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This guide has been produced by the Centre for Public Scrutiny (CfPS) and CIPFA to provide councils 
and councillors with thoughts and ideas about how they might best integrate an awareness of council 
finances into the way that overview and scrutiny works.

The impact of the COVID-19 pandemic on council finances – on top of a decade of progressively more 
significant financial constraints – has placed local government in a hugely challenging position. Added 
to the continued uncertainty around the delayed fair funding review and around the future operation of 
social care, for many councils it presents an existential risk to their ability to provide local people with 
services and support. 

Council budgeting will, in 2020/21 and beyond, be even more about the language of priorities and 
difficult choices than ever before. Exceptionally difficult decisions – which will make a profound 
difference to people’s lives – require exceptionally robust and diligent oversight as they are developed. 

Historically, some councils’ approach to scrutiny of the budget development process has been 
perfunctory at best. In-year monitoring of spending and its impacts has also been limited. This guide 
suggests ways to move budget and finance scrutiny beyond set-piece scrutiny ‘events’ in December 
and quarterly financial performance scorecards being reported to committee. 

Scrutiny is a critical part of the overall governance framework. Effective financial scrutiny is one of 
the few ways that councils can assure themselves that their budget is robust and sustainable, and 
that it intelligently takes into account the needs of residents. Scrutiny can provide an independent 
perspective, drawing directly on the insights of local people, and can challenge assumptions and 
preconceptions. It can also provide a mechanism to ensure buy-in – or at least understanding – of the 
tough choices that councils are now making. 

The guide is for councils in England only. 

COVID-19 note
This paper has been published as the local government sector is seeking to manage the unique 
set of financial circumstances arising from the COVID-19 pandemic. This has resulted, through 
the Coronavirus Act 2020 and other legislation, in changes to local authorities’ formal duties 
around financial systems and procedures. 

The approaches set out in this guide reflect our thinking on scrutiny’s role on financial matters 
as things stand but the preparation for the 2021/22 budget might look different. CfPS has 
produced a separate guide to assist scrutineers in understanding financial matters during the 
pandemic; this paper should be read alongside it. 

about this guide

http://www.legislation.gov.uk/ukpga/2020/7/contents/enacted
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The current status of financial scrutiny
From CfPS’s research and discussion with scrutiny members it is apparent that high quality and 
effective financial scrutiny is not the norm.

 � CfPS’s 2017 annual survey of overview and scrutiny in local government revealed that 51% 
felt that they did not carry out scrutiny of finance issues effectively.

 � Much budget scrutiny focuses on review, in committee, of a draft budget a matter of weeks 
(or days) before it is submitted to full council for approval – this is not an effective way to 
conduct oversight.

 � Scrutiny of council finances ‘in year’ (ie rolling oversight of spending) is often ad hoc, and 
often focuses on the review of scorecard data rather than an understanding of how spending 
impacts on local people’s lives.

 � Financial issues can be conspicuous by their absence when scrutiny investigates other 
issues – there is sometimes a sense that finance is too difficult to address as part of a 
substantive scrutiny review, or that members struggle to ‘find a way in’. 

Councillors have a right to challenge and oversee council finances, in a way that makes sense for 
them given the overall role of overview and scrutiny within the authority. In order for this to happen, 
councillors need access to some basic information, and the skills necessary to understand it. Once 
these information and skills issues have been satisfied, scrutiny can consider the specific role or roles it 
can perform in respect of the council’s finances. 

How scrutiny fits together with the council’s governance and 
financial management requirements
Making financial scrutiny – whatever it might look like – work properly is not just the business 
of scrutiny councillors and the officers who support them. It is a whole council, whole system 
responsibility. All councillors have what is known as a ‘fiduciary duty’ to look after the interests of local 
taxpayers in the management of the council’s resources. The Local Government Act 2003 places a 
responsibility on councils to ensure that councillors in general play some role – which the Act does not 
specify – in the oversight of financial matters. 

There are a number of councillor roles that form part of this collective responsibility. These are:

 � The role of the leader, in setting out and leading on the council’s overall vision and objectives, and 
the associated financial requirements.

 � The role of the cabinet member for finance – in taking the member lead on financial matters and 
working closely with the Section 151 (s151) officer to design and deliver a balanced budget.

 � The role of other cabinet members, in ensuring that the objectives for which they hold 
responsibilities can be delivered within the council’s budget and policy framework.

financial scrutiny: what 
is it, why do it? 

http://www.legislation.gov.uk/ukpga/2003/26/contents
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 � Councillors on the audit committee, who hold a responsibility for transacting that committee’s 
formal audit duties, and for ensuring the overall health of the financial control environment.

 � All councillors, who annually at budget council are obliged to agree the council’s budget and who, 
over the course of the year, have general responsibilities relating to budget oversight. 

The final responsibility is that of the scrutiny function. Budget council aside, this provides the primary 
mechanism over the course of a year for councillors not in any other specific, finance-facing role to 
inquire into and influence budgetary matters. This unique role is important, and reflects the centrality 
of scrutiny to the council’s governance framework. Delivering Good Governance in Local Government, 
Framework: (CIPFA/Solace, 2016) (the Governance Framework) emphasises the need to ensure that a 
culture and structure for scrutiny are in place as a key part of accountable decision making, policy 
making and review. Governance and procedures and standards around prudential management of 
finances, are closely linked. Providing support to scrutiny and engaging with its work is an important 
part of how councils can assure their adherence to financial standards. 

The constitution and terms of reference for council committees should make clear their respective 
responsibilities for financial decision making, scrutiny and assurance. Council scrutiny committee 
structures vary, but all such committees will hold a responsibility for oversight of financial matters in 
some form. The relationship between financial scrutiny and the audit committee and their separate 
responsibilities are explored later in this section.

Where financial scrutiny can most add value
Financial scrutiny can take many forms but there are four fundamental areas where effective non-
executive oversight can add value. 

The four areas are:

a. Reviewing how resources are allocated, monitoring how they are used, and examining their 
impact. This is about following through from budget development and planning to the delivery 
of a budget, and oversight over that budget in-year. It links to the way that scrutiny selects and 
prioritises its work.

b. Reviewing the integration between financial and service planning: what is the level of 
integration between corporate and service planning and performance and financial management? 
We will explore this in the context of the need for scrutiny to ‘mainstream’ an understanding of 
financial issues, and the need to undertake scrutiny that is strategic rather than line-by-line.

c. Testing out and making explicit whether the council is directing its resources effectively to 
meet its priorities and demonstrating whether it is achieving value for money, equity and social 
value.

d. Providing, through scrutiny in a public forum, challenge to the executive’s management of 
the council’s finances, and a different perspective on challenges. This is about scrutiny having a 
clearly defined role, and bringing something unique to the table in how it goes about its work. 

