Agenda Item 11

Cabinet
Date: 11 December November 2017

Subject: Financial Report 2017/18 — October 2017

Lead officer: Roger Kershaw
Lead member: Mark Allison

Reason for urgency: The Chair has approved the submission of this report as a

matter of urgency as it provides the latest available monitoring information for 2017/18. This
requires consideration as it has implications for current and future years’ budget monitoring and
management.

Recommendations:

A.

B.

That Cabinet note the financial reporting data relating to revenue budgetary control, showing
a forecast net overspend at year end of £1.4million, 0.3% of the gross budget.

That Cabinet note the adjustments to the Capital Programme contained in Appendix 5b
That Cabinet approve the following adjustments to the Capital Programme

Community & Housing £ £
Libraries I.T (100,000) 100,000 | Re-profiled in accordance with tender progress

Environment & Regeneration
Morden TFL (200,000) 0

It is envisaged that this allocation will form part of later years funding
still to be approved by TfL

Total (300,000) 100,000
Please note: Colliers Wood Finance Lease was presented to Council for approval on 22/11/17 so will only require to be noted by Cabinet.

2.1

2.2

PURPOSE OF REPORT AND EXECUTIVE SUMMARY

This is the financial monitoring report for period 7, 315t October 2017 presented in line with
the financial reporting timetable.

This financial monitoring report provides:-

The income and expenditure at period 7 and a full year forecast projection.
An update on the capital programme and detailed monitoring information;
An update on Corporate Items in the budget 2017/18;

Progress on the delivery of the 2017/18 revenue savings

THE FINANCIAL REPORTING PROCESS

The budget monitoring process in 2017/18 will continue to focus on adult social care and
children’s social care as these areas overspent in 2016/17 and continue to have budget
pressures.

Chief Officers, together with budget managers and Service Financial Advisers are
responsible for keeping budgets under close scrutiny and ensuring that expenditure within
budgets which are overspending is being actively and vigorously controlled and where
budgets are underspent, these underspends are retained until year end. Any final overall
overspend on the General Fund will result in a call on balances as has been the case for the
last two financial years, however this a'gté)éés gg@ustainable longer term.
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2.3 2017/18 FORECAST OUTTURN BASED UPON LATEST AVAILABLE DATA
Executive summary — At period 7 to 315 October 2017, the year end forecast is a net
£1.4m overspend compared to the current budget or 0.3% of the gross budget.

Summary Position as at 315t

October 2017

Department

3A.Corporate Services 11,582 11,199 (383) (217) (1,287)
3B.Children, Schools and Families 53,915 55,473 1,558 1,138 1,154
3C.Community and Housing 64,424 65,847 1,423 1,372 10,124
3D.Public Health 0 (20) (20) (25) 16
3E.Environment & Regeneration 23,380 22,860 (520) (299) 1,011
Overheads 0 0 0 0 12

3E.Corporate Items

Impact of Capital on revenue budget 13.415 13.265 (150) (150) 193
Other Central budgets (21,571) (22,035) (464) (231) (8,329)
Levies 933 933 0 0 0

FUNDING
Revenue Support Grant (15,520) (15,520)

Business Rates (35,483) (35,483)
Other Grants (10,733) (10,733)
Council Tax and Collection Fund

The current level of GF balances is £12.778m and the minimum level reported to Council for this is
£12.27m. This means that another reserve or further savings will need to be found to offset the
remaining £0.9m overspend.
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Chart 1 below shows the forecast year end variance for departmental expenditure with a comparison
against prior years.

Service Expenditure - Forecast Year End Variance
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Chart 2 shows the forecast year end variance for corporate provisions with a comparison against prior
years.

Corporate Provisions - Year End Forecast Variance
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3. DEPARTMENTAL SUMMARY OF CURRENT POSITION

Corporate Services

Business Improvement 3,129 3,074 -55 13 -54
Infrastructure & Transactions 9,544 9,601 57 67 -431
Resources 6,496 6,718 221 129 -314
Human Resources 1,948 1,945 -3 -118 -34
Corporate Governance 2,491 2,398 -94 -92 -330
Customer Services 2,328 2,108 -221 -196 -164
g:;gorate Items including redundancy 1,002 712 290 20 40
[tow@omwotably | zeea0] zesve] ama] aw] acer]
Overview

At the end period 7 (October) the Corporate Services (CS) department is forecasting an
underspend of £383k at year end

Business Improvement - £55k under

The systems and projects team is forecasting an underspend of £103Kk. This is due to vacant
posts and recharges to CHAS. There are some increased costs on Mosaic which will be
recharged to the CSF and C&H department but the split is yet to be agreed. This underspend
is offset by a projected shortfall on saving CSD42 which is not expected to be fully achieved
in 17/18.

Infrastructure & Transactions - £57k over
There are budget pressures in several teams.

The professional development centre (Chaucer Centre) is expected to under-achieve on
income by £110k. Bookings year to date are lower than previous years. As budgets are
reduced, customers are choosing the Civic Centre non-chargeable rooms over the Chaucer
Centre's chargeable rooms. Rental income is also lower and there is a delay with agreed
office renters now not taking residence at the centre until November.

The transactional services team are forecasting an overspend of £90k mainly because
saving CS70 which is to charge for paper copies of invoices is unachievable due to delays
in the implementation of €5, SharePoint and EDRMS.

The Garth Road income target is forecast to under-achieve by approximately £60k and
there is a projected overspend in the Commercial Services team on staffing costs of £90k.
This team is currently being restructured and therefore agency staff are in post until the
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vacant posts are recruited into. This team essential in driving and delivering procurement
savings across the Council.

These forecast overspends are partly offset by over-achievement of income on printing and
the new rental agreement with CHAS 2013 Limited for occupancy of half of the 14" floor in
the Civic Centre.

Resources - £221k over

The division is forecasting to overspend due to staffing, including one case of long term
sickness. There are ongoing additional staffing costs of €5 being funded within the division
as system changes are identified and implemented. Some additional support days were
necessary from the provider for system changes. The bank reconciliation function has also
had additional consultancy days from the provider to increase automation.

There were some additional costs for the external audit which were due to the implementation
of the new financial system, as discussed at the Standards & General Purposes Committee
in September.

The closing of accounts process for 2016/17 and the external audit have highlighted a few
areas of concern in meeting the early closure deadlines for next year. Some additional
resources are required to address these issues and a project plan is being developed.

Human Resources — £3k under

The forecast cost of the payroll service with Agilisys has increased by 30% (approx. £90k)
since Richmond left the shared service. This is being offset by a number of vacant posts
within the division. There is an expected shortfall on schools buy back income of £78k.

Corporate Governance - £94k under
The forecast underspend is partly due to a £27k underspend in Internal Audit and £23K in
Benefits Investigation where a 18/19 saving has been captured early.

There are other forecast underspends on non salary budgets across the division.

The South London legal partnership (SLLp) has budget pressures on staffing costs but this
is being recovered by hard charging to the five boroughs in the partnership. There are
numerous agency staff as recruitment is becoming increasingly difficult in certain teams. This
will be closely monitored and is reported to all partnership boroughs.

