of comparative
baseline data. The Boundary Committee required lead s151 officers to prepare the
business case workbooks using 2007-08 estimates as the baseline. At the time the
business case was prepared, more relevant, meaningful, up to date and accurate
information was available in the form of the 2008-09 budgets which would have been
approved by authorities on February 2008. This would have provided a more
relevant and meaningful baseline for the assessment of affordability. If there is a
valid, but unexplained reason why 2007-08 figures had to be used as the baseline
then the 2007-08 Actuals would have been available by the time the preparation of
the workbooks commenced.
I am sure you will be aware of the significant changes in the financial baseline of
authorities from estimates 2007-08, which would have been prepared largely in the
Autumn of 2006, to the current baseline data. Significant changes occurred in
relation to Government Grants, income levels, service pressure on resources and of
course savings identified by authorities to meet Government efficiency targets.
I and others made these points at the s151 briefing meeting held by the Boundary
Committee in April. I also made the point in a qualification included in my workbook
certification. This issue has been ignored.

2. The assessment of savings identified within the workbook is unrealistic.
An examination of the assumed savings included in the workbook model reveals an
unrealistic reliance in those arising from IT. Around £6m of the £18m underlying
annual ‘savings’ appear to arise from savings in this area, and that this level of
savings will be reached by year 4 of the model. This reliance on IT to deliver one
third of the total annual savings is unrealistic and as best extremely high risk. I am
not aware of any significant consultation between the County IT officers and their
District counterparts which would indicate that an adequate ‘due diligence’ approach
had been taken to arriving at this extremely ambitious target, both in regard to the
quantities and timing of savings to be delivered. I qualified my certification of the
workbook on this point also.
3. Car Park Income.
Subsequent to the preparation of the workbook I have been told that some Town and
Parish Councils have been informed by representatives of the County that income
from Car Parks in their areas will be passed over to them. You will be aware this is a
significant source of income to District Councils (e.g. £2.9m for South Hams District
Council in 2008/09). However this has not been taken into account within the
workbook. If it is the intention that a Devon Unitary would indeed hand over Car
Parking to Towns and Parishes this would have a material impact on the financial
assessment.
4. Sensitivity Analysis.
I would also draw your attention to the limited Sensitivity Analysis undertaken by the
financial consultants. I believe that a wider variance range should be applied given
the reliance on outdated information, the lack of time to prepare the workbook and
therefore the inherent inaccuracies built into the model and consequent unreliability of
the resultant affordability assessment.
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5. Set Up Costs.
I believe that, given the lack of time to prepare the workbook and the resulting
inadequacies in the financial model, more thorough and vigorous testing of the set up
costs is required. The information that set up costs have been significantly
underestimated coming out of Cornwall as they go through the process, highlights the
high risks associated with this area of cost. Further work is required.

In conclusion, on the basis that the financial assessment lacks the necessary robustness,
reliability and appropriate ‘due diligence’ required, the Boundary Committee cannot
provide the Secretary of State with the necessary advice on the financial aspects of LGR
in Devon that they are required to do without further work, and wider engagement.
Yours sincerely,

Mark Seymour
Strategic Director (Resources)
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RESPONSE 16 REVIEW
Author of response

Date of response
December 2008

Appledore Residents
Association - Colin O’Brien
Secretary
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
The issues raised have been covered in our
Summary report
Detailed response
The sensitivity analysis (p145) shows
We have no access to reliable data on this
that three of the five criteria would not be point – however experience shows that the
met if costs were to increase by 20%.
costs of the transitional plan is likely in the
However, the costings of the changes in
outcome to be higher than initially
Plymouth and Cornwall were in error by
suggested.
factors of over 100%.
We took this into account in our modelling of
all submissions. We reduced Devon net
transitional savings by some 20% in the
modelling on which we based our
assessment
There appears to a cavalier attitude to the In their submission Devon identified some
use of reserves (P 149), paras 10.1 and
earmarked reserves which could be used, on
10.3.
a temporary basis, to fund transitional costs,
but which would be repaid – from
subsequent savings – by 2013/14. We have
to rely on the professionalism and personal
responsibility of the S151 officer who put
forward this, which will be reviewed by the
Audit Commission at the appropriate time.
Task C:
Advice to the Committee on the general questions that have been received not
directly relevant to the workbooks.
The whole reorganisation study has
resulted from the wishes of Exeter
Council. It has nothing to with the wishes
of the residents of North Devon, who will
be subjected to large extra expenses of
time and cost.

No advice needed from IFCs
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RESPONSE 16

APPLEDORE RESIDENTS ASSOCIATION
Comments on affordability analysis for Devon Unitary
authority
Affordability Summary

1. It is only necessary to define the affordability criteria (section 2.1.2.1) because of
the proposed reorganisation. Conforming to these criteria does not justify the
need for the reorganisation.
2. The whole reorganisation study has resulted from the wishes of Exeter Council. It
has nothing to with the wishes of the residents of North Devon, who will be
subjected to large extra expenses of time and cost. A crucial criterion, that costs to
members of the community in accessing the council’s services and democratic
institutions should not increase, has been excluded (and probably not even thought
of) from 2.1.2.1. The concentration is entirely on Council Tax. At present the
Appledore Residents Association (ARA) attends all meetings of our local council,
Northam TC, which are twice a month. The Council Chamber is a mile from our
village. We also attend meetings of Torridge District Council, about 2 miles away,
when necessary. How are we expected to travel 60 miles to Exeter? This analysis
has given no thought to the needs of the citizens of Devon outside Exeter; it is
purely a bureaucratic Exeter-driven exercise.
3. Increasing the size of the population controlled by the authority will lead to a
justification for increased salaries for those running it.
4. The additional ‘localisation’ costs for Devon are £42 per head, much greater than
any of the other authorities. This is not surprising in view of the size of the county,
and is indicative of the likely administrative problems which are likely to result.
Para 3.2.9.6 indicates that this has put the Devon submission under ‘some
financial strain’.
Final Report Compilation

1. The sensitivity analysis (p145) shows that three of the five criteria would not be
met if costs were to increase by 20%. However, the costings of the changes in
Plymouth and Cornwall were in error by factors of over 100%. A sensitivity
analysis of the effect of using the figures from these two authorities has not been
performed, but would undoubtedly show that none of the criteria could be
satisfied.
2. The analysis of Council Tax (p 147) shows that the lowest Council Tax is £1134,
and the average at present is £1184. Considering the overriding emphasis placed
in the analysis on Council Tax, the difference between these is fatuous. Endless
upheaval will result in a possible saving of about 4% for some people. But the
consequence will be that Appledore will lose all its local councillors (at present
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we have 4 on Northam TC and 2 on Torridge DC), and be subsumed into a larger
district. The whole reorganisation proposal is grossly antidemocratic and will lead
to bureaucratic chaos with minimal benefits for the people of this area.
3. There appears to a cavalier attitude to the use of reserves (P 149), paras 10.1 and
10.3.