The next part goes through each of these in turn. These can be seen as ‘key tasks’ for scrutiny in any 
council. 

https://www.cipfa.org/policy-and-guidance/publications/d/delivering-good-governance-in-local-government-framework-2016-edition
https://www.cipfa.org/policy-and-guidance/publications/d/delivering-good-governance-in-local-government-framework-2016-edition
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Understanding how resources are prioritised and allocated
Financial planning and management work hand in hand with the policy and performance cycles of the 
authority. These operate across the short, medium and long term and to engage with this agenda it is 
helpful for councillors to understand how resources are prioritised and allocated. The fundamentals of 
local government finance are set out in the Appendix, together with links to further information and 
resources. 

There are short-term, medium-term and long-term activities on which scrutiny can work – reflecting 
the different timescales for financial management and planning. Where members decide to focus their 
time is influenced by scrutiny’s unique role. Areas of focus are also influenced by timetables used by 
the executive. 

Some scrutiny will cut across the short, medium and long term. An awareness of medium-term issues 
is important in considering short-term, in-year matters, for example. Long-term objectives will also 
influence short-term decision making. 

 � Short term. In-year issues include monitoring performance against the budget, identifying 
overspends and underspends and understanding the impact of budget decisions on ongoing service 
performance. For example:

 – How is our immediate financial health affecting our performance?

 – Can we anticipate any changes in our finances (and our needs) which may affect the way we 
manage our resources in-year – how is that reflected in our risk register?

 � Medium term. A financial horizon two to three years in the future takes in the medium-term 
financial strategy (MTFS). For example:

 – How are we keeping the MTFS under review by reflecting on our current performance?

 – To what extent do our medium-term plans reflect our overall priorities as an organisation and 
our strategic direction?

 – If we have strategic plans in place (or in contemplation) about major transformation – a shift 
to a different delivery model, for example – how will our financial plans make that change 
possible?

 � Long term. Long-term issues include reserves policy, and other approaches to long term financial 
planning. For example:

 – How much does the council hold in reserve and how does this compare to councils with similar 
circumstances?

 – What are we holding reserves for? What are the risks or future spending plans for which the 
council is holding reserves?

 – Are the levels of the council’s different reserves appropriate to the risks it faces and the scale of 
its future spending plans?

 – Has the council considered alternative approaches to financial planning? Has zero-based 
budgeting, outcomes-based budgeting or priority-based budgeting been considered as viable 
alternatives to ‘incremental’ budgeting, if that is the model that the council currently operates? 
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CIPFA recently issued a new Financial Management Code (2019) which authorities are expected to 
adopt by April 2021. The code sets out the collective responsibility for financial management and 
scrutiny plays its part in mainstreaming good financial management.

The CIPFA Financial Management Code
Strong financial management is an essential part of ensuring public sector finances are 
sustainable. The Financial Management Code (FM Code) provides guidance for good and 
sustainable financial management in local authorities and will provide assurance that 
authorities are managing resources effectively.

It requires authorities to demonstrate that the processes they have in place satisfy the 
principles of good financial management. The FM Code identifies risks to financial sustainability 
and introduces a framework of assurance. This framework is built on existing successful 
practices and sets explicit standards of financial management. Complying with the standards 
set out in the FM Code is the collective responsibility of elected members, the chief finance 
officer and their professional colleagues in the leadership team. Complying with the FM Code 
will help to strengthen the framework that surrounds financial decision making.

Reviewing the integration between financial and service 
planning
‘Finance scrutiny’ and ‘budget scrutiny’ are not things that happen on top of, or alongside, other 
scrutiny work. They form an indivisible part of that work. 

So, for example, scrutiny of the council’s performance on child protection should also involve a review of 
budgets for related services. Understanding the resource envelope within which a service operates – and 
the limitations, restrictions and opportunities that this envelope provides the council in how it works 
together with partners – means that debate on substantive policy issues (and recommendations made 
as a result) will be more robustly framed by an understanding of the financial issues. 

Service plans and departmental plans will give councillors the information they need to begin to 
understand how financial matters inform wider decision-making. It will give members the context they 
need in order to understand performance information, for example. 

Financial decisions can and should be made to further policy goals. Councils may, for example, 
prioritise expenditure and investment on renewable energy over fossil fuels in order to pursue a 
rigorous policy platform around climate change, or may use commercial activity to promote economic 
development. Scrutiny councillors will want and need to assure themselves that these links and cross-
cutting features are recognised, and that they are taken into account in the way that budgets operate. 

Looking at financial and budget information in isolation means that the opportunity to understand how 
they impact on people’s lives is lessened. The figures become divorced from their impact, meaning that 
scrutiny becomes focused on narrow issues around cost control – which is likely to be unproductive. 

http://www.cipfa.org/fmcode
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Testing whether the council is directing its resources effectively
Effective spending can only happen when a council has a clear sense of the value of what it is trying to 
achieve. The Governance Framework includes the principle of defining outcomes that are sustainable 
in terms of economic, social and environmental benefits. The way the council directs its resources to 
achieve sustainable outcomes means that it must consider value to mean more than just ‘low cost’ or 
‘cheapest’. 

Councils have particular legal duties around matters such as equality, social value and human rights. 
These will provide a lens through which to understand value, because councils can be expected to carry 
out research to understand the impact of decisions on their statutory obligations in these areas. For 
example, councils need to understand the human rights implications of decisions, and are obliged to 
carry out ‘equalities impact assessments’ to assure themselves – at a minimum – that people with 
protected characteristics under the Equality Act 2010 will not be adversely affected by a proposed 
decision. 

Councils’ legal requirements around equality can be found in the Equality Act 2010. In policymaking, 
councils should have regard to the extent to which particular groups or individuals affected by a policy 
have a “protected characteristic” – sex, age, religion, race, disability – and whether a given policy 
might be seen as unduly affecting people with that characteristic (or a range of characteristics). The 
intersection between protected characteristics is often poorly understood, but is often particularly 
present in groups with a range of complex needs – speaking bluntly, a group or groups whose needs 
will often lead them to have a higher than average call on the public purse in terms of the services and 
support they require in order to benefit from equality of opportunity to engage in the social, cultural, 
economic and civic life of a given area, as well as having a full and rounded private life. 

Equity itself is slightly different. It is about ensuring that people have access to the opportunities and 
resources that they, as individuals, require; it is about recognising the structural inequality inherent 
in society and taking proactive steps to address it. It is an evolution of the principles in the Equality 
Act and requires that public authorities should take positive actions, rather than to ensure that action 
taken does not have negative consequences for a particular group. The concept of equity also requires 
consideration of the needs of future service users and taxpayers as well as the current generation. 
Short-term budget savings that keep costs down for the current tax payer may mean a higher burden 
is borne by future generations. There are no formal legal obligations associated with equity in England, 
although it is a principle that politicians may wish to begin to integrate into how their authority 
conceives of services and the people who need them. 

Social value itself is defined in legislation. The Public Services (Social Value) Act 2012 obliges councils 
engaged in procurement exercises, before that exercise commences, to consider the “social, economic 
or environmental well-being of the area” in deciding how, and from whom, it will procure.