Customer Services - £221k under
The Merton Bailiff Service is forecasting over-achieving income by £345k but this is offset by
a forecast £70k under-achievement of income in the Shared Bailiff Service.

The Communications Service is under-achieving on advertising the income target which is
partially offset by underspends elsewhere in the service. The team are working to address
the likely failure to achieve income targets through a review of the strategy. A task and
finish group has been established to take this forward with the aim of a refreshed strategy
and agreed targets being drafted by the year end.

Corporate Items - £290k under

Redundancy costs are forecast to be approximately £400k over budget based on year to date
actuals.

This is being offset by a reduction in the housing benefit provision.

£60k forecast spend is projected to address cyber security issues following recent security
threats. Credit card charges which are currently passed on to customers will also cease in
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January 2018 and the forecast part year costs are approx. £25k. The additional cost of
Microsoft Enterprise licenses of £140k is also being met from this budget.

The budget monitoring process will focus on pressures to ensure remedial action is taken
and underspends can be held to offset any overspends.

Environment & Regeneration

2017/18 | Full year | Forecast | Forecast | 2016/17
Environment & Current | Forecast | Variance | Variance | Outturn
Regeneration Budget | (October) at year at year | Variance
end end
(October) (Sept)
£000 £000 £000 £000 £000
Public Protection (10,514) (11,955) (1,441) (1,279) 1,290
Public Space 15,232 15,897 665 591 510
Senior Management 1,015 1,003 (12) (7) (44)
Sustainable Communities 12,221 12,489 268 396 (745)
Total (Controllable) 17,954 17,434 (520) (299) 1,011
2017/18 | Forecast | Forecast 2016/17
Current | Variance | Variance | Variance
Budget at year at year at year
Description end end end
(October) (Sept)
£000 £000 £000 £000
Overspend within Regulatory Services 627 210 205 (34)
Underspend within Parking & CCTV Services | (11,617) (1,616) (1,447) 1,442
Underspend within Safer Merton 476 (35) (37) (118)
Total for Public Protection (10,514) (1,441) (1,279) 1,290
Overspend within Waste Services 13,979 365 331 168
Underspend within Leisure & Culture 898 (89) (89) (72)
Overspend within Greenspaces 1,307 214 154 206
Overspend within Transport Services (952) 175 195 342
Total for Public Space 15,232 665 591 510
gnderspend within Senior Management & 1.015 (12) 7) (44)
upport
Total for Senior Management 1,015 (12) (7 (44)
Underspend within Property Management (2,604) (149) (58) (564)
ggﬁ:rsg)lend within Building & Development (332) 452 447 (157)
Underspend within Future Merton 15,157 (35) 7 (158)
Total for Sustainable Communities 12,221 268 396 (789)

Overview

The department is currently forecasting an underspend of £520k at year end. The main areas of
variance are Regulatory Services, Parking Services, Waste Services, Greenspaces, Transport
Services, Property Management, and Building & Development Control.

Page 360

-6 -



Public Protection

Regulatory Services overspend of £210k

The forecast overspend is as a result of a few factors. Firstly, a 2017/18 saving (E&R14) of £100k
relating to further expansion of the Regulatory Services Partnership to include the London
Borough of Wandsworth, will not be achieved this year, as it is expected that the expansion will not
commence until April 2018. Secondly, it was necessary for the Partnership to engage the services
of a project manager to develop the expanded Shared service business model. The funding of this
is split between the participating authorities and Merton’s share of this is expected to be around
£33k. Thirdly, an underachievement of Licensing income of £79k is forecast, which is associated
with a 2016/17 saving (E&R13) of £50k. Finally, the section is liable for any Mortuary costs, which
is not within their control. An overspend of £27k related to this service is being forecast.

Parking & CCTV Services underspend of £1,616k

The underspend is mainly as a result of the protracted timeframe for the implementation of the ANPR
system across the borough. The section did not have a fully functional system until February 2017,
but the necessary upgrades and camera performance reviews conducted by the contractor and
officers from the team have now been completed. The positive effects of this fully functional system
e.g. improved traffic flow are expected to be realised during the year. The later start of the ANPR
enforcement has resulted in a delay in motorist compliance with traffic regulations and the revenue
generated reflecting this. It is difficult to predict when compliance will begin to set in and how this
will affect revenue but this will be closely monitored and future forecasts amended accordingly.

Included within this forecast is an employee related overspend of c£328k due to a combination of
savings not yet implemented and increased demand. Due to the implementation of the diesel
surcharge and the delay in fully implementing ANPR the section has been forced to delay
implementing certain savings, whilst needing to recruit additional agency staff to manage PCN and
permit demands. This pressure is being offset by an over-recovery in permit revenue (£355k).

Public Space

Waste Services overspend of £365k

The forecast overspend relates mainly to the Phase C contract (E594k), which has been rolled out
successfully delivering in excess of £1.3m savings. However, as part of the approved MTFS
savings, the budget has been reduced by in excess of £1.9m.This budget pressure is mitigated
next year when the new wheelie bin service is rolled out along with reduced frequency of
collection, which will deliver additional savings in the contract cost for the service.

An update report was provided to Sustainable Communities O&S Panel on 4™ July with a further
update in November. Robust contract management is in place ensuring full contractual
compliance.

This overspend is being partially mitigated from in-year underspends on disposal costs (E237k).

Greenspaces overspend of £214k
Although significant savings have already been realised, the section is forecasting to overspend
on its Phase C contract by around £95k. This overspend is not expected to repeat next year.

In addition, arboriculture is forecast to overspend by £169k as a result of work required on the
borough’s trees in order to avoid accidents or damage. The team is undertaking a review of work
to ensure only essential work is completed for the remainder of the year. From April next year, this
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work is expected to be carried out by IDVerde and will benefit from the lower rates available
through the Phase C arrangements.

The section is also currently forecasting to underachieve on its income expectations in the
following areas. Firstly, on events related income (£79k), whereby related savings of £170k have
been implemented in the last two years, and whilst one event boosted the income, work continues
to identify how income from events in parks, including developing working partnerships with
external event production companies, can be generated.

Secondly, due to a delay in the implementation of 2016/17 saving E&R26 (£60k) i.e. P&D within
certain parks. This is due to be partially implemented this autumn leading to an expectation that
only £5k of the associated saving will be achieved this year. The revised income figure is, in part,
a consequence of the outcome of the formal consultation on the parking scheme that occurred
during summer 2017. The consequence of this consultation was that the parking charge proposals
at one location, and at all other locations on Saturdays, were dropped by the Council, meaning
that the initial income expectations of £60k thereby became unrealistic.

These forecast overspends are being partially mitigated from other grants and contributions.

Transport services overspend of 175k

The overspend relates to the Operations and Workshop side of the section. Within Transport
Operations, an employee overspend of £55k is forecast mainly as a result of additional agency
and overtime requirements due to covering sick leave and vacancies. This also causes a knock on
effect for covering core routes, whereby, the only option on occasions is to utilise third party
transport providers to cover the routes, which results in further unrecoverable costs (E54Kk).

Within the Workshop section, the overspend (£70Kk) relates to invoices for payment relating to
good/services received prior to 15t April, at which point the workshop was transferred to Veolia.