Colin O’Brien
Secretary, ARA
10 Odun Terrace
Appledore
Bideford
Devon
EX39 1PQ
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RESPONSE 17 REVIEW
Author of response

Date of response
19th December

Ipswich - J D Hehir Chief
Executive
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
The response is generally supportive,
though it shows concerns relating to the
County unitary bid. Such concerns would be
met if County achieved Securing the Future
savings ( which we have fully discounted)
equivalent to only one fifth or so of the
estimate in the business plan
Detailed response
The financial consultants report suggests Savings identified and savings delivered can
reducing our savings by £1m per year. If be substantially different even with the best
this was done we would only be looking
planning. Despite our modelling of this risk
to deliver around 70% of the savings
the submission still appears to be likely to
identified by NKA. This is an
achieve the criteria.
overcautious tolerance.
Securing the Future Savings
During discussions between the section
151 officers concerns were expressed
that there was a risk of duplication
between those savings and those
proposed through the County’s securing
the future initiative. It was agreed that
for the purposes of the business cases
we would use the County’s assumptions
although that initiative has not yet
delivered all the anticipated savings.
We are unclear about your conclusion
that we are only investing £1m which we
believe excludes the capital ICT costs of
£4m.

Overall, we estimate cumulative costs of

We discounted StF savings in North Haven
completely from year 1. Thus any
achievement of the StF savings in the
transitional period would mean a better
position than that which we evaluated.

This looks correct – the analysis only related
to revenue costs
Based on this analysis we increased the
provision for IT ( excluding capital) by £0.5m.
Despite this the submission appears to be
likely to meet the affordability criteria.
We modelled additional risk into the County
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around £1.5m per year .. which should
be included in the assessment of the
affordability of the unitary county case.
In addition there will be significant
additional costs to local taxpayers of
between £4m and £5m per year.

submission which reduced the net savings in
the transitional plan by some 10%. But in
addition we completely discounted the
Securing the Future savings, which totalled
some £37 millions over the transitional
period. We note that North Haven was
happy to include the element of StF savings
which related to their case – though they
indicate the figures may be on the high side.
Therefore any achievement of the StF
savings would better the position which we
modelled. We note that even if only one fifth
of the savings are achieved this would offset
the increased cost which North Haven have
highlighted.

Task C:
Advice to the Committee on the general questions that have been received not
directly relevant to the workbooks.
I wanted to write to express our
appreciation at the professional and fair
manner in which you and your
colleagues have undertaken this review
and in particular the way that requests
for follow up information were dealt with
We believe it was unfair to ask the
County Council to lead on the production
of the financial case for both the unitary
County and the rural County. It is clear
that the bulk of the effort has been put
into the former and the latter produced
as an adjunct to that.

No advice needed from IFCs

No advice needed from IFCs
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RESPONSE 17
Email: james.hehir@ipswich.gov.uk
Tel: 01473 432010
Fax: 01473 432033
Max Caller
Chair
Boundary Committee for England
The Electoral Commission

J D Hehir BSc(Hons)
CPFA FCMA
Chief Executive
19th December 2008

Dear Max
Local Government Review in Suffolk

As you finalise your conclusions I thought it would be helpful to restate some of the
key issues in Ipswich and respond to the independent financial consultants’
assessment of affordability published on 21 November.
Change can happen

I will not rehearse all of the elements of our business cases over the years for unitary
status covering the Ipswich area but would wish to flag up with you key elements of
the current proposals – more detail on which is set out in the attached leaflet. These
clearly show that the new unitaries proposed in your July report would meet the
Secretary of State’s five criteria.
Strong, effective, accountable strategic leadership

The area proposed for North Haven is very contained; nearly 86% of North Haven’s
working residents work in the North Haven area for example. This means that there
is a strong focus on addressing the needs of the area and to improve quality of life.
The new Council will be able to focus on the very different needs of this area - strong
economic growth, developing the ports, improving skills and educational attainment
and delivering cohesive communities for example. The strategic leadership provided
by a cabinet/ leader model in Ipswich has delivered some of the most exciting
economic regeneration projects in the Eastern region and will form a sound base for
the work of the new Council. Enhanced scrutiny arrangements, the attention of a
very strong press and media base, which is largely coterminous with North Haven
and very vocal, and active community groups will ensure accountability across the
area too. The key role of Ipswich and parts of Regional Cities East will be greatly
enhanced with Felixstowe and the surrounding area contributing significant growth.
This strong leadership will ensure that North Haven, as a key part of the Haven
Gateway growth point, will be able to compete for economic development and

148

149

regeneration with others across the Country including Thames Gateway, M11
Corridor, and Greater Cambridge.
The Suffolk rural unitary authority would be able to focus on the distinctive needs of
that area too including





Linking the 20 or so market and larger towns with their rural
hinterlands
Improving rural transport and stopping the loss of local services in
villages etc.
Supporting the diversification of the rural economy
Meeting the special needs of its ageing population.