Value for money (VfM), finally, is a term with a longer vintage. In its original use it encompasses the 
‘three Es’ – economy, efficiency and effectiveness. VfM can encompass some of the other terms we 
have described above as much hinges on what is considered to provide or add ‘value’. Value can be, 
for example, social cohesion, healthy people, or a safe and supportive environment for children. The 
importance and value we place on these outcomes will define how much we are willing to spend on 
achieving them – now, and in the longer term. 

http://www.legislation.gov.uk/ukpga/2010/15/contents
http://www.legislation.gov.uk/ukpga/2012/3/enacted
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These factors will all have an influence on how services and issues are prioritised, and how 
‘effectiveness’ in delivering those services can therefore be gauged. 

Providing challenge and a different perspective on decision 
making
In order to carry out work of value, scrutiny has to offer and provide something that is distinctive and 
unique. There is a particular risk, in respect of matters relating to council finances, that scrutiny will 
simply duplicate what happens elsewhere – line-by-line review of budget information, or post-hoc 
review of performance and finance information that echoes discussions that have already happened 
elsewhere. Proper challenge therefore requires that scrutiny’s unique and distinctive role is clear. 

How scrutiny engages with a council’s finances will depend on what the role of scrutiny is overall. 
The idea of scrutiny needing a clear role is set out in government guidance published in 2019; more 
information can be found in the CfPS publication The Good Scrutiny Guide (2019). 

Scrutiny’s role will influence how it uses financial information. 

For example, if scrutiny’s role is to use risk as a framing device to better understand the critical 
challenges the area faces, and to better address them, this will involve digging in to how financial 
information influences the development of the risk register, the relative impact and likelihood of risks, 
and how this influences the work both of audit (see below) and other council governance functions. 

Whatever role scrutiny has, it should attempt to use and engage with this strength as much as possible. 
In respect of member scrutiny of finance issues, members bring vital local context. 

The relationship between audit committees and scrutiny
Audit committees provide important assurance to the authority and to external auditors. Their function 
is to provide an independent and high-level resource to support good governance and strong public 
financial control (see CIPFA’s Position Statement: Audit Committees in Local Authorities and Police) 
(2018). Within the wider control environment, the audit committee holds a responsibility to ensure 
probity, and holds oversight responsibility for the finance system in general, alongside governance and 
audit arrangements. It is concerned with the robustness of the authority’s arrangements to implement 
its policies and to manage its resources but it has no wider role in engaging with policy. This is where 
scrutiny comes in. Scrutiny – including financial scrutiny – is about reviewing and investigating the 
council’s finances in light of its stated policy goals.

The roles of audit and scrutiny can overlap. Some duplication is sensible – scrutiny will be looking at 
the same issue, but with a different perspective, to audit. But coordination is needed to make sure that 
things are covered adequately. 

The relationship between scrutiny and the wider audit and governance framework
Effective financial scrutiny is an important aspect of the wider governance framework. The Governance 
Framework emphasises the need to ensure that a culture and structure for scrutiny are in place as a key 
part of accountable decision making, policy making and review.

https://www.cfps.org.uk/?publication=the-good-scrutiny-guide
https://www.cipfa.org/services/support-for-audit-committees
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Under the Accounts and Audit Regulations 2015, councils have an obligation to publish an annual 
governance statement. The annual review should consider the extent to which arrangements, including 
scrutiny, are in place and their effectiveness in supporting the authority’s planned outcomes. The final 
statement should be approved by members and signed by the leading member of the authority. In 
the context of this overall framework, there are a range of associated responsibilities around financial 
governance:

 � Full council holds an overall responsibility for agreeing the council’s policy and budget framework.

 � The council’s executive, and senior officers, will continually oversee and have regard to the council’s 
financial performance.

 � The s151 officer has particular, formal, statutory responsibilities to ensure that the authority’s 
control environment is robust, and that money is spent in accordance with law.

 � The audit committee undertakes core functions of financial governance, including the review of the 
financial statements, monitoring the effectiveness of the control environment and liaison with the 
council’s external auditors.

 � The ‘golden triangle’ of corporate officers – comprised of the s151 officer, the monitoring officer 
and the head of paid service – have a wider responsibility for effective corporate governance, which 
includes finance.

 � A council must undertake an effective internal audit to evaluate the effectiveness of its risk 
management, control and governance processes and each year the head of internal audit will 
provide an annual opinion on their adequacy and effectiveness.

 � The council’s external auditor will report publicly on the council’s value for money arrangements, 
and whether the financial statements provide a true and fair view of the financial position of the 
audited body and its expenditure and income for the period in question.

http://www.legislation.gov.uk/uksi/2015/234/contents/made
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In the section above, we talked about four fundamental ‘key tasks’ for scrutiny in relation to financial 
matters. How should it go about transacting these tasks? 

The most significant challenge lies around detail and focus. Scrutiny ought to be forensic – but in 
trying to be forensic, there is the risk that it will get drawn into highly operational matters. Line-by-line 
scrutiny of budgets and other financial information is tempting because it feels anchored in reality – 
in the delivery of small elements of individual services – but this kind of detailed work is likely to be 
ineffective.

But it would be an abrogation of responsibility for scrutiny to withdraw from some form of monitoring 
and oversight; particularly given its shared ‘whole system’ responsibilities, made explicit in the four 
tasks we discussed in the section above. 

The answer lies in using operational data, and the monitoring carried out by others, as a source of 
information to escalate important, strategic issues for more detailed discussion. 

Escalating critical financial matters to make scrutiny more 
effective 
Members will have access to a wide range of finance and performance information which will help 
scrutiny members to understand the current issues, financial plans and strategies of the council. The 
following list provides some examples of what is likely to be available. It is likely that, rather than 
being formally submitted to scrutiny for comment, this information can, with other paperwork, help 
councillors to understand what substantive matters should be escalated to committee for detailed 
consideration.

This will include:

 � The MTFS, including:

 – background papers used to inform the MTFS process

 – evaluations and predictions about future demand

 – the council’s capital strategy

 – accurate and robust predictions about future funding:

 – from central government (which may involve informed estimates

 – from local sources, including details of business rate retention arrangements and from 
council and partner-led commercial activity, and the use of fees and charges for services, 
along with associated business planning material. 

 � The council’s current budget, including:

 – monthly and quarterly monitoring information

 – quarterly information on budget underspends and overspends, and associated risk information

 – quarterly information on service outcomes, mapped to financial and budget information

 – Information on virements and other notable changes to the budget position. 

how forensic does 
scrutiny need to be? 
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 � Other material to provide context to the business of financial scrutiny, including:

 – performance and risk information

 – complaints information and external inspection/ombudsman data

 – performance information (and other periodic management data) produced by partner 
organisations

 – strategic information on procurement and the letting of major contracts, and the delivery of 
major strategic commissioning outcomes

 – where applicable, information and data that allows councillors to make judgements about how 
the council is delivering against targets set in an ‘outcomes-based accountability’ framework 
(for example, under outcomes-based budgeting and outcomes-based commissioning, where 
financial statements might provide useful information for scrutiny)

 – the narrative report which is published as part of the annual financial statements. This provides 
the CFO’s view of the council’s financial performance and the risks and opportunities ahead.

Scrutiny will not be able to look effectively at all of this information – and completeness is impossible. 
As a start, members will want to look for information presented as follows:

 � Summary tables, rather than lengthy information.