Sustainable Communities

Property Management underspend of £149k

The main reason for the forecast underspend is as a result of exceeding their commercial rental
income expectations by £284k mainly due to conducting the back log of rent reviews in line with the
tenancy agreements. £192k relates to ongoing rental income but £92k is back rent due this year
only.

This overachievement of income is being partially offset by an overspend within Employees (£31k),
buildings R&M (£36k), and supplies & services (E67k).

Building & Development Control overspend of £452k

The section is forecasting to underachieve on income by £529k, in particular within building Control.
This reflects the continued reduction in the Authority’s market share. This downward trend has also
impacted on the section’s ability to meet some of its associated 2017/18 savings, notably ENV20,
D&BC1, D&BC2, D&BC3, D&BC5, and D&BCE6 i.e. Increased income from building control services,
fast tracking of householder applications, commercialisation of the service, and removal of the
Planning Duty service. Replacement savings have been agreed by Cabinet that will help mitigate
this pressure from 2018/19.

The section is also forecasting a reduction, when compared to 2016/17, in development control
income of around £452k due to a downturn of around 10% in planning applications and fewer
planning performance agreements being secured so far this year. This results in only an
underachievement against budget of £66k, but is a considerable decrease in expected income

levels. Page 362
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Children Schools and Families

Education 16,431 15,795 (636) (596) (874)
Social Care and Youth Inclusion 20,752 23,293 2,541 1,978 3,259
Cross Department budgets 1,668 1,632 (36) (64) (271)
PFI 7,916 7,760 (156) (180) (549)
Redundancy costs 2,083 1,928 155 0 411

Overview

At the end of October Children Schools and Families had a forecast overspend of £1.659m on local
authority funded services. Although the department received £1m growth which was allocated
against placement budgets, there were pressures over and above the growth allocated to the
department some of which were offset by planned underspends and management action in year.
Whilst some planned underspends continued, the majority of the underspend used to offset cost
pressures last year were either non-recurrent management action or one-off windfalls which are not
guaranteed or expected in the current financial year.

The forecast overspend also includes the cost for agency staff (£480k) which was funded from the
Corporate Contingency for the last three years to enable the department to maintain safe caseloads
as part of our agreed approach and service model.

Due to the volatile nature of placement and SEN transport budgets and the current volume of CSC
activity and EHCP requests we are exercising appropriate demand management balancing our
education and social care statutory duties with careful and considered oversight of spend.

Local Authority Funded Services

S

ignificant cost pressures and underspends identified to date are detailed below:

©
)
@
&0

Procurement & School organisation 592 (366) (419) (448)
SEN transport 4,131 396 396 394
Early achievement of savings 200 (200) (200) 0
SEN statement support team 394 (80) (80) (7)
My futures team 517 (101) (99) (35)
Staffing underspends across Early Years services 1,477 (102) (49) (333)
Other small over and underspends 9,120 183 145 445
Fostering and residential placements (ART) 5,226 288 93 611
Supported lodgings/housing 1,645 154 (5) 1,110
Un-accompanied asylum seeking children (UASC) 534 831 682 579
No Recourse to Public Funds (NRPF) 21 347 385 484
Social Work staffing 4,714 672 662 282
Family and Adolescent Services 43 17 17 0
MOSAIC implementation support 0 63 63 0
Other small over and underspends 8,569 169 81




Education Division

Procurement and school organisation budgets are forecast to underspend by £366k as a result of
lower spend on revenuisation budgets. This budget relates to construction projects that cannot be
classified as capital. The majority of this is required for temporary classrooms due to rising pupll
demand when it is not viable to provide permanent buildings.

The SEN transport budget is forecasting to overspend by £396k at the end of the financial year.
Despite initiatives such as travel training, personal budgets and ensuring the buses are used as
efficiently as possible, the number of SEN children requiring transport by taxi continues to rise. We
have seen a 15% increase with 216 children using taxis in September 2016 and 249 in November
2017. Half the routes have been retendered since the dynamic purchasing system commenced,
most of which were this summer. This has produced average savings of 15-19% per route. Further
re-tendering is more problematic due to the specific needs of the children, but we are continuing to
consider these opportunities. A detailed report looking at the cost of increased numbers compared
to reduced costs realised through re-tendering is expected in December/January.

Education savings was brought forward by a year which will result in a one-off in-year underspend
of £200k.

The SEN support team is forecasting a £80k underspend on staffing due to difficulties in recruiting
appropriate staff to vacancies. The underspend has reduced since last month because our
recruitment drive moved staff from within the department enabling us not to have a big lag in time
waiting for them to take up the posts. Recruitment continues to ensure we can meet our statutory
duties in relation to EHCP timeliness.

The My Futures team is estimated to underspend by £101k due to vacancies held during the year
while team was restructured.

As part of management action, where possible, recruitment to vacancies in some areas was delayed
with the aim to reduce the overall in-year departmental overspend. This is estimated to result in an
overall underspend of £102k.

There are various other small over and underspends forecast across the division netting to a £183k
underspend. These combine with the items described above to arrive at the total reported divisional
underspend of £636k.

Children’s Social Care and Youth Inclusion Division

While the numbers of Looked after Children (LAC) remain relatively stable, and indeed Merton
maintains relatively low levels of children in care, the complexity of a significant proportion of cases
is causing cost pressures as detailed below. Placement costs are reviewed on a monthly basis and
assumptions reviewed quarterly to ensure that projections of spend are as accurate as possible.

Residential Placements 2,239 2,116 | (123)| (237)| 16 16
Independent Agency Fostering 1,789 1,902 113 60| 48 46
In-house Fostering 964 1,171 207 245 | 57 55
Secure accommodation 134 0| (134)] (134) 0 0
Mother and bab 100 325 225 159 2 0
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The ART service seeks to make placements with in-house foster carers wherever possible and in
line with presenting needs, however, the needs of some looked after children mean that placements
with residential care providers or independent fostering agencies are required. Some specific
provision is mandated by the courts.

e The residential placement expenditure is forecast to underspend by £123Kk. This change from
last month is due to an additional young person moving into a children’s home. One young
person moved on but this reduction in cost was predicted in last month’s budget return.

The agency fostering placement expenditure is expected to overspend by £113k. This is due
to net of 5 new placements (two placements ended and one moved to different budget
(UASC)). This is a very volatile budget and therefore subject to fluctuation during the year.
The in-house foster carer expenditure is forecast to overspend by £207k. We had 11 new
placements. Six placements have ended and three have moved to a different budget.

There has been a short term remand into secure accommodation. Information about costs
was received too late for this budget return and will be included in the November forecast.
There are two new Mother and Baby placement for October.

The budget for semi-independent and supported lodgings/housing placements are estimated
to overspend by £154k. The change is due to 6 new placements including three mother and
baby placements of which one mother has three children. This budget is used to finance
placements for young people aged 16/17 and above. These are for young people who require
semi-independent provision and for Care Leavers through to independence or, in some
cases, through to the age of 21 (older in exceptional circumstances), as part of our statutory
duties. There were 64 semi-independent placements for young people at the end of
September 2017.

The UASC placements are expected to overspend by £831k this year.