Empowered citizens and communities
There will be one Councillor for every 3000 voters in North Haven which provides good
opportunity for interrelationship with residents. The new Council will benefit from Ipswich’s
nationally recognised approach to community engagement with neighbourhood forum
reaching out to all communities. In addition the new Council will build on the work of existing
Town and Parish Councils and community groups to ensure citizens and communities have a
strong voice in the new Council. The new Council will provide an opportunity to realise the
potential of the recent White Paper “Communities in Control”. A new Local Strategic
Partnership will be created to reflect the needs and aspirations of all the North Haven area.
The Suffolk rural unitary authority will also provide a great opportunity to build on the current
work of parish and town councils to further empower citizens and communities. A flexible
approach to community boards building on the work of parish and town councils will also help
support this agenda as will closer working with the third sector. A network of local delivery
points will make services and advice more accessible to communities. Improved local
visibility and accountability for all services will give residents an easier say in influencing
delivery and strategic direction.

Value for money, affordable services

The new North Haven Council will deliver value for money services through its mixed
economy philosophy, early work on service integration and transformation, effective
engagement with interested parties in the design and targeting of services,
partnership working and the development of shared service opportunities. There will
also be scope to work more closely with the third sector on commissioned services
and with LSP partners to reduce duplications across the public sector.
Over £35m of net savings will be delivered over the first four years through flatter
management, smarter delivery of services and property rationalisation. The
investment necessary to set up a new council will be “paid back” within 13 months.
There will be annual on-going savings of £15m. When the rural Suffolk unitary is
included overall savings rise to £67m over the next four years and annual savings of
£30m thereafter.
A broad measure of public support

Given the absence of developed business cases for the very new proposals for two
unitaries for Suffolk (and the summer consultation period) a relatively small number
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of views have been submitted to the Boundary Committee. In the absence of any
independent analysis of those returns our own informal review suggests that the
majority of the 1500c submissions appear to favour either smaller unitary councils or
no change over the creation of a large and remote unitary Suffolk.
There is also a solid core of support across Suffolk and across different organisations
for the North Haven proposal.
As a new proposal, and without a fully developed business and financial case until
the end of September, the Ipswich and Felixstowe unitary case has received a
surprisingly high level of public support in discussions locally. Six of the seven
districts in Suffolk support a unitary pattern of Government focused on Ipswich and
its surrounding area. The North Haven proposal also has the support of large
neighbouring districts in Essex including Colchester and Tendring. A number of
parish and town councils have also proffered their support including Beccles,
Belstead, Bury St Edmunds, Copdock and Washbrook, Euston, Holbrook, Lindsey,
Newmarket, Pinewood and Shotley. There is also support from business,
community groups, educational facilities and individuals as represented on the
Boundary Committee website. These include: Bury St Edmunds Chamber of
Commerce, Genesis Orwell Mencap, Haverhill Association of Voluntary
Organisations, JG Land and Estates, Kessingland Primary School, Onslow, Suffolk
New College, The Ipswich Society etc. A number of other organisations whilst
supporting other options for Suffolk have indicated that they could work with a unitary
pattern based on Ipswich – for example Suffolk Constabulary and the NHS.
All this builds on previous strong support for a unitary Ipswich.
Without a strong advocate for the rural unitary council there is less comment on that
proposal but again the support for North Haven and smaller unitary solutions would
suggest a preference for that over a unitary County. Support for the rural Suffolk
authority reflects the support for North Haven as it would be difficult to support that
option without implicitly accepting the need for unitary government covering the rest
of Suffolk. In addition we are confident that any thorough research on the
perceptions of that option would reflect the work conducted by Ipsos-MORI and
Insight Track for Norwich, which indicate that there is support for councils that reflect
the differing needs of rural and urban areas. We have not had sufficient time or
resource to repeat this research in Suffolk.
More of the same

Suffolk County Council has conducted a very strong campaign in favour of the
alternative pattern of a unitary council for Suffolk arguing that current political
leadership across the County has not been able to meet the needs and aspirations of
Suffolk’s communities. As a result, investment in Lowestoft has not delivered,
transport communications are poor, educational attainment low and the economy of
Ipswich limited. Some other risks facing Suffolk are set out in the attached
presentation by the Audit Commission prepared in advance of the introduction of
CAA.
Suffolk County Council’s solution to these problems is for more of the same, to
entrust all local government services to a remote and distant body similar to the
current County Council that despite being excellent has been unable to make inroads
on many of these issues because it is forced to balance competing community needs
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and requirements and lobby on behalf of the very different communities of Hadleigh,
Eye, Felixstowe, Newmarket, Lowestoft and Ipswich. Compromise on that scale
makes effective community leadership difficult and reduces an organisation’s ability
to focus clearly and resolutely on anywhere.
A council of over 700,000 with only 120 councillors will be similarly unaccountable
and remote and current local press coverage concerning closure of middle schools,
increases in fees for adult services, closure of facilities for the learning disabled and
developing park and ride schemes across Suffolk illustrate the problems of a one
size fits all approach for a county as large and diverse as Suffolk. There is a marked
difference between Norfolk and Suffolk’s county towns with Norwich being in the
centre whilst Ipswich sits in the South Eastern area of the county.
Reading your July proposals alongside the Audit Commission’s CAA analysis of
Suffolk makes it very clear that an emphasis on the needs of Ipswich and its
surrounding area is required. As Para 6.50 of your report notes the aspirations of
Ipswich would not best be met under this model. The three Group Leaders of
Ipswich have written separately to you as community leaders highlighting their
concerns about the neighbourhood arrangements proposed for Ipswich which would
not provide for strong leadership, accountability or effective empowerment. The
County Council proposals (set out in italics below) and the concerns identified by the
Group Leaders follow:
“Introduce a portfolio holder or champion for Ipswich.
This person would presumably be drawn from the new unitary councillors and
have a seat on its new Executive. To command credibility that person would
have to be drawn from Ipswich unitary councillors, it surely would not be right
for the Ipswich champion to come from Bury for example. Other points of
concern include:





Would the portfolio holder have to come from the party that constitutes the
new unitary’s Administration?
Would that portfolio holder have responsibility for the strategic
development of service delivery in Ipswich and if so, how would they
relate to other portfolio holders?
How would they relate to the Area Assembly and town council set out
below?
Would residents of Ipswich contact their local MP, councillor, the Ipswich
Champion, service specific portfolio holders or the Area Assembly for
action on issues that concern them?