 � Contextualised information (scrutiny’s triangulation of financial information with other data will 
help here). This will include present budget monitoring reports alongside service monitoring reports 
and performance indicators, as we have discussed above.

 � Reporting by exception or at least highlighting areas of most concern – further to our comments 
below on escalation.

 � A plain language summary of the budget estimates book produced for the public and councillors, in 
hard copy or online.

 � Agreement between the cabinet and scrutiny about the timing of papers so that sufficient time 
is allowed for effective scrutiny and challenge, set out in a timetable or in a more formal protocol 
which also confirms what information scrutiny should expect to receive.

 � Reports checked for overuse of jargon and financial technical terms – where this is unavoidable, 
they should be clearly defined in plain language. This goes particularly for information shared 
informally to members in advance of the kind of escalation activities discussed below.

Statutory guidance on overview and scrutiny suggests the preparation of an ‘information digest’ to 
enable councillors to keep a watching brief on local services. Prepared properly (and with discrimination 
as to what is, and is not, included) the above information could form part of this digest. 

When members have a sufficiently accurate sense of the financial state of the authority and the 
services it provides – alongside other information and metrics – this information can be used to 
escalate issues of particular concern to scrutiny committee for further discussion. 

Members have to decide what to escalate, and how. The questions members will need to ask themselves 
in this regard will largely depend on scrutiny’s role and the organisation’s overall priorities and financial 
state. They may include ones relating to corporate risk, or the impact on local people’s lives. Overall, 
matters escalated will tend to be ones where the council is struggling to tackle a complex issue. 
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In reality, members should expect that a review of financial and other information would result in only 
a handful – six or eight, maybe – substantive issues being escalated to committee per year. This would 
allow meaningful time to be devoted to each, and for the issues to be properly discussed and pored over. 
It might even be appropriate for particularly intractable issues escalated in this way to be considered 
by a task and finish group. 

The dangers of trying to ‘manage costs’ through line-by-line 
scrutiny
Managing costs and managing value are very different things. Line-by-line scrutiny encourages the 
former. 

Cost management is invariably unproductive. It is about making marginal gains on cost without 
addressing the root causes that may lead to a service, or a function, being poor value. 

Cost control is important, and different – as part of a council’s wider control environment, oversight 
over costs is important. Auditors, and s151 officers, need the assurance that agreed budgets are being 
spent on the right things in the right way. But this process – though important for the purposes of 
accountability and responsibilities – tell us little about the impact that such costs have. 

Scrutiny can play a role in challenging approaches that see the management of costs within services as 
an appropriate way to reduce costs. In reality, the only way to reduce the amount spent on a service or 
issue is to:

 � return to first principles – evaluate who your users are, and what their needs are

 � check your existing systems and processes, and evaluate the extent to which those systems 
and processes deliver the outcomes that your users want

 � make changes necessary to align systems with outcomes.

Following this approach means that increases in efficiency derive naturally from a service better 
aligned with where needs lie. The approach is known as ‘systems thinking’, although it has other names. 
Line-by-line scrutiny, in contrast, drags discussion away from the overall system onto the specific cost 
of individual elements of that system. 

Skills
Councillors do not need to be financial experts, but they do need to understand enough about local 
finances to ask intelligent questions.

The basic skillset: for chairs
 � The ability to lead and enthuse other members.

 � The ability to frame financial issues, especially where they appear to be esoteric and intangible, in a 
way that engages and enthuses other councillors.

 � The ability to promote scrutiny’s unique role and capabilities to those within and outside the 
council.
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 � The ability to manage and organise meetings – ensuring that the right issues are discussed at the 
right time (on which we comment at length below when considering the year in financial scrutiny) 
and at the right level (which we discuss when considering the difference between line-by-line and 
strategic scrutiny).

Beyond basic skills, something else less tangible is needed – confidence. Council finances can look 
complicated, and this can encourage members to shy away from it. 

The support that councillors are likely to need
Member development on financial scrutiny matters is likely to integrate with members’ wider 
development needs. In so doing, it will recognise that separate training sessions – divorced from 
scrutiny members’ wider work – are unlikely to ensure engagement. 

Training designed to be integrated with members’ substantive work is likely to deliver the greatest 
impact. In practice, this means:

 � Use of member induction (at the beginning of a councillor’s term) to introduce basic financial 
concepts.

 � Frequent workshops at which ongoing financial issues – in-year performance, budget development 
and so on – are discussed with members. This will form important background that members can 
use to escalate matters to committee, as appropriate. 

 � Reports drafted so as to limit the use of unnecessary jargon, and where possible, to provide 
contextual information.

Councillors themselves are likely to be best placed to understand where their needs lie; a survey of 
councillors on whether the financial information they get is adequate will provide a good baseline, 
allowing mutual expectations to be explored and potentially allowing scrutiny’s overall role (see below) 
to begin to be discussed.
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Budget and monitoring scrutiny
In a general sense there are two ‘types’ of financial scrutiny in which councils engage. 

 � Budget scrutiny. This is review and consideration of the development of the council’s budget for 
the next financial year. A lot of this will look and feel informal – particularly in the early months 
– but its formality will develop as the time for council signoff approaches. As this happens the 
opportunity may be available to engage with local people, to understand their needs and to use 
this understanding to feed back into conversations about priority. Many of the questions we set 
out below relate to budget scrutiny but most are not designed to be asked in a formal committee 
environment – on which point see below. 

 � In-year performance scrutiny – this is the continual process of review of financial information as 
it is produced over the course of the year – checking the delivery of the budget against plans and 
identifying discrepancies. 

In most respects, the questions we suggest below are generic and exploratory. They are best deployed 
as part of a process for scrutiny councillors to understand enough about an issue to be able to have the 
confidence in knowing whether or not to escalate an issue for more detailed investigation or formal 
scrutiny. 

The questions below are not intended just as prompts for scrutiny practitioners. They should also act 
as a reminder for s151 officers and other senior managers about the general questions that members 
are likely to want to see answered on the strategies and plans with which they are presented over the 
course of the year. 

The financial year overall
Financial scrutiny is a continuing duty, throughout the year. There is activity to transact every month. 

The rest of this guide aims to provide a sense of what happens throughout the year, and suggests 
scrutiny activity to complement it. This comes, however, with an important caveat. All councils manage 
their finances, and the development of their budgets, differently – within the same legal and regulatory 
framework. Where councils operate systems like zero-based budgeting, or outcomes-based budgeting, 
some of the elements described below may be different. 

Readers should therefore treat the below as illustrative. The first port of call for councillors wishing to 
engage with the budget cycle should be with the s151 officer; that officer, alongside members, can 
work through members’ expectations from the budget process and consider how to incorporate those 
expectations. 

At the time of writing (June 2020) the COVID-19 pandemic means that councils have been obliged to 
transact business remotely. Remote meetings present challenges for the effective operation of some of 
the activities set out below – particularly those which directly face the public. Council operating social 
distancing arrangements will need to think carefully about how best to engage the public in this work, 
and how to make it transparent. 

a financial year in 
scrutiny
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April
 � Review and reflection on the previous year’s budget cycle

 � End of year performance

 � Reflecting on the MTFS

Review and reflection on the previous year’s budget cycle
Once the budget has been agreed, it can be productive to hold a debrief, or washup, of that process – 
what went well, what might be change next year?