Independent Agency Fostering 369 205 | (164) | (223) 6 4
In-house Fostering 0 365 365 302 | 14 12

SuEﬁorted Iodﬁini)s/housini; 165 795 630 603 29 28

At the end of October we had 49 UASC placements with a number of young people aged 18+ with
no recourse to public funds in semi-independent accommodation. This is an increase of 5 young
people costed to this budget code.

The NRPF budget is expected to overspend by £347k in the current financial year. The NRPF worker
is working closely with housing colleagues to manage cases as they arise and is also reviewing
historic cases to identify ones where claimant circumstances has changed and can therefore be
stepped down from services. We continue to use the Connect system to progress cases and
continue to review open cases with the aim to limit the cost pressure on the council.

The Central Social Work, MASH, First Response, CASA, Bond Road and CWD team'’s staffing costs
are expected to overspend by £672k. The majority of this is due to additional social work capacity
required to manage safe caseloads, previously funded by the council’s contingency, and are kept
under regular review as they are covered by agency. On top of the additional staff, the team also
has to cover vacancies with agency staff due to difficulty in recruiting permanent members of staff.

The Family and Adolescent Services staffing budget is expected to overspend by £17k. This is due
to the head of service post which has been deleted as part of the 2017/18 savings is being covered
by an agency member of staff due to short term service requirements. These arrangements will

cease in the autumn. Page 365
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Following the implementation of MOSAIC, some changes and service support is still required which
is now funded from the departmental budgets rather than from the project. The support is expected
to be required until the end of December and the estimated cost of £63k is expected to increase
towards year-end.

There are various other small over and underspends forecast across the division netting to a £169k
overspend. These combine with the items described above to arrive at the total reported divisional
overspend of £2,541k.

Dedicated Schools Grant

DSG funded services is forecast to overspend by £2.092m. These budgets are not within the
council’s general fund and cannot be offset against the local authority funded budgets. Any
overspend will be funded from the DSG reserve and applied after consultation with Schools Forum.
Variances between individual subjectives have been shown in the overall departmental analyses.

The main reasons for the forecast relates to an estimated overspend of £1.216m on Independent
Day School provision, £369k on EHCP allocations to maintained primary and secondary schools
and £521k on additional school business rate adjustments primarily due to the revaluation of
properties in the beginning of 2017.

There are various other smaller over and underspends forecast across the DSG netting to a £14k
underspend which, combined with the items above, equates to the net overspend of £2.092m.

Management Action

New burdens

There are a number of duties placed on the Local Authority which have not been fully funded or not
funded at all through additional burdens funding from Central Government. £1m growth was added
by the council in 2017/18 to the supported housing/lodgings budget. Excluding the cost of these
duties would leave a net departmental overspend of £327k, however that figure masks substantial
once off windfalls and non-recurrent and recurrent management action. The table below highlights
the continued estimated overspends relating to these unfunded duties:

Supported lodgings/housing 1,645 154 (5)
Un-accompanied asylum seeking children (UASC) 534 831 682
No Recourse to Public Funds (NRPF 21 347 385

Following changes introduced through the Children & Social Work Act, local authorities will take on
new responsibilities in relation to children in care and care leavers. Local authorities will be required
to offer support from a Personal Adviser to all care leavers to age 25. New burdens funding will be
provided to support implementation of this change.

Staffing
Agency cost continues to be a cost pressure for the department as permanent social worker

recruitment continues to be challenging. We are operating, however at our lowest level of agency
staff in 3 years. The continued recruitment drive including recruitment of NQSWSs, temporary to
permanent initiatives and retention paympw&gféllgggave a positive impact on the current financial
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year and we will continue to take action to bring down anticipated overspends on agency/staffing
costs.

Placements

Our strong management oversight enables us to ensure that an appropriate entry to care
threshold is well-maintained. The impact of increased numbers of UASC is in particular affecting
our LAC and care leaver numbers and we remain in the lowest rate of care range in London.

Work continues to ensure we lever in appropriate health contribution to children with complex
needs and our ART service is driving down placement costs including through regional partnership
commissioning.

Our ART Fostering Recruitment and Assessment team is continuing to recruit new foster carers
who will offer locally based placements. This continues to enable a reduction in more expensive
agency foster placements, but there is a time lag.

Our ART Placement service is working with providers to establish more local provision and offer
better value placements to the Council. There is now an established agreed cost framework for
semi- independent providers and this has resulted in more appropriately priced placements for
Care Leavers and older LAC.

General

The department continues to scrutinise all budgets to see how we can offset the above costs
pressures and others created by growing demographics and new burdens. Where possible we will
use grant and income flexibly to bring our anticipated spend in line with available budgets.

Community and Housing Current Summary Position

Overview

Community and Housing is now forecasting an over spend of £1.4m as at October 2017. This
is an increase of £57k since period 6 (September).
The position has remained stable although the service continues to encounter many challenges.

The main variance is in the Adult Social Care division of Access & Assessment. Community and
Housing and is therefore supported by other under spends in other Adult Social Care divisions and
Merton Adult Learning.

Adult Social Care received £9.3m in growth to support the identifiable pressures and challenges
faced by the department. The service has allocated growth to the placements and deprivation of
liberty budgets in line with the budget pressures identified in the budget setting report.

The 2017/18 budget was set on the basis of period 9 2016/17 budget forecast. Between period 9
and the year end, placements expenditure increased by £700k against the forecast. This was
mainly due to the amount of older people being discharged from hospital but also a one-off charge
of £350k.

In addition, the service was hit with a late clawback of Better Care Fund (BCF) monies due to the
late reporting of performance on the main factor in the BCF risk share agreement. The service
therefore has a financial hit of £275k in 2017/18.

The service therefore started 2017/18 £625k worse off than the budget plan.
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Access and Assessment | 46,799 48,087 1,288 1,119 9,432
Commissioning 4,233 4,203 (30) (77) 67
Direct Provision 4,373 4,187 (186) (18) (169)

Directorate 755 845 90 58 274
Libraries and Heritage 1,975 1,979 4 38 (88)
Merton Adult Education 0 0 0 0 501
Merton Adult Education- 48 42 (6) (6) 0
Commissioning Model
Housing General Fund

Adult Social Care

Since the major review of spend carried out last month, C&H DMT has
continued to have a collaborative focus on stabilising those budget lines that
are prone to demand led movements and in identifying further mitigating
actions. This has resulted in the relatively stable position. Attention continues
on the Outcomes Panel in social care and is increasingly being focussed on
placements expenditure in Mental Health. Urgent reductions in the mental
health spend are being sought.

Access & Assessment - £1.3m overspend

This service forecast has increased by £162k which is due to a variety of items. The pooled
equipment budget has increased again and the service is taking steps to address the issue with
heath.

The placement forecasted overspend has increased in the mental health and learning disabilities
services. The service has implemented a new outcomes panel or ‘Forum’ at which all placements
are presented. Its aim is to prevent need, promote independence and improve outcomes

It is anticipated that recruitment to non-frontline posts can be delayed resulting in expenditure on

staffing costs being reduced by £146k.

Commissioning - £30k underspend

This area underspend has decreased due to the reallocation of the Financial Assessment Team
costs from the Access and Assessment service to the commissioning team budget. The
Financial Assessment Team transferred to the Assessment and Initial Support Team in the
Adult Social Care restructure in 2016.17 it has been decided that function should sit in
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commissioning. However the overall impact of this transfer has been supported by
underspends on contracts in this area.