Establish a Community Board or Area Assembly for Ipswich.
Suffolk County Council’s proposal envisages 20 or so community boards
across Suffolk ranging in size from 10,000 to 120,000 people. We assume
that the proposed Area Assembly for Ipswich will also constitute the
Community Board too - although that is unclear. These will bring together
key local agencies, take on community initiatives and decide on how locality
budgets will be allocated. In Ipswich this Assembly will also have greater
devolution than in other areas.
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Creating this Assembly will not simplify things for local residents in Ipswich or
provide for strong leadership. How will it relate to the Portfolio holder, the
Town Council or the local neighbourhood forums? Who takes the strategic
view for Ipswich, who do residents contact for action?
The County Council’s budget for Community Boards is £2.6m. If this is divided equally across
the 20 community boards then the budget for Ipswich’s 120,000 population will be only
£130,000. If it is given more then clearly resources available to the rest of Suffolk will reduce
significantly.

If the Board is genuinely given greater devolution then how will this address
the problems identified with the current two tier arrangements which it will in
fact replicate but with a democratic deficit?
Build on the Borough Council’s existing neighbourhood forums.
There are currently five neighbourhood forums that are broadly coterminous
with Safer Neighbourhood Teams and bring together local residents, key
organisations and councillors to solve problems in local areas and to allocate
locality budgets – very similar to community boards in fact! They are
recognised as national good practice and Ipswich is only one of only 18
national empowering authorities in the country. However the forums are
currently operating on a shoestring following the withdrawal of financial
support by the County Council. There is no suggestion in Suffolk County
Council’s submission that the necessary extra resources would be found to
develop the forums. Nor is there any indication about how the forums would
develop alongside the other arrangements. Their relationship with the Area
Assembly is particularly confusing and likely to lead to multiplication of activity
by stakeholder groups and residents. Would they still have devolved
budgets? What would be unacceptable would be to replace them with one
community board for Ipswich, which would see the number of opportunities
for public engagement reduced from 20 to 3 per year.
Establish a Town Council for Ipswich and maintain a ceremonial Mayor.
If Ipswich ceased to have democratically elected governance then a Town
Council might well be a desirable option. However, our estimate is that the
additional costs to local council tax payers of establishing and maintaining a
town council would be in the region of £2m per annum (which has not been
costed in the County’s submission).
It is also difficult to see how any
devolution of responsibilities to this Town Council under legislation pertaining
to town and parish councils would fit with the proposed devolution of powers
to the Area Assembly. Neither is it clear how its role would fit with the Ipswich
Champion or neighbourhood forums.”
Financial Assessment

I wanted to write to express our appreciation at the professional and fair manner in
which you and your colleagues have undertaken this review and in particular the way
that requests for follow up information were dealt with. We will fully consider your
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conclusions and reflect upon them in any revision to the business case following the
final announcement. The position continues to move on apace anyway which may
affect the overall position too.
Our efficiency partners Northgate Kendrick Ash (NKA) have already made some £1m
efficiencies in benefits and have identified some £3m efficiencies in housing, many of
which will make further savings on attaining unitary status more easily achieved.
Our own internal efficiency review has identified savings in the order of £3m next
year including staffing rationalisation and closer working with neighbouring authorities
which will also lay the foundations for an effective and affordable new council.
Further work on potential accommodation has led to a proposal to relocate the North
Haven HQ in Endeavour House (the current County HQ). We anticipate there would
still be enough accommodation within Endeavour House and other sites in Suffolk to
meet the needs of Rural Suffolk This would fully occupy Endeavour House, save
over £1m and free up the existing accommodation, Grafton House, as new
accommodation possibly for the Police and combined Fire Service.
In response to your request for further information we commented on the possible
impact of extending North Haven to include Hadleigh which we believe could add
significant further savings as much of that area looks to Ipswich. Existing
administrative and service alignments, including the SWISS educational centre,
cover a large part of this extended area making further efficiencies relatively easy
without disrupting arrangements for the rural Suffolk unitary.

North Haven and Rural Suffolk

We were pleased that the financial evaluation of the North Haven and Rural Suffolk
(with Lowestoft) pattern was assessed as “low risk” and “likely to be achievable”.
However, there are a number of points we would make in response.
Securing the future

A key part of our case is that merging several authorities into one will provide the
opportunity to make significant transformational savings. We commissioned our
efficiency partner Northgate Kendrick Ask to help us estimate the likely savings that
would accrue. During discussions between the section 151 officers concerns were
expressed that there was a risk of duplication between those savings and those
proposed through the County’s securing the future initiative. It was agreed that for
the purposes of the business cases we would use the County’s assumptions
although that initiative has not yet delivered all the anticipated savings. The
Northgate Kendrick Ash assessment of nearly £15m savings was based solely on
new work as a result of the merger of authorities and could not be achieved without
the establishment of a North Haven Council. We deliberately did not take the full
potential yearly savings of £14.6m identified by NKA due to risk and further
investigation which was stated in our business case.
The financial consultants report suggests reducing our savings by £1m per year. If
this was done we would only be looking to deliver around 70% of the savings
identified by NKA. This is an overcautious tolerance.
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We believe these reasonable savings should be included in the assessment.
Staffing

Whilst the staff saving of 5.2% may be high compared to others it is realistic and
represents only 197 staff over three years. Many of these will depart through natural
wastage and will not need to be replaced as efficiencies and improvements come on
stream.
We also adopted a cautious approach to savings overall basing the saving for
specific services shown in the workbook on staff reduction. In practice these savings
could come from across the whole service budget, once the full detail is known.
Education and Adult Services

Although we may be the only council to specify savings in this area, many others will
have included figures within their general efficiency savings. Our assumption is
based on a realistic assessment informed by feedback from existing county staff and
consultant input. The main focus will be reducing the bureaucracy that co-ordinates
the activities of the existing sub county structures. In addition savings will accrue
from more joined up working - with housing and leisure for example.
For education, the staff savings represent 15 non-schools based staff out of a total of
597. Our costings are based on SCC current “Southern “ area, but with fewer layers
of management and takes account of integrating with community and leisure
services.
For adult services the staff savings represent just 5 out of a total of 620. In practice
savings will be generated from flatter management structures.
For simplicity we have shown the savings against “education” and social services but
in practice savings will be generated from joining up Housing, Social Services,
Culture and Leisure too.
ICT