What did the MTFS say that this year’s budget needs to achieve – did it achieve those aims?

To what extent was the draft budget refined over the course the previous year? (For clarity – members 
should expect to see the budget changing in response to new information – particularly with regard to 
external sources of funding). On what basis were these refinements made?

What opportunities existed for the draft budget to be challenged, and what were the outcomes of those 
exercises? What can we learn from this experience?

End of year performance
Wrapping up the year means taking a final look at performance across the whole year. 

How does performance match with expectations; how do expectations match with what we understand 
about local people’s needs?

How has our overall performance aligned with that of our partners? How have partners’ performance – 
their successes and failures – influenced our own performance?

How does overall performance at the end of the year match up with what we have spent?

How, if at all, have we been able to mitigate the risks that we anticipated at the beginning of the year?

Reflecting on the MTFS

How well we understand the context
 � How will this council be affected by likely changes to funding in 2020/21?

 � How do we understand our responsibilities to local people, and the interface between statutory and 
non-statutory services? 

 � What are our principal demographic pressures?

 � What pressures do our partners face – in terms of funding, responsibilities, local expectations – and 
how will this impact on how we work with them?

 � How are those issues expressed in our risk plans?

 – What is our overall risk appetite?

 – What is our risk appetite in relation to these specific pressures?

 – How is the council overseeing this risk management activity? The council’s audit committee 
may have a role, as will the council’s leadership and the s151 officer. 
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What is our overall outlook and how is it expressed in the MTFS
 � What are the principal sources of evidence that we have used to formulate the MTFS?

 � How have the insights and perspectives of a sufficiently wide range of individuals and groups been 
taken into account in the preparation of the MTFS?

 � How has the preparation of the MTFS been refined and developed over time?

 � What is the authority’s level of confidence that the MTFS can be delivered – in totality, and in the 
respective years covered in the strategy?

 � How have our risk plans, and our risk appetite, influenced the MTFS?

What are our priorities
 � Where, and how, will our priorities as an organisation express themselves as savings or growth 

proposals in the budget (and in the longer term, in the MTFS)?

 � How will our priorities help us to deliver a balanced budget? How might our responsibility to deliver 
a balanced budget be challenged by our priorities? 

What are our principal challenges and risks
 � How have we framed our understanding of the risks we face?

 � How do we evaluate and consider those risks, their likelihood and their impact?

 � What processes do we have in place to escalate and manage these risks?

 � Who are the principal decision makers on corporate and other risks?

 � How do we align our understanding of risk to those of our partners?

How are we mitigating those risks: who does what
 � Who leads on the preparation and agreement of plans to mitigate risk?

 � Who “owns” risks; at a corporate and service level?

 � How will we know if our plans to mitigate risks have been successful – or if they have failed?

 � If we cannot mitigate risks, how do we change our plans to adapt to them?

May
 � Planning

Planning
On the basis of the evaluation activity carried out in the previous month, scrutiny can turn its mind to 
the coming year and consider how it can best plan for ongoing financial scrutiny activity.

Expectations can be discussed, and agreed, with the s151 officer and service directors. Key times and 
deadlines in the year (when key budget components are being drafted and agreed) can be identified 
and scrutiny’s involvement built in. Discussion can incorporate agreement of where work will be 
informal – happening in private, with its outcomes reported to committee – and where it will be formal, 
and in public. 
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June
 � Budget headlines

Budget headlines
In June, the earliest work will already have begun to translate the themes of the MTFS into the next 
year’s budget. 

Overall headlines and assumptions will be sketched out – based on multi-year plans and programmes 
already agreed by the council, and other matters discussed with partners. This information will not yet 
have been developed sufficiently to allow for consideration in public, and scrutiny is likely to need to 
engage with it informally. 

How are the principal headlines in the budget influenced by what we know, and what we can assume 
about next year – as expressed in our overall priorities and in the MTFS?

What will our priorities be next year? Do we know enough about demand and user needs across all the 
areas for which we hold responsibility to have confidence here?

To what extent have we involved our partners in formulating this headline information?

What are the principal corporate risks that we face in delivering a balanced budget?

What are the principal corporate risks that we face in providing the services that local people need  
and expect?

Is there a variance in how we articulate these respective risks?

July
 � End of Q1 – reflection against plans

End of Q1 – reflection against plans
These questions can be asked in relation to performance in any quarter

Did expenditure meet (or help to meet) the performance objectives set by members? Is it possible to 
make assessments on this to support a view of whether the service(s) in question were value for money?

Have new risks emerged which might affect deliverability of plans in the next quarter?

Are officers aware of the reasons for any under or overspends; how is cabinet overseeing this, where 
have issues been escalated to the s151 officer and what action is being taken?

What impact do under/overspends have on the achievement of the council’s plans and policies?

Has this impact been taken into account for next year’s budget and future budget?



Financial scrutiny practice guides 17

September
 � Building the budget

 � Testing plans

Building the budget
The mechanics by which the budget are developed are not a matter of only technical interest – the 
process demands scrutiny to ensure it is robust. In order to review the substance of the budget, scrutiny 
councillors require assurance that the way evidence is pulled together and used is as high quality as 
possible. This exercise will provide one of the early opportunities to identify pinch points and issues of 
controversy that can be looked into further in later months. 

Who holds responsible for developing and testing different elements of the budget?

To what extent is the s151 officer and cabinet member for finance (and other members of cabinet) 
carrying out a coordinating role?

Where does accountability lie for quality assurance and accuracy?

How are we testing assumptions – what is our level of optimism with the budget overall, and we will we 
continue to evaluate this as the process develops?

How will concerns be escalated as they emerge? Have any concerns emerged yet, and how are they 
being dealt with?

Testing plans
By this time, headline plans for individual services will be beginning to emerge. They are likely still to 
be fairly strategic at this stage, but the opportunity will exist for scrutiny members to sit down with the 
s151 officers – and, for the first time, with service directors – and to work through these plans and what 
they mean. It may be that issues around certain plans can form the basis for topics to be selected for 
escalation to a committee, for more detailed discussion. Or plans may form the basis for study in a task 
and finish group. 

Do the proposed spending plans fit with the council’s overall aims, objectives and priorities?

Is it clear how outomes/outputs will be measured?

What opportunities might there be to make this service/our management of this issue more sustainable 
through alternative means of funding/income generation?

What targets have been established, and how will they be monitored (and amended, where necessary)?

How do plans link with expected service demand?
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October
 � End of Q2 – reflection on plans

 � Budget refinement

End of Q2 – reflection on plans
This will follow a similar format to that adopted in Q1. By this point in the year it may be possible to 
discern particular trends. 

Budget refinement
At this stage it will be possible to ask much more detailed questions on the budget. The following is a 
useful menu – a range of questions that may be relevant in respect of a wide range of budget-facing 
issues. We should highlight again that we do not intend that these kinds of exploratory questions would 
be asked in formal committee – they are questions that invite clarification, and can be used to decide 
how, if at all, consideration of particular issues should be escalated. 