Direct Provision - £186k underspend

This service is currently forecasting an under spend of £186k which is due to the transfer of
existing expenditure to the Disability Facilities Grant (DFG).

Additionally the handypersons scheme is being extended to better facilitate discharge from
hospital at a cost of £35k.

This service has also seen an improved income collection due to the increase number of self
funders accessing the Eastways day centre. Forecast was also revised due to the delay in the
Mascot project which is now expected to commence in July 2018.

Directorate - £90k overspend

The directorate forecasted expenditure has increased by £31k due to the extension of current
contracts to facilitate the completion of a project.

Adult Social Care: other management action 2017/18

The service continues to monitor its action plan in place to ensure issues are identified and
resolved quickly. A highlighted report is updated and reviewed each Monday by the Director at the
weekly budget meeting.

Home Care

The issues previously reported with the home care monitoring system have been resolved and the
council is nearly up to date with its payment runs. Further work is being undertaken to try to
ensure that the system is more resilient in future and that payments and reporting are not
disrupted.

C&H-Other Services

Libraries- £4k overspend

This service is expecting to over spend by £4k. This is a reduction of £33k since September. This
is due to an increase in income at Mitcham, Morden, Pollard Hill and Wimbledon libraries.

The service expects to gain access to the newly re-developed Donald Hope library (to be renamed

as Colliers Wood Library) in December 2017 with an expected opening in January. The increase
in rent costs has been built into the forecasted expenditure.
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Community Learning - £6k underspend

Adult Community Learning forecast remains unchanged since September budget monitoring
report.

This budget is fully reliant on ESFA funding. This has two elements:-

1. Formula funding (payment on delivery); and

2. A community learning (block grant that can be used at the services discretion for adult learning
purposes).

The £6k underspend is from fees collected by the service for the in house Learning Difficulties and
Disabilities provision provided.

Housing - £263k overspend

There has been a relatively small movement in forecasted expenditure since September. This
area remains very volatile and overspend is currently supported by the temporary accommodation
grant of £406k

Temporary Accommodation-Expenditure 981 1,031 1,204

Temporary Accommodation-Client

Contribution (611) (624) (560)
Temporary Accommodation-Housing

Benefit Income (361) (445) (450)
Temporary Accommodation-Subsidy

Shortfall 582 621 633

Temporary Accommodation- Grant (406) (406) (406)
Total Temporary Accommodation 185 177 421

Housing Other- Over(under)spends 78 80 22

The Homelessness Reduction Act and the funding

The service continues to work hard to increase client contributions. The challenge now is to
implement the requirements of the Homelessness Reduction Act allocation of £400k announced
recently. The service will process with the planned restructure to meet the new responsibilities and
savings required.
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Public Health - £20k underspend

Public Health underspend has reduced by £5k since September. This is due to an increase in

Health Checks variable costs.

The details comparing actual expenditure up to 31 October 2017 against budget are contained in
Appendix 2. The main areas of variance as at 31 October 2017 are:-

Forecast | Forecast
Variance | Variance | 2016/17
Current Full Year at year at year Year
Budget Forecast end end end
Corporate Items 2017/18 (Oct.) (Oct.) (Sep) | variance
£000s £000s | £000s £000s £000s
Impact of Capital on revenue budget 13,415 13,265 (150) (150) 193
Investment Income (1,186) (800) 386 519 (176)
Pension Fund 3,350 3,350 0 0 (498)
Pay and Price Inflation 736 636 (100) 0 (739)
Contingencies and provisions 4,406 3,656 (750) (750) (3,495)
Income Items (1,152) (1,152) 0 0 (330)
Appropriations/Transfers (5,407) (5,407) 0 0 (3,091)
Central ltems 747 283 (464) (231) (8,329)
Levies 933 933 0 0 0
Depreciation and Impairment (22,318) (22,318) 0 0 0
TOTAL CORPORATE PROVISIONS (7,223) (7,837) (614) (381) (8,136)

There are two changes in the forecast since September:-

e The forecast of investment income has been further reviewed and given the level of interest
rates and amounts under investment there has been an improvement of £133k in the level of
investment income expected in 2017/18.

e Itis anticipated that there will be under utilisation of £100k in the provision for excess inflation

by year end.

4. CAPITAL PROGRAMME 2017-21

4.1 The Table below shows the movement in the 2017/21 corporate capital programme since

the last meeting of Cabinet:

Current Revised | Current Revised | Revised Revised | Revised Revised
Depts Budget | Variance | Budget Budget | Variance | Budget Budget | Variance | Budget Budget | Variance Budget

17/18 17/18 18/19 18/19 19/20 19/20 20/21 20/221
CsS 23,745 0 23,745 18,508 0 18,508 10,626 0 10,626 2,135 0 2,135
C&H 1,445 357 1,802 629 144 773 480 0 480 630 0 630
CSF 7,835 0 7,835 17,449 0 17,449 7,536 0 7,536 650 0 650
E&R 18,346 (200) 18,146 25,086 0 25,086 7,738 0 7,738 5,017 0 5,017
TOTAL 51,371 157 51,528 61,673 144 61,816 26,380 0 26,380 8,432 0 8,432
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4.2  The table below summarises the position in respect of the Capital Programme as at October
2017. The detail is shown in Appendix 5a
Merton Summary Capital Report — October 2017 Monitoring
Profiled : . Full
Actuals to . Final Final
Department Budget to Variance Year
September September Budget Forecast Variance
Corporate Services 1,385,680 | 9,009,577 | (7,623,897) | 23,744,950 | 22,066,784 | (1,678,166)
Community and Housing 392,284 896,541 (504,257) | 1,801,580 | 1,801,580 0
Children Schools & Families 2,748,120 | 6,034,570 | (3,286,450) | 7,834,530 | 7,312,648 (521,882)
Environment and Regeneration 6,331,999 | 11,076,015 | (4,744,016) | 18,146,490 | 18,170,022 23,532
Capital 10,858,084 | 27,016,703 | (16,158,620) | 51,527,550 | 49,351,034 | (2,176,516)

a) Corporate Services — Currently officers are projecting an overspend on Customer
Contact /EDRMS of £710k, Social Care IT System £185, and £31k on IT Systems - the
split between capital and revenue budgets is currently being finalised. There are currently
four projected underspends the Acquisitions Budget £1.29 million and the Bidding Fund
£1.25 million, £41k SCIS/FIS Scanning Solution and £25k on Works to Other Buildings.
b) Community and Housing — Officers are projecting a full spend on all remaining budgets.
Two schemes have been re-profiled into 2018/19 £100k Libraries IT and £44k
Telehealth.
Finance Lease — Collier Wood Library: The following adjustments will need to be made to
revenue budgets to fund the impact of the finance lease:

Full
Year*

Existing Budget (Starting

Position) 47,980
Revenue Contribution to

Interest (56,000)
Interim Rental Costs 0
Virement to Cover MRP

Costs (20,020)
Rent from Coffee Shop 14,000
Budget Shortfall to be Identified 14,040

* Part year impact is currently being worked through and will be reported as part of October monitoring.