We are unclear about your conclusion that we are only investing £1m which we
believe excludes the capital ICT costs of £4m. We have also assumed in practice
that we will utilise a significant proportion of a SCC ICT development fund (£3m in yr
3, offset by a £1m uncertainty contingency) and have offset other investments by
current budgeted capital plans.
Rural Suffolk

We believe it was unfair to ask the County Council to lead on the production of the
financial case for both the unitary County and the rural County. It is clear that the
bulk of the effort has been put into the former and the latter produced as an adjunct
to that. If the case had been built differently we are confident that savings would
have been higher. It does not make sense for example that the rural Suffolk element
represents 74% of the cost of unitary Suffolk and only 24% of the savings that accrue
from a unitary Suffolk.
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Other areas of particular concern include:





Inflated costs in certain areas e.g. branding (£540k); supporting community
boards (£575k) which does not reflect existing district staff working in these
areas; improved ICT (£2.2m in addition to existing investment streams);
contract novation (£1.2m); specialist commissioning teams (£900,000).
£2.1m costs for dividing county services but no recognition of possible
savings from merging services and closer working. There are no savings
identified at all for housing or cultural services.
Low savings for shared services – 15%

Suffolk Unitary

We continue to have reservations about the financial case made on behalf of a
unitary Suffolk. These include:
The costs of aggregation

Suffolk County Council currently has a large number of staff and resources
committed to co-ordinating its local delivery work including two sets of management
teams for sub-county areas for children’s services and adult services. This
bureaucracy will need to be increased to accommodate district services also being
delivered on a countywide basis – for example to co-ordinate and oversee coastal
management activity, housing development, refuse collection, leisure provision etc.
There has been no account taken of this in the County’s submission which makes the
5% estimated savings unrealistic. Extending the sub county area management
arrangements to include district functions and building in capacity to co-ordinate that
activity at County level suggests additional annual costs of £500,000.

The costs of localization

To counter its remoteness, the County Council is proposing significant growth of
community boards, assemblies and town councils. The budgets for the Boards are
unrealistic - £130,000 for Ipswich makes no sense for example and needs to be
increased.
Neither does the financial case makes any provision for the proposals in the business
case for town councils for Lowestoft and Ipswich. The administrative arrangements
to support these will be in the order of £75,000 each per year. In addition we
estimate additional costs to the local taxpayers in those towns of £4m a year.
A significant part of the County case is to devolve resources and decision making to
these boards and area arrangements. This will include the scope to alter service
levels – library opening hours, leisure facilities, and street cleaning levels etc across
Suffolk. There will be significant cost resulting from this in terms of renegotiated
contracts and loss of economies of scale– the estimate for rural Suffolk in their
business case is an additional cost of some £300,000 a year to reflect the costs of
stepping down from countywide contracts to smaller packages. A reasonable
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estimate for additional costs for splitting contracts across the County is therefore an
additional £500,000 per year.
Failure to reflect business case assumptions in the financial case

There were many last minute changes to both County cases which saw the overall
submission grow in length from 34 to 58 pages. There has been no explanation of
how the financial consequences of these will be met. These include a range of new
services and companies: a local housing company; a young people’s housing
service; a non profit organisation to improve 400 households apparently at a cost of
£1m; an economic development company to replace the Haven Gateway
Partnership; and a Great Yarmouth and Lowestoft Development Board. The
additional costs for these would appear to be in the order of £300,000 per annum.
Overall, we estimate cumulative costs of around £1.5m per year for the above
which should be included in the assessment of the affordability of the unitary
county case. In addition there will be significant additional costs to local
taxpayers of between £4m and £5m per year.
In conclusion, an affordable financial case has been established for the Boundary
Committee’s stated preference of two unitaries for Suffolk. The “savings gap”
between that option and the alternative pattern of a unitary Suffolk is small – less
than ¼ % of the budget of the Councils concerned. The advantages of two
unitaries far outweigh that in terms of the ability of the new Councils to focus
clearly and resolutely on delivering improved outcomes for their residents.
Change must happen.

Yours sincerely

Chief Executive
Copy to: Kalim Anwer, Review Officer, Boundary Committee
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RESPONSE 18 REVIEW
Author of response

Date of response
December 2008

South Coastal District
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
The overall position has already been
considered in our review
Detailed response

The workbook figures do not reflect
current spending on services and
initiatives identified by residents.. as
local priorities.
The IFCs claim there is a correlation
between the size of an authority and its
affordability. Based on their figures most
existing successful unitaries would not
have been created

Income forecasts are now unrealistic due
to the recession and the downturn in the
property market
Senior management structures are not
robust enough for the Rural and whole
Suffolk unitaries

Concerns over the saving levels and the
costs within the Suffolk County business
case

The analysis is concerned with the
transitional costs arising and its movement
from the base budget
We have stated this as a conclusion from the
data we have seen. It is not a pre-requisite
of our work. It is general comment – indeed
we see that some smaller authorities within
the exercise can be seen to be likely to meet
the criteria – North Haven at 213k population
for example, but others have not.
See our general response at section 22

We do not share this view – and other
respondents have concerns that too many
costs have been input to these bids- we
have however increased some costs relating
to staffing in our modelling
We modelled additional risk into the County
submission which reduced the net savings in
the transitional plan by some 10%. But in
addition we completely discounted the
Securing the Future savings, which totalled
some £37 millions over the transitional
period.
Therefore any achievement of the StF
savings would better the position which we
modelled.

Concerns over the saving levels and the
costs within the Ipswich and Felixstowe
business case

We modelled a reduction of nearly £10m in
the net savings put forward by North Haven.
In addition we completely discounted the StF
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Concerns over the saving levels and the
costs within the Suffolk County
Remainder business case
- savings may have been understated
without clear justification

which were put forward.
The original transition plan as submitted –
excluding STF savings - showed a loss over
the transitional period of some £10.2m. We
modelled some additional costs and heavily
discounted ( by some 25% or so) the StF
savings - the net effect was an increase in
net savings of £7.3m, and found the
submission to score medium risk.