Many of these questions engage with issues of cost. Cost is a challenging issue to unpick – looking at 
cost in isolation gives a skewed picture of value overall. Trying to ‘manage costs’ can be a futile exercise 
unless and until the value that derives from spending is fully understood. Hence our posing these 
questions as exploratory – as the beginning of scrutiny’s investigation of an issue rather than the end. 

How much will that cost?

Are you sure that the cost will be what is stated here; on what basis can you make that prediction?

How will this cost ensure value?

Is this cost for this year only, or is it ongoing? How does it compare with costs in previous years, and our 
expectations of cost for future years?

Is this a statutory requirement; how does it engage with our expectations about our ability to deliver a 
‘core service’ to local people? 

What would happen if we chose not to fund this specific issue? 

Are there alternative methods available to deliver this policy objective that would involve spending 
money in different ways; how have those options been considered and discounted? (Scrutineers can 
expect that this point would at least have been partially covered by earlier scrutiny activity – see 
above.)

What would be the consequences of only part-funding?

Is there external funding available to contribute to the cost?

Could we charge for this; how do our plans for this service, and for responding to this issue, align with 
the council’s wider plans for commercialisation? Can we increase income from assets?

When will we see the benefits from this spending?

Can this be deferred?
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How does the cost align with the initial business case?

How will we measure success/value/equity against this cost?

Is this funding contractually committed?

Why are our balances set at this level?

November
 � Further refinement

 � Savings and growth proposals (as applicable)

 � Definition of outcomes

Further refinement
By November, further detail will be present in the budget proposals. In draft form, it will be being shared 
among a wide range of senior managers – in particular, to allow final judgements to be made about 
resource requirements associated with its delivery. 

How will the budget reflect investments that are aimed at achieving longer-term savings?

What consideration has been given to maximising income (where appropriate and equitable – eg 
income from sales, fees and charges etc) How well does the council understand the rationale that 
underpins decisions around fees and charges, and wider revenue opportunities?

How is the workforce planned and managed to ensure that market considerations are taken into 
account when determining pay scales?

What is the anticipated impact of current and planned efficiency /savings targets on the budget and 
how is the council planning ahead to deal with the cumulative effects of efficiency targets?

What is the anticipated impact of budget pressures on:

 � services

 � performance

 � clients/service users

 � partnerships and joint working

 � staffing levels

 � job evaluation?

How are borrowing and trading opportunities taken into account in our plans?

How does the budget engage with the need to stabilise and increase our income sustainably?

How can the council have the assurance that the draft budget continues to conform with the principles 
and expectations of the MTFS?
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How will the MTFS alongside this draft budget be used to make detailed decisions on resource 
allocation?

What are the overall interfaces between the draft budget as it currently stands and our wider treasury 
management strategy?

Savings and growth proposals
By this point the development of the budget will have reached a phase where the detail of individual 
savings and growth proposals are likely to have been sketched out. Not all the detail may be present, 
but enough to allow those issues to be engaged with.

What are the general principles that underpin when, and how, proposals for savings and for growth will 
be made?

Were the proposals being made as part of the budget envisaged as the budget began to be formulate; 
are they reflected in the MTFS and in the council’s broader strategy documents? If not, why not? 

Do we expect that these proposals may change as further research is done; are they immutable now?

How can we have confidence in our assessment about the impact that savings and growth will have on 
local people?

Definition of outcomes
By this point, it will be possible to discern the detail of the outcomes that the council expects to deliver 
for the expenditure that it is making. Scrutiny councillors can begin to test the ambition and realism of 
those projected outcomes. 

To what extent do the outcomes we have set for this expenditure reflect the needs of local people?

How have local people been involved in this assessment?

How will we evaluate a) whether these were in fact the right outcomes and b) whether these outcomes 
were met?

Do we have confidence that we will be measuring the right things in the right way in assessing whether 
outcomes have been delivered?

To what extent are outcomes contingent on the activity of our partners?
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December
 � The settlement

 � Design and beginning of formal scrutiny

The tempo of budget development builds significantly in December. Substantial activity happens in 
this month to finalise proposals. With only about two and half or three weeks of productive time to 
work with, there will probably be no detailed, formal scrutiny at this stage. What there will be is the 
opportunity to plan for the formal scrutiny on the final budget proposals that will be submitted in 
January. 

The settlement
In December – usually late December – government announces its proposed financial settlement to the 
sector. This will remain the case beyond the conclusion of the fair funding review. This presents the need 
to revise the budget in line with what the settlement says. Knowing the level of the settlement will allow 
the council to finalise its budget plans. 

There will not be time for detailed scrutiny of ‘the council’s response to the settlement’. The following 
are likely to constitute checking questions that scrutiny can pose informally, to inform the further 
design process we discuss below. 

Is there a variance between our expectation of the settlement and the final figure agreed?

What does the level of the settlement mean for our expectations around the setting of council tax (and 
any associated precepts, if applicable)?

How does the notification of the settlement impact on the level of risk, and our expectations of being 
able to deliver a balanced budget?

Does the settlement, and the mix of other funding sources, provoke us to shift our assumptions about 
what our priorities will be in the coming year?

Does the settlement provoke us to rethink the MTFS?

Design and beginning of formal scrutiny
This phase marks the point at which the more informal scrutiny of developing budget proposals 
becomes more formal – and public. At this point enough detail is present in the budget, including in 
savings and growth proposals and the proposed level of council tax for the new year, for information to 
be published in the public domain. 

As a matter of general principle, the prior work that scrutiny has done more informally – the gathering 
of information, probing and exploration of various drafts and proposals earlier in the year – will prepare 
members for this more formal exercise of their responsibility. 
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At this point it will be possible to:

 � Identify those matters where formal scrutiny will be particularly appropriate – because they relate 
to issues of local contention, or political disagreement, or to matters that will have a significant 
effect on how the council operates (for example).

 � Identify how scrutiny of those matters should be managed, and how it should be framed (bearing in 
mind that wholesale change to the budget, at this point, will be essentially impossible).

 � Identify what further evidence might be drawn to support this work – whether it might be to 
invite others to give evidence, or facilitating discussion at a formal meeting amongst interested 
stakeholders.

 � Begin to sketch out what the outcome of this process will be. 

 � Sharing those ideas with the s151 officer and others, and refining them, maximises the chance that 
this ‘formal’ scrutiny will be as effective as possible. 

January
 � Formal scrutiny and MTFS

 � Budget passes to Council

 � End of Q3 – reflection on plans

Formal scrutiny and MTFS
In January, the time will come for the draft budget to be formally submitted to scrutiny. This process 
will precede (by a matter of a few days or a couple of weeks) the submission of the budget to council for 
signoff – see below. 

The opportunity to influence and change the budget at this stage will be very limited, and probably 
does not exist at all. 

As a public space for debate on the budget proposals, it may be best for scrutiny to:

 � Summarise its involvement in the budget development process so far – the opportunities that 
councillors have had to exert some influence, and the results of that process.