c) Children, Schools and Families — Overall against the budget this department is showing
a £522k underspend, officers are currently reviewing the multi-year profile of the budget.
There are a number of small variances within the primary and other sectors. Within The
secondary sector current in year variances are shown on four schemes Harris
Wimbledon (£465), Harris Merton £65k, Harris Morden (£20k) and Rutlish £8k. There is
one variance shown within the SEN Sector for Unallocated SEN of (E77k).

d) Environment and Regeneration — Overall a small underspend ins shown against budget
this is caused by a variance on three schemes TfL Principal Roads £19k(queried with
budget manager), Singlegate House £12k and Wimbledon Park lake de-silting (E7k — it is
envisaged that this will be re-profiled into 2018/19 where the major spend on the scheme
is profiled). In addition £200k of TfL funding has been removed from the programme, it is
envisaged that this allocation will form part of later years funding still to be approved by
TiL.
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4.3 Appendix 5b details the adjustments being made to the Capital Programme this month. The
following adjustment will require Cabinet approval:

Community & Housing £ £
Libraries I.T (100,000) 100,000 | Re-profiled in accordance with tender progress
Environment & Regeneration
It is envisaged that this allocation will form part of later years funding
Morden TFL (200,000) 0 still to be approved by TfL
Total (300,000) 100,000

Please note: Colliers Wood Finance Lease was presented to Council for approval on 22/11/17 so will only require to be noted by Cabinet.

4.4  Appendix 5c details the impact of all the adjustments to the Capital Programme have on the
funding of the programme in 2017/18 and 2018/19. The table below summarises the
movement in 2017/18 funding since the September 2017 Monitoring Report:

Approved New New Re- Revised

Depts. Budget Adjustments | External | Internal rofilin Budget
17/18 Funding | Funding | P 9| 1718

Corporate Services 23,745 23,745
Community & Housing 1,445 501 (144) 1,802
Children Schools & Families 7,835 7,835
Environment and
Regeneration 18,346 (200) 18,146
Total 51,371 (200) 0 501 (144) | 51,528

4.5 The table below compares capital expenditure (E000s) to October 2017 to that achieved
over the last few years:

Spend Spend Spend . . .
Variance | Variance | Variance
Spend To October To To to
Depts. 2014 October | October | October 2214 to 2015 to 2016 to
2015 | 2016 | 2017 017 2017 2017

Cs 281 397 279 1,386 1,105 988 1,107
C&H 645 547 1,155 392 (252) (154) (763)
CSF 10,191 9,097 3,144 2,746 (7,444) (6,351) (398)
E&R 2,174 3,470 7,201 6,332 4,158 2,862 (869)
Total Capital 13,290 | 13,511 | 11,779 | 10,856 | (3,539) (3,643) | (2,030)

Outturn £000s 36,869 29327 30,626

Budget £000s 51,628

Projected Spend October 2017 £000s 49,351

Percentage Spend to Budget 21.03%

% Spend to Outturn/Projection 36.05% 46.07% 38.46% 22.00%

Monthly Spend to Achieve Projected Outturn

£000s 5,499
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4.6 The table shows that spend during October 2017 was considerably below this target. Officers
will be undertaking a detailed review of profiles and year end projections as part of November
Monitoring to improve in year budget profiling and year end projection:

Spend To SQI_eOnd
Department September October Increase
P 2017 £000s
£000s 2017
£000s
CSs 1,182 1,386 204
C&H 340 392 52
CSF 2,673 2,746 73
E&R 4,598 6,332 1,734
Total
Capital 8,793 10,856 2,063
5. DELIVERY OF SAVINGS FOR 2017/18
Target | Projected | Period 7 | Period 6 szélcoeijst 2018/19
Department Savings | Savings | Forecast | Forecast Shortfall Expected
2017/18 | 2017/18 | Shortfall | Shortfall (P7) Shortfall
£000 £000 £000 £000 % £000
Corporate Services 1,484 1,248 236 236 15.9% 158
Children Schools and
Families 1,110 1,093 17 17 1.5% 0
Community and Housing 2,673 2,018 655 796 24.5% 250
Environment and
Regeneration 3,050 1,408 1,642 1,447 53.8% 0
Total 8,317 5,767 2,550 2,496 30.7% 408

Appendix 6 details the progress on savings for 2017/18 by department.

Progress on savings 2016/17

Target 2016/17 2017/18 2018/19
Department Savings Shortfall Projected Projected
2016/17 shortfall shortfall
£000's £000's £000's £000's
Corporate Services 2,316 288 30 30
Children Schools and
Families 2,191 0 0 0
C&H Savings in
16/17 is
mitigated by
) ) growth received
Community and Housing 5,379 1,727 in 17/18. 0
Environment and
Regeneration 4,771 2,269 627 240
Total 14,657 4,284 657 270

Appendix 7 details the progress on savings for 2016/17 by department and the impact on the current

year.
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6.1

7.1

8.1

9.1

10.

10.1

11.

111

12.

12.1

13.

14.

14.1

15.

CONSULTATION UNDERTAKEN OR PROPOSED

All relevant bodies have been consulted.

TIMETABLE

In accordance with current financial reporting timetables.

FINANCIAL, RESOURCE AND PROPERTY IMPLICATIONS

All relevant implications have been addressed in the report.

LEGAL AND STATUTORY IMPLICATIONS

All relevant implications have been addressed in the report.

HUMAN RIGHTS, EQUALITIES AND COMMUNITY COHESION IMPLICATIONS
Not applicable

CRIME AND DISORDER IMPLICATIONS

Not applicable

RISK MANAGEMENT AND HEALTH AND SAFETY IMPLICATIONS

The emphasis placed on the delivery of revenue savings within the financial monitoring report

will be enhanced during 2016/17, the risk of part non-delivery of savings is already contained
on the key strategic risk register and will be kept under review.

APPENDICES — THE FOLLOWING DOCUMENTS ARE TO BE PUBLISHED WITH THIS
REPORT AND FORM PART OF THE REPORT

Appendix 1- Detailed position table

Appendix 2 — Detailed Corporate Items table

Appendix 3 — Pay and Price Inflation

Appendix 4 — Treasury Management: Outlook

Appendix 5a — Current Capital Programme 2017/18

Appendix 5b — Adjustments to the Current Capital Programme 2017/18
Appendix 5¢ — Funding Current Capital Programme 2017/18 & 2018/19
Appendix 6 — Progress on savings 2017/18

Appendix 7 — Progress on savings 2016/17

BACKGROUND PAPERS
Budgetary Control files held in the Corporate Services department.