RESPONSE 18 REVIEW

The response from South Coastal District is
shown below
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RESPONSE 18a REVIEW
Author of response

Date of response
December 08

Suffolk Coastal Response to
the Boundary Committee’s
consultation on the draft
proposals for unitary
government in Norfolk and
Suffolk September 2008
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on overall conclusions

Reason
Issues raised have been considered in our
main report
Detailed response
The One Suffolk model fails to recognise the The Suffolk County unitary workbook
extra layers of management that will have to
included £10.2m described as localisation
be built in to support locality arrangements
over the transitional period
The financial case for Unitary Suffolk was
This was the deadline for submission to us
not shared with Chief Financial Officers until
to meet the overall deadline set by the
5.40pm 12th September. This has prevented Boundary Committee. It should have been
detailed scrutiny.
the result of continued consultation from July
and before. However, our report did not
appear till 19th November and it seems to us
that there was time during that period to
make representations
Task C:
Advice to the Committee on the general questions that have been received not directly
relevant to the workbooks.
We are opposed to removing Lowestoft
from the local government structure in
Suffolk. This applies equally to both
BCE proposals, and to any alternative
proposals.

No further advice needed from IFCs

We believe that the process has meant
that Suffolk County Council has been
placed in an unfair position of being
nominated lead authority for the
development of both the Rural financial
case and the financial case for a single

No further advice needed from IFCs
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Suffolk authority. Another fundamental
flaw in the consultation process is that
there has been no-one acting as a
champion for the Rural Suffolk option.
Ipswich has a far stronger relationship
with Colchester, as identified through
Regional Cities East.
We strongly believe that an East
Suffolk, Ipswich and West Suffolk
better serves the ambitions of our local
communities, offering local
accountability and regional influence.

No further advice needed from IFCs

No further advice needed from IFCs

RESPONSE 18a REVIEW

This response was originally put forward in
September 2008 and therefore is not
repeated here
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RESPONSE 18b REVIEW
Author of response

Date of response
December 08

Suffolk Coastal Covering
letter from Leader and Chief
Executive
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
The covering letter highlights points covered
in detail in the letter it covers
Detailed response
There are significant doubts about the
See the response to response 18 which this
validity of many of the assumptions that
letter covers
support the submitted financial case for the
proposals
Task C:
Advice to the Committee on the general questions that have been received not directly
relevant to the workbooks.
No additional issues
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RESPONSE 18b
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RESPONSE 19 REVIEW
Author of response

Date of response
22nd December 2008

Mid Suffolk and Suffolk
County
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
The response is generally supportive of the
conclusions in our summary report
Detailed response
We believe that the relatively greater risk
The Suffolk remainder including Lowestoft
associated with the case of Rural Suffolk
benefits from the higher savings Suffolk
including Lowestoft should also have been
have indicated could accrue from Lowestoft
reflected in the consultants’ report as
remaining within Suffolk
Medium risk, rather than Low risk.
Task C:
Advice to the Committee on the general questions that have been received not directly
relevant to the workbooks.
None
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RESPONSE 19
Mid Suffolk District Council
Council Offices
High Street
Needham Market
IP6 8DL

Suffolk County Council
Endeavour House
8 Russell Road
Ipswich
IP1 2BX

Our Ref: LGR Financial Assessment/AH - AG
Date: 22nd December 2008
The Boundary Committee for England
Trevelyan House
Great Peter Street
LONDON SW1P 2HW
Dear Mr Gall
Boundary Committee Review – Affordability of submission from Suffolk
Thank you for copies of the reports setting out the financial consultants’ evaluation of whether
the affordability criteria have been met for local government structures in Norfolk, Suffolk and
Devon. We agree with the financial consultant’s findings which say that:





a Unitary Suffolk council (including Lowestoft) shows the highest level of savings
for the people of Suffolk, is ‘low risk; and ‘likely to be achieved’;
‘single (County) Unitary patterns with populations between 560,000 and 900,000
appear most likely to meet the affordability criteria and demonstrate low risk’; and
there is ‘a significant benefit arising from Lowestoft remaining in Suffolk’ and that
rural Suffolk without Lowestoft is considered a medium risk;

Moreover, we believe that the relatively greater risk associated with the case of Rural Suffolk
including Lowestoft should also have been reflected in the consultants’ report as Medium risk,
rather than Low risk. Consistent with the consultants’ findings for Norfolk and Devon, it is the
single unitary pattern that represents the lowest affordability risk for Suffolk.
I note you have acknowledged the quality of the work on the Suffolk business cases across
the county and endorse their conclusion that significantly greater savings are available
through the One Suffolk model.
While we accept that affordability and value for money are only two of five important criteria,
we would argue that in these difficult economic times they are of increasing importance. A
single unitary authority for Suffolk (including Lowestoft) provides the highest level of savings
at low risk which would benefit both national and local tax payers.
We look forward to the Boundary Committee’s recommendations in due course.
Yours sincerely
Andrew Good
Chief Executive
Mid Suffolk District Council

Andrea Hill
Chief Executive
Suffolk County Council
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RESPONSE 20 REVIEW
Author of response

Date of response
22nd December 2008

Forest Heath St
Edmundsbury and Waveney
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
The issues raised have been considered in
the Summary report and supporting
documents
Detailed response
We are surprised that the consultants
We were charged with reviewing the
compared the financial data submitted by the transitional costs and savings put forward to
three Counties with each other rather than
see if they were likely to meet the
the costs of existing unitaries of comparable
affordability criteria - the process was not in
size. We believe that comparing predicted
any way meant to produce a budget for the
costs within the three counties being
new unitaries
reviewed is a far from robust mechanism for
coming to affordability conclusions
See the detailed response in our Overview
report – Task C Summary of key general
issues which have been raised
Notwithstanding the above we are pleased
This comment appears to support our
that the Suffolk proposals for two unitaries… conclusions
both appear affordable
Although your consultants claim to have
The S151 comments amongst other things
noted the S151 comments it is not clear in
expressed concerns at the level of efficiency
what way these comments ‘influenced the
savings, waste costs and savings costs
consultant’s modelling and risk assessment’
generally with some concern that they may
be overstated, and an issue over the
Securing the Future Savings and the level of
these. Concern was also expressed about
the methodology which had been adopted by
the Boundary Committee and the
timescales. We set out our position with
regard to the methodology in the main report
( para 3.1.3) – timescale was an issue for
the Boundary Committee and the Secretary
of State – the issue that it brought more risk
to the figures was accepted and was taken
into account in the modelling
In our report we very carefully considered
the StF issue and set out our approach – we
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completely discounted them in three
submissions and heavily reduced them in
two other Suffolk submissions. Specifically in
our modelling we made increased provisions
for certain staff costs and reduced the
savings for waste. Despite this the
submissions scored at least medium on our
risk matrix.