 � Highlight areas that remain contentious, and where scrutiny has made recommendations and 
suggestions that have not been taken up.

 � Highlight and discuss the impact of particular elements of the budget on local people. 

Planning (discussed in the section above) will help to ensure that this works well. 

As part of this process, the most recent iteration of the MTFS can also be considered. 

Budget passes to council
This is the legal process by which the council formally adopts the budget for the next year. This will 
be preceded by debate; again, the opportunity to influence the budget at this stage (beyond voting it 
down) is basically zero at this stage. 
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End of Q3 – reflection on plan
This will be a review process for quarterly information that will reflect that which happened at the end 
of Q1 and Q2, as we described above. 

February 
 � Budget agreed

 � Initial washup

February will be a month for significant formal activity; little actual scrutiny activity will be transacted 
around finances and the budget. 

Budget agreed
Budget council usually falls at the start of February. It is a function reserved to full council. 

Initial washup
Immediately after the budget has been agreed members might want to begin considering the lessons 
that can be learned to influence the following year’s activity. 
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The Local Government Association (LGA) has published A Councillor’s Workbook on Scrutiny of Finance 
(2017), which this guide has been drafted to complement. This workbook provides a range of practical 
exercises and prompts for councillors to work through, either individually or in groups. Thinking about 
how to practically apply some of the principles set out in this guide, and in the LGA workbook, forms a 
critical element of putting into place effective financial scrutiny. 

In conducting and thinking about financial scrutiny, scrutiny councillors should think about the 
above support offer, and where their council has taken advantage of it, there may be elements of the 
outcomes that can be useful in supporting some of the activities that we describe in this guide. 

This guide also complements the significant body of material that CIPFA has produced in recent years 
to provide advice and support to council, some of which is set out above. 

The first step is to understand the basics of local government finance. This introductory section sets 
out some of these basics, and signposts to more detailed material available elsewhere. In particular, the 
CIPFA publication A Introductory Guide to Local Government Finance (2019) will be of use. 

At the end of this section we provide a range of questions to help councillors to better understand local 
finances in their area. 

The fundamentals

The whole system approach
Financial decision making goes hand in hand with general policymaking in a local authority. 
Understanding financial planning and the financial system requires an understanding of the policy 
cycle – the way that councils and other public bodies gather evidence, make decisions, and review 
those decisions once made. 

Responsibility for the overall finances of the council sits with the council’s s151 officer, usually known 
as the chief financial officer. The role is legally defined; the postholder may have a slightly different 
job title from council to council. Further information about the role is set out in The Role of the Chief 
Financial Officer in Local Government, (CIPFA, 2016).

This person has specific duties to the authority (as distinct to the executive leadership of the authority). 

The s151 officer shares, with other statutory officers, a responsibility for taking a ‘whole system 
approach’ (WSA) to financial management and governance. CIPFA has described the relationship 
between the s151 officer, the head of paid service (or chief executive) and the monitoring officer (or 
chief legal officer) as the ‘golden triangle’. It is a relationship given legal force by virtue of the Local 
Government Act 1988. 

These three individuals have a leadership responsibility for a WSA to council finances. A critical point 
– one fundamental to understanding the role that elected members should play – is that financial 
management, oversight, and governance generally do not sit apart from the way that council plans and 
delivers its budget. This governance is central to the council’s core responsibilities, and to the council’s 
ability to deliver outcomes and services to local people. 

APPENDIX: 

local government 
finance: the basics

https://www.local.gov.uk/councillor-workbook-scrutiny-finance
https://www.cipfa.org/policy-and-guidance/publications/a/an-introductory-guide-to-local-government-finance-2019
https://www.cipfa.org/policy-and-guidance/reports/the-role-of-the-chief-financial-officer-in-local-government
https://www.cipfa.org/policy-and-guidance/reports/the-role-of-the-chief-financial-officer-in-local-government
http://www.legislation.gov.uk/ukpga/1988/9/contents
http://www.legislation.gov.uk/ukpga/1988/9/contents
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The WSA has been developed and promoted by CIPFA to help public finance professionals to understand 
their responsibilities and accountabilities. 

More information can be found in CIPFA’s Whole System Approach (2nd edition, 2017). 

The funding mix
Councils are obliged by law to set a balanced budget, and to manage the council’s resources effectively. 
This is the cornerstone of financial management in councils – a failure to do this will result in the s151 
officer being compelled to issue a Section 114 notice, as we describe below.

At present, local government funding derives principally from four sources.

 � Central government grant – although this will change in light of the ‘fair funding’ review.

 � Business rates – although this will also change in light of the fair funding review 

 � Council tax. Council tax rates are notionally set at local level; local authorities are, at the time of 
writing, limited to an annual rise of 4.99%. 

 � Income generation such as rents, fees and charges and returns on investments.

The ‘split’ between these four varies significantly from council to council. In some district councils 
income generation is considerably more important than government grant.

The funding model is likely to change as a result of the fair funding review, although this has now been 
deferred until after 2021/22. 

When planning their finances councils have to think about the short, medium and long term. 
Assessments of risk play an important role here. 

For long-term finances, councils have to think about their level of reserves, and about investment 
and treasury management. CfPS’s publication on treasury management, Treasure Your Assets (2017) 
provides significantly more background, and advice on the scrutiny and oversight of this area. CIPFA’s 
Treasury Management Code (2017) provides significant additional context and guidance for councils on 
their duties and responsibilities here. 

In the medium term, councils are obliged to set out a medium-term financial strategy (MTFS). The MTFS 
acts as a bridge between a council’s overall understanding of its general financial position, and its long-
term plans, and its short-term needs. It is a critical tool for councils in ensuring their resilience, and 
their ability to deliver effective services to local people. 

Councils’ ability to develop and agree accurate MTFSs has been placed under stress in recent years, 
but elected councillors are well placed to understand the political dynamics and consequences, of 
these pressures. CIPFA’s Financial Management Code is likely to provide useful insights – and can 
give members a sense of what good practice looks like in long- and medium-term strategic financial 
planning. 

The difference between revenue and capital budgeting
Under accounting rules council budgets are between expenditure and income on revenue and capital. 
Revenue spending covers day-to-day costs such as wages. Capital expenditure relates to investments in 
assets such as buildings and transport infrastructure. 

https://www.cipfa.org/policy-and-guidance/fm-code-webinars/cipfa-whole-systems-approach
https://www.cfps.org.uk/?publication=treasure-your-assets
https://www.cipfa.org/policy-and-guidance/publications/t/treasury-management-in-the-public-services-code-of-practice-and-crosssectoral-guidance-notes-2017-edition-online
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So if a council wanted to construct a community centre, it would need to commit capital to the physical 
construction, but it would also need the assurance that it would be able to finance the operation of that 
centre out of its revenue budget on an ongoing basis. 

Capital spending and borrowing vary between authorities. This will reflect the particular services each 
authority provides and the distinctive nature of their local economies. For example, some authorities 
are responsible for assets like markets or historic buildings; some authorities hold assets in the form of 
commercial premises that can rental income, which is expressed in the form of revenue. 