REPORT AUTHOR

— Name: Roger Kershaw
— Tel: 020 8545 3458
— email: roger.kershaw@merton.gov.uk
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APPENDIX 1

Summary Position as at 315t October 2017

Department _ _ _ _ _ _ _
3A.Corporate Services 10,865 11,582 15,414 15,928 11,199 (383) (217) (1,287)

3B.Children, Schools and Families 52,579 53,915 | 109,407 15,684 55,473 1,558 1,138 1,154
3C.Community and Housing _ - _ - _ -
Adult Social Care 59,401 59,465 28,434 29,910 60,627 1,162 1,083 9,056
Libraries & Adult Education 2,693 2,739 1,204 1,571 2,737 2) 31 413
Housing General Fund 2,222 2,221 1,041 1,014 2,484 263 257 655
3D.Public Health 0 ©) (1,834) (3,618) (20) (20) (25) 16
3E.Environment & Regeneration 23,183 23,380 9,533 (5,281) 22,860 (520) (299) 1,011
Overheads 0 0 0 0 0 0 0 12

3E.Corporate Items

Impact of Capital on revenue budget 13,415 13,415 3,351 1,474 13,265 (150)' (150) 193
Other Central items 19,224) | 1,571 | (5,812 925) | (22,035) (464) @31) | (8329)
Levies 933 933 479 479 933 0 0 0
Funding

- Business Rates (35,483) | (35,483) 0 (4,880) | (35,483) 0 0 0
-RSG (15,520) | (15,520) | (9,178) 9.178) | (15,520) 0 0 0
- Section 31 Grant (1,035) | (1,035) (619) (619) |  (1,035) 0 0 5
- New Homes Bonus (4150) | (4,150) | (2.114) (2114) | (4,150 0 0 (542)
- PFI Grant @797 | (4797) | (2,398) (2,398) | (4,797 0 0 0
- Adult Social Care Grant 2017/18 751 751 0 0 751 0 0 0
Collection Fund - Council Tax Surplus(-)/Deficit (1,386) (1,386) 0 0 (1,386) 0 0 0
Collection Fund - Business Rates Surplus(-

)/Deficit (380) (380) 0 0 (380) 0 0 0
Council Tax 0 0 0 0 0 0 0 0
- General (82,244) | (82,244) 0 0| (82,244 0 0 0
-WPCC 318 318 0 0 318 0 0 0
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Appendix 2

Year Forecast | Forecast
to Year to Full Variance | Variance
Original | Current Date Date Year at year at year Outturn
Council | Budget | Budget | Budget | Actual | Forecast end end Variance
3E.Corporate Items | 2017/18 | 2017/18 | 2017/18 | (Oct) | (Oct) | (Oct) (Oct.) (Sep) | 2016/17
£000s £000s £000s | £000s | £000s £000s £000s £000s £000s
Cost of Borrowing 13,415 | 13,415 | 13,415| 3,351 1,474 13,265 (150) (150) 193
Impact of Capital on
revenue budget 13,415 | 13,415| 13,415| 3,351 1,474 13,265 (150) (150) 193
Investment Income (1,186) | (1,186) | (1,186) (593) (193) (800) 386 519 (176)
Pension Fund 3,350 3,350 3,350 0 0 3,350 0 0 (498)
Provision for excess 451 451 436 0 336 (100) 0 (439)
inflation
Utilities Inflation Provision 300 300 300 0 300 0 0 (300)
Pay and Price Inflation 751 751 736 0 0 636 (100) 0 (739)
Contingency 1,500 1,500 1,500 0 1,250 (250) (250) (821)
Single Status/Equal Pay 100 100 100 3 100 0 0 (60)
Bad Debt Provision 500 500 500 0 500 0 0 (271)
Loss of income arising 400 400 400 0 0 (400) (400) (400)
from P3/P4
Loss of HB Admin grant 200 200 179 0 79 (100) (100) (200)
Reduction in Education 819 819 0 0 0 0 0 0
Services Grant
Apprenticeship Levy 450 450 450 188 | (149) 450 0 0 0
Revenuisation and 889 889 1,276 585 1,276 0 0 (1,743)
miscellaneous
Contingencies and 4,858 4,858 4,406 188 439 3,656 (750) (750) (3,495)
provisions
Other income 0 0 0 0 (12) 0 0 0 (280)
CHAS IP/Dividend (1,152) | (1,152) | (1,152) 0| (1,152) 0 0 (50)
Income items (1,152) | (1,152) | (1,152) 0 (12) (1,152) 0 0 (330)
Appropriations: CS (667) (667) | (1,316) | (1,316) (661) (1,316) 0 0 0
Reserves
Appropriations: E&R 4 4 (450) (450) (143) (450) 0 0 2
Reserves
Appropriations: CSF 283 283 2 2 140 2 0 0 0
Reserves
Appropriations: C&H (104) (104) (150) (150) (46) (150) 0 0 0
Reserves
Appropriations:Public (600) (600) (600) (600) 0 (600) 0
Health Reserves
Appropriations:Corporate (2,443) | (2,443) | (2,893) | (2,893) (450) (2,893) 0 0 (3,093)
Reserves
Appropriations/Transfers (3,528) | (3,528) | (5,407) | (5,407) | (1,160) (5,407) 0 0 (3,091)
Depreciation and (22,318) | (22,318) | (22,318) 0 0| (22,318) 0 0 0
Impairment
Central Iltems (5,809) | (5,809) | (8,156) | (2,461) 549 (8,770) (614) (381) (8,136)
Levies 933 933 933 479 479 933 0 0 0
TOTAL CORPORATE (4,876) | (4,876) | (7,223) | (1,983) 1,028 | (7,837) (614) (381) (8,136)
PROVISIONS
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Appendix 3

Pay and Price Inflation as at October 2017

In 2017/18, the budget includes 1% for increases in pay and 1.5% for increases in general prices,
with an additional amount of £0.451m which is held to assist services that may experience price
increases greatly in excess of the inflation allowance provided when setting the budget. With CPI
inflation currently at 3.0% and RPI at 3.9% this budget will be held and it will only be released when it
is certain that it will not be required.

Pay:

The local government pay award for 2017/18 was agreed last year covering 2016/17 and 2017/18.
For the lowest paid (those on spinal points 6-17) this agreed a pay rise of between 6.6% and 1.01%
in the first year, and between 3.4% and 1.3% in 2017/18. Those on spinal points 18-49 received 1%
in year one and the same again in 2017/18. The offer also included a joint review of the NJC pay
spine and term-time working for school support staff. Departmental budgets include provision for the
2017/18 pay award.

Prices:

The Consumer Prices Index (CPI) 12-month rate was 3.0% in October 2017, unchanged from
September 2017. The inflation rate for food and non-alcoholic beverages continued to increase to
4.1%, the highest since September 2013.

Rising prices for food and, to a lesser extent, recreational goods provided the largest upward
contributions to change in the rate between September 2017 and October 2017. The upward
contributions were offset by falling motor fuel and furniture prices.

CPIH, a measure of UK consumer price inflation that includes owner occupiers’ housing costs, 12-
month inflation rate was 2.8% in October 2017, unchanged from September 2017. Owner occupiers’
housing costs remained unchanged between September 2017 and October 2017, having risen a year
ago.

The RPI 12-month rate for October 2017 stood at 4.0%, up from 3.9% in September 2017..

Outlook for inflation:

The Bank of England’s Monetary Policy Committee (MPC) sets monetary policy to meet the 2%
inflation target and in a way that helps to sustain growth and employment. At its meeting ending on 1
November 2017, the Committee voted by a majority of 7-2 to increase Bank Rate by 0.25% to 0.5%.
The Committee voted unanimously to maintain the stock of sterling non-financial investment-grade
corporate bond purchases, financed by the issuance of central bank reserves, at £10 billion. The
Committee also voted unanimously to maintain the stock of UK government bond purchases,
financed by the issuance of central bank reserves, at £435 billion. The November 2017 Inflation
Report was published on the 2 November 2017. The next MPC meeting to agree the Bank Base
Rate will be held in mid December.