It would be helpful for the rest of us to have
sight of the lead officer’s responses to the
follow up questions
The statement (about size of population of
unitary – see our Summary report paragraph
4.1)…is surely misleading given that the two
unitaries in Suffolk… bath passed the
affordability test.

Our detailed modelling and its reasoning is
shown in the Compilation of detailed reports
for each of the Suffolk submissions.
These are shown in full detail in our
Compilation of Background Information
report 17th November 2008 at pages 86,
106,126, 191, and 200.
We used the phrase ’generally’ in that
paragraph to make the point that some
unitary submissions below that figure would
appear to be likely to meet the affordability
criterion. Our comment is not a prerequisite
to the exercise but an observation which
came out of it.

Task C:
Advice to the Committee on the general questions that have been received not directly
relevant to the workbooks.
In our view an extension till 24th
December 2008 is inadequate

No further advice needed from IFCs
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RESPONSE 20a REVIEW
Author of response

Date of response
4th December 2008

Waveney
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
The response is generally supportive of the
conclusions
Detailed response

None
Task C:
Advice to the Committee on the general questions that have been received not directly
relevant to the workbooks.
With others, the Council will be able to
demonstrate shortly that an East, West,
North Haven model will also comfortably
satisfy the affordability test.

No further advice required from IFCs
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RESPONSE 20a
Max Caller CBE Esq
Chair
Boundary Committee for England
Trevelyan House
Great Peter Street
London
DW1P 2HW
4 December 2008

Dear Mr Caller
The Council is pleased to note that the Committee’s affordability review strengthens the case
for Lowestoft remaining within Suffolk and that the Committee’s primary option for Suffolk is
strengthened by placing Lowestoft within a Rural Suffolk Unitary authority. With others, the
Council will be able to demonstrate shortly that an East, West, North Haven model will also
comfortably satisfy the affordability test.
We note that Unitary Norfolk is highly sustainable regardless of whether Lowestoft is
incorporated within those arrangements or not; and are pleased that as we predicted, any
other pattern for Norfolk that includes Lowestoft is extremely high risk and therefore unlikely
to be achievable.
Overall therefore, we conclude that the best solution for Norfolk and Suffolk as a whole is for
Lowestoft to continue to be administered from within Suffolk and more particularly, taking in to
account the other key lines of enquiry, for it to be part of a new East Suffolk Unitary model.
Yours sincerely

Cllr Mark Bee
Leader
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RESPONSE 21 REVIEW
Author of response

Date of response
23rd December 2008

Babergh District Council
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No effect on the overall conclusions

Reason
The issues raised have been considered in
our review
Detailed response
We are pleased to note that the independent
advisers acknowledge that the case for the
Rural Suffolk unitary has been weakened by
the lack of sponsorship
However, bearing that acknowledgement in
Our questions seeking further clarification
mind, we would question whether it is
are shown in the Compilation of Detailed
appropriate to assume reduced savings and
reports pages 108-125, and 245-262 for the
increased costs on what Section 151
with Lowestoft option. These responses
Officers saw as an already understated
informed our modelling, (after allowing for
Rural Suffolk business case. Our expectation the inclusion of StF savings – reduced in our
would have been to see the reverse,
modelling by over 20%). We increased costs
especially given that the comparisons that
for certain staffing costs, capital financing
are made with other submissions show that
costs, and reduced savings in waste
the savings and staff reductions submitted
management where it was clear that there
for the Rural Suffolk business case were at
was concern amongst S151 officers over this
the low end of the submissions made for any – although County had said they had already
2 unitary pattern.
reduced these.

On a specific point within the affordability
assessments, it is not entirely clear how the
final remodelled figures for each submission
have been presented in terms of ‘Securing
the Future’ savings (Table 4 of each
individual report). We would suggest that an
overall summary for all of the Suffolk
submissions, ensuring the key affordability
criteria and underlying assumptions are
being compared on a like-for-like basis, be
produced as part of the additional ‘in

Of necessity the graphic comparisons we
included in the report did not include the StF
figures which have a significant effect on
such comparisons.
Our approach to the StF savings was shown
in overview in the Summary report at para
3.2.5
In detail, we completely discounted StF
savings for both County Submissions and for
the North Haven Submission. This is
because even excluding these savings in the
entirety after our modelling we found all
three submissions were likely to meet the
affordability criterion. For Suffolk remainder,
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aggregate’ work that the Boundary
Committee has been asked to undertake

we are in any event keen to see further
details of the assessment of the North Haven
and Rural Suffolk unitaries in aggregate,
together with an explanation of how it would
be proposed by the Secretary of State to
actually (as opposed to notionally)
implement such an aggregated impact

we allowed the StF savings but heavily
reduced by of the order of over 20%.
Our overall aim in this exercise is not to
produce a set of figures which can be
compared between submissions. It is not our
role to assess which is more likely to be
affordable – only whether the submission is
likely to meet the criteria. See detailed
response under paragraph 36 of the
Overview report 20th January 2008.
This is shown at para 24 of our Overview
report.
We have highlighted the fact that there are
difficulties with the aggregation proposals
which the Secretary of Sate will need to
address.