Rules about the management of council finances
Basic rules about the management of council finances can be found in two places. The Local 
Government Act 2003 sets out the basic framework. It focuses on rules relating to capital expenditure 
and borrowing, and overall financial management. This includes decision-making on council tax and 
budget monitoring. The council’s constitution will lay out more detail on responsibility for financial 
decision-making – in particular, the scheme of delegation and the financial procedures. 

Current financial pressures
At the time of writing (June 2020), LGA and CIPFA research suggests that councils are in, and will 
continue to be in, an extremely challenging position with respect to their finances. This will be 
substantially exacerbated by the impact of the COVID-19 crisis. Understanding these circumstances 
and conditions is critical to being able to plan and carry out effective financial scrutiny. 

Councils will inevitably profile their risks and exposure to further financial shocks, and some are likely 
to be under more pressure than others. Some of the principal risks and pressures include:

 � Central funding. At the time of writing the government’s ‘fair funding’ review has been delayed 
owing to the COVID-19 crisis – resulting in yet more uncertainty for the sector.

 � Demographics. Councils are increasingly finding that ‘demand led’ services (particularly adult 
social care) are placing huge demands on their finances. These services are difficult to control from 
a cost perspective – they are driven by need and in part by the action, or inaction, of other public 
service actors (such as the NHS and DWP). An ageing population is an impact which is not shared 
equally between councils – some will feel the impact more than others.

 � Market and provider failure. The recent failure of the large contractors Carillion and Interserve has 
significant implications both for the way that councils procure, and the way they deliver services. 
Even previously healthy suppliers may, as a result of COVID-19, be at risk of failure. 

 � Dwindling reserves and external shocks. As reserves dwindle, unexpected external shocks could 
lead to councils suddenly finding themselves underfunded and overexposed. A lack of corporate 
capacity to manage these shocks could lead to councils facing failure. COVID-19 is an obvious 
example of one such shock; its presence makes councils especially vulnerable to other shocks. 

These factors can all contribute to significant failure risks. Failure has a range of components. Some of 
these issues are discussed in the CfPS/Localis paper Decline and Fall (2018).

https://www.cfps.org.uk/?publication=decline-and-fall-understanding-how-and-why-local-government-fails-what-leads-to-central-government-intervention-and-what-comes-after


Financial scrutiny practice guides 27

Recent CIPFA research also highlights the importance of financial resilience to councils’ ongoing health 
and sustainability. Resilience is about more than being able to deliver a balanced budget (see below) – 
it is also about being able to assure your medium- and long-term position, including being able to have 
a robust MTFS. All councils are currently challenged in this area. 

Overcoming these challenges
Some of the ways that councils are developing solutions to these challenges include (this list is not 
exclusive):

 � Redesigning services to better reflect local need. This is a response to the idea that inaccurate 
understanding of need can lead to overprovision or to the wrong provision at the wrong time in the 
wrong place. It links to the need for councils to have a closer sense of what citizens’ requirements of 
a service area, and for the service to be designed around those needs.

 � Entrepreneurialism and commercialisation. More councils are adopting commercial, 
entrepreneurial approaches to better ensure their financial resilience. This can be about developing 
new opportunities for income, but is also connected to a clearer focus on ‘customer’ need as 
discussed above. 

 � Partnership and confederation. Joint commissioning, contracting and partnership has been a 
central feature of local working for at least fifteen years, but the nature of these partnerships is 
beginning to become deeper. The creation of joint ventures (see above) and more formal shared 
officers between councils, and council and partners, will involve the merging of budgets – the health 
and social care integration agenda (in whatever form it eventually takes) 

 � The ‘core services’ offer. The withdrawal and decommissioning of services is now being actively 
pursued by some councils. Withdrawing the council to service a ‘core’, statutory offer to local people 
is risky, but many councils feel that they are unable to identify an alternative. Financial scrutiny 
will be vital in these circumstances – to understand the financial situation in which the council 
finds itself, the financial consequences of any alternatives, the risk factors – both financial and 
social – and the financial impact on partners, among other issues. Some could challenge the central 
thesis of whether it is possible in practical terms to distinguish clearly between ‘statutory’ and 
‘non-statutory’ services, given that the two are difficult to separate in an operational sense, and that 
the effective delivery of statutory services may depend on the provision on non-statutory ones (for 
example, relation to prevention). 

What all these measures have in common is the need to place local authority finances on a sustainable 
footing while continuing to deliver the services that local people need and expect. Again, long-term 
resilience is the focus and objective. 
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The LGA also provides a range of support to councils on finance improvement. As well as corporate 
support through the peer challenge process, this includes:

 � A financial healthcheck. This work provides a technical assessment and analysis of councils’ 
finances, led by technical experts. It provides a review and appraisal of a council’s financial 
standing, and any resource challenges, as well as a reflection of the steps that a council is taking to 
address its financial issues.

 � Budget challenge. This is a facilitated process led by an LGA member peer (working with a council’s 
cabinet member for finance). It looks at prioritisation, savings options, short- and medium-term 
financial strategies, and other technical aspects of the budget. 

 � Broader support around productivity and innovation. These are two central planks of the LGA’s 
overall support offer; the organisation can share expertise of others around the kinds of steps that 
councils can take to improve their approach to sustainable finances. This includes the LG Inform 
and LG Inform Plus services, which provides up to date information about council performance 
which can be used for modelling and comparison purposes. 

The LGA also offers a range of support targeted at finance portfolio holders, by way of its Leadership 
Academy scheme.

CIPFA has issued a suite of codes of practice which together provide a robust framework within which 
councils can ensure that they are discharging their responsibilities on financial management. These 
include, principally, the:

 � Code of Practice on Local Authority Accounting in the UK (2019)

 � Service Reporting Code of Practice (2019)

 � Treasury Management Code of Practice (2017)

 � Code of Practice on Managing the Risk of Fraud and Corruption (2014)

 � Prudential Code for Capital Finance in Local Authorities (2017)

 � Financial Management Code of Practice (2019)

These codes are produced with guidance notes alongside and are reviewed and revised regularly. 
Scrutiny councillors will not need to be familiar with the detail of the content of the codes, but they 
will need – as part of their responsibility to maintain a watching brief over financial issues, escalating 
where necessary – to work with the s151 and the audit function to have assurance that the codes are 
understood and are being complied with. 

further reading

https://www.cipfa.org/policy-and-guidance/publications/c/code-of-practice-on-local-authority-accounting-in-the-united-kingdom-201920-online
https://www.cipfa.org/policy-and-guidance/publications/s/service-reporting-code-of-practice-for-local-authorities-202021
https://www.cipfa.org/policy-and-guidance/publications/t/treasury-management-in-the-public-services-code-of-practice-and-crosssectoral-guidance-notes-2017-edition-online
https://www.cipfa.org/policy-and-guidance/reports/code-of-practice-on-managing-the-risk-of-fraud-and-corruption
https://www.cipfa.org/policy-and-guidance/publications/t/the-prudential-code-for-capital-finance-in-local-authorities-2017-edition-book
https://www.cipfa.org/fmcode
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