Task C:
Advice to the Committee on the general questions that have been received not directly
relevant to the workbooks.
No other points have been made
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RESPONSE 21
Patricia Rockall BA(Hons) MCIH
Chief Executive
Babergh District Council

Corks Lane, Hadleigh, Ipswich IP7 6SJ
DX NO: 85055

Exchange: Babergh

Website: www.babergh.gov.uk
Kalim Anwer
Review Officer
The Electoral Commission
Trevelyan House
Great Peter Street
LONDON
SW1P 2HW

Your Ref:
My Ref:

PR/AJB

Please ask for:
Patricia Rockall
Phone Direct Line:
01473 825710 
Fax: 01473 825742
Email: patricia.rockall@babergh.gov.uk

23 December 2008

Dear Kalim
Re: Independent Affordability Assessments
Thank you for the opportunity to comment on the independent affordability assessments of
the business cases submitted in respect of the Boundary Committee’s Draft Proposals.
Babergh District Council welcomes the fact that this independent exercise has demonstrated
that the Boundary Committee’s Draft Proposal is likely to be capable of meeting the Secretary
of State’s affordability criterion within a comfortable tolerance threshold for variations in
assumptions, albeit that the “Rural Suffolk” unitary is assessed as being medium risk, whilst
the North Haven unitary and single unitary patterns are assessed as being low risk.
We are pleased to note that the independent advisers acknowledge that the case for the
Rural Suffolk unitary has been weakened by the lack of sponsorship and by an untargeted
approach to the construction of this business case by the lead authority, Suffolk County
Council (SCC). This reinforces the concerns expressed by a number of Suffolk’s S151
Officers that this case was undersold in comparison with the other two cases e.g. by understating projected savings in this model.

However, bearing that acknowledgement in mind, we would question
whether it is appropriate to assume reduced savings and increased
costs on what Section 151 Officers saw as an already understated Rural
Suffolk business case. Our expectation would have been to see the
reverse, especially given that the comparisons that are made with other
submissions show that the savings and staff reductions submitted for
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the Rural Suffolk business case were at the low end of the submissions
made for any 2 unitary pattern.
That said, we do also note that the assumptions made for savings for a single unitary council,
including Lowestoft, have been quite significantly scaled down in the consultant’s modelling
and that, therefore, the ongoing savings of the Boundary Committee’s Draft Proposal appear
to compare favourably with the single unitary option, both with and without Lowestoft.
We have been dismayed by the series of submissions made to the Boundary Committee by
SCC and Mid Suffolk District Council for the purpose of discrediting submissions that do not
support their own preference for a single unitary solution for Suffolk, and which in particular
attack the North Haven business case. We are pleased that the independent financial
appraisal now carried out provides a helpful comparative analysis against which all
submissions can be objectively judged.
On a specific point within the affordability assessments, it is not entirely clear how the final
remodelled figures for each submission have been presented in terms of ‘Securing the Future’
savings (Table 4 of each individual report). We would suggest that an overall summary for all
of the Suffolk submissions, ensuring the key affordability criteria and underlying assumptions
are being compared on a like-for-like basis, be produced as part of the additional ‘in
aggregate’ work that the Boundary Committee has been asked to undertake.
And finally, in relation to the Secretary of State’s recent guidance, we are in any event keen to
see further details of the assessment of the North Haven and Rural Suffolk unitaries in
aggregate, together with an explanation of how it would be proposed by the Secretary of
State to actually (as opposed to notionally) implement such an aggregated impact, as
apparently envisaged at paragraph 9 of that guidance.
We understand that we may receive further information from the Boundary Committee in the
light of the outcome of a legal case on the “in aggregate” issue, but are unclear whether
councils will receive this before the 24 December deadline for comment.
Subject to that information, Babergh may wish to submit further comment on the implications
of an “in aggregate” assessment and/or proposed method of implementation.
Yours sincerely

Patricia Rockall
Chief Executive

c.c. Alison Wildig, Review Manager via email awildig@boundarycommittee.org.uk
Tim Atkinson, Senior Advisor via email tatkinson@boundarycommittee.org.uk
reviews@boundarycommittee.org.uk

H:\DOCS\PAS\CE\Letters\BoundaryCommittee-231208.doc
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RESPONSE 22 REVIEW
Author of response

Date of response
23rd December 2008

West Devon Borough
Council
Response attached

See below

Task B:
To what extent have the representations affected the outcome of the reports
presented to the Committee on 19 November and uploaded on our website on 21
November?
Overall response
No overall effect on the conclusions

Reason
Issues raised have been considered in our
review
Detailed response
The consultants report is flawed due to the
See the response in the main report
inadequacy of the data used
( paragraphs 3.1.3.3, and 3.1.3.4)
2007-8 budgets were only available
electronically across the authorities in a
consistent analysis from June 2008. Again
manipulation of reserves data would have
been necessary. All workbooks had to be
distributed by early July.
However, the workbooks specifically allowed
the updating of unallocated reserves to
1/4/2008
2007-8 actuals are compiled by the DCLG
and were only available electronically
across the authorities in a consistent
th
analysis from 28 November 2008
The above reasons were explained at the
briefings with S151 officers
The assessment of savings…is unrealistic..
with a high reliance on those arising from IT

Our modelling reduced Devon’s IT savings
by 25%

Car Park income may be passed over to
Town and Parish Councils

It is not for us to comment on Devon’s policy
when it is not reflected in the business plan
but no doubt the final decision on this will be
taken in the light of the overall financial
position at the time
We factored in sensitivity analysis from 5% increased expenditure and reduced income
– up to 20%. This enabled a wide range of
possible outcomes to be viewed. We used

Sensitivity analysis- a wider variance range
should be applied given the reliance on
outdated information
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Vigorous testing of the set up costs is
required

this to inform our modelling as well as all the
data presented to us. We feel that the
sensitivity analysis was effective and
worthwhile.
Our modelling reduced Devon’s net
transitional savings by nearly 20%.

Task C:
Advice to the Committee on the general questions that have been received not directly
relevant to the workbooks.
It is crucial that the Boundary Committee
evaluates the various unitary options in
aggregate across the Devon area prior to
making its recommendations to Ministers
The Council is concerned that the
Boundary Committee did not consider the
assessment of alternative proposals on the
basis of finding the most appropriate
solution when tested against the five
criteria.
The submitted concepts for patterns for
new unitary authorities across Devon were
dismissed with little evidence of
assessment

No further advice needed from IFCs

No further advice needed from IFCs

No further advice needed from IFCs
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