In the November 2017 Inflation Report, the MPC noted that “CPI inflation rose to 3.0% in September.
It is expected to peak at 3.2% in October, as increases in

imported costs — stemming from the past fall in sterling and a more recent pickup in global energy
prices — are passed on to consumer prices. Inflation is then expected to fall back as past rises in
energy prices drop out of the annual comparison and as the pass-through of rises in other import
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prices progresses. Alongside that moderation in external pressures, however, domestic inflationary
pressures are likely to build to more normal levels.”

In terms of prospects for inflation, the MPC state that “CPI inflation has risen further above the 2%
target as companies pass on the higher costs stemming from the lower level of sterling.
Unemployment has continued to fall and the extent of spare

capacity in the economy now seems limited. Moreover, the pace at which the economy can grow
without generating inflationary pressure has fallen over recent years. Over the MPC'’s forecast period,
conditioned on a path for Bank Rate that rises to 1% by the end of 2020, demand is projected to grow
at a pace that uses up the remaining slack in the economy. As imported inflationary pressures wane,
domestic pressures build. Inflation is projected to remain slightly above the 2% target at the three-
year point.”

The latest inflation and unemployment forecasts for the UK economy, based on a summary of
independent forecasts are set out in the following table:-

Table 11: Forecasts for the UK Economy

Source: HM Treasury - Forecasts for the UK Economy (November 2017)

2017 (Quarter 4) Lowest % | Highest % | Average %
CPI 2.7 3.2 3.0
RPI 3.6 4.4 4.0
LFS Unemployment Rate 4.1 4.7 4.3
2018 (Quarter 4) Lowest % | Highest % | Average %
CPI 1.6 3.0 2.4
RPI 2.5 3.8 3.1
LFS Unemployment Rate 3.7 5.1 4.5

Clearly where the level of inflation during the year exceeds the amount provided for in the budget, this
will put pressure on services to stay within budget and will require effective monitoring and control.

Independent medium-term projections for the calendar years 2017 to 2021 are summarised in the
following table:-

Source: HM Treasury - Forecasts for the UK Economy (November 2017)
2017 2018 2019 2020 2021
% % % % %
CPI 2.7 2.6 2.2 2.1 2.0
RPI 3.6 3.5 3.1 3.2 3.1
LFS Unemployment Rate 4.4 4.4 4.5 4.4 4.5
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Appendix 4
Treasury Management: Outlook

At its meeting ending on 1 November 2017, the Committee voted by a majority of 7-2 to increase
Bank Rate by 0.25% to 0.5%, the first increase since July 2007. The Committee voted unanimously to
maintain the stock of sterling non-financial investment-grade corporate bond purchases, financed by
the issuance of central bank reserves, at £10 billion. The Committee also voted unanimously to
maintain the stock of UK government bond purchases, financed by the issuance of central bank
reserves, at £435 billion.

In the Bank of England’s Monetary Policy Summary, published as part of the November 2017 Inflation
report the MPC noted that “CPlI inflation rose to 3.0% in September. The MPC still expects inflation to
peak above 3.0% in October, as the past depreciation of sterling and recent increases in energy
prices continue to pass through to consumer prices. The effects of rising import prices on inflation
diminish over the next few years, and domestic inflationary pressures gradually pick up as spare
capacity is absorbed and wage growth recovers. On balance, inflation is expected to fall back over
the next year and, conditioned on the gently rising path of Bank Rate implied by current market yields,
to approach the 2% target by the end of the forecast period.”

In the Bank of England’s quarterly Inflation report for November 2017, the MPC set out its most
recent assessment of the outlook for inflation and activity and outlined its view on the long-term
outlook for interest rates. The MPC'’s view is that the Brexit negotiations are weighing heavily on the
UK economic outlook and that “the overshoot of inflation throughout the forecast predominantly
reflects the effects on import prices of the referendum-related fall in sterling. Uncertainties associated
with Brexit are weighing on domestic activity, which has slowed even as global growth has risen
significantly. And Brexit-related constraints on investment and labour supply appear to be reinforcing
the marked slowdown that has been increasingly evident in recent years in the rate at which the
economy can grow without generating inflationary pressures.”

In terms of prospects for future changes to the Bank Base Rate the MPC in the November 2017
Inflation Report state that “Over the past few months, market expectations for the path of Bank Rate
have risen. The MPC'’s projections are conditioned on a path that implies a gradual rise in Bank Rate
to 1.0% by the end of 2020, and is around ¥ percentage point higher than that in the August 2017
Report. The exchange rate has been volatile but starts the projection at a similar level to August.
Overall, there is a little less monetary stimulus in these projections than assumed in August. The 18%
decline in sterling since late 2015 largely reflects

financial market participants’ judgements about the impact of Brexit on the United Kingdom. Those
judgements depend on assumptions about the United Kingdom'’s trading relationships after Brexit and
about the transition to those arrangements.”

The MPC'’s forecasts of Bank Base Rate in recent Quarterly Inflation Reports which were made pre-
Brexit up to May 2016 are summarised in the following table:-
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End End End End End End End End End End End End End
Q4 Q.1 Q.2 Q.3 Q.4 Q.1 Q.2 Q.3 Q.4 Q.1 Q.2 Q.3 Q.4
2017 2018 | 2018 | 2018 | 2018 | 2019 | 2019 | 2019 | 2019 | 2020 | 2020 | 2020 | 2020

Nov.’17 0.4 0.5 0.6 0.7 0.7 0.8 0.8 0.8 0.9 0.9 0.9 1.0 1.0

Aug.’17 0.3 0.4 0.4 0.5 0.5 0.5 0.6 0.6 0.7 0.7 0.7 0.8

May ‘17 0.2 0.3 0.3 0.3 0.3 0.4 0.4 0.4 0.5 0.5 0.5

Feb'17 0.3 0.3 0.4 0.4 0.4 0.5 0.5 0.6 0.6 0.7

Nov.’16 0.2 0.2 0.2 0.3 0.3 0.3 0.3 0.4 0.4

Aug.'16 0.1 0.1 0.1 0.1 0.2 0.2 0.2 0.2

May ‘16 0.5 0.6 0.6 0.6 0.7 0.7 0.8

Feb. ‘16 0.8 0.8 0.9 1.0 1.0 1.1

Nov ‘15 1.0 1.1 1.1 1.2 1.3

Aug.’15 1.5 1.6 1.7 1.7

May ‘15 1.3 1.3 14

Feb.’15 1.1 1.1

Nov ‘14 1.7

Source: Bank of England Inflation Reports

The MPC makes its decisions in the context of the monetary policy forward guidance announced
alongside the publication of the August 2013 Inflation Report. This guidance was summarised and
reported in the July 2013 monitoring report.

The Inflation Report for February 2014 provided a summary of the Bank of England’s approach to its
proposed monetary policy as the economy recovers and once the unemployment threshold has been
reached:-

e The MPC sets policy to achieve the 2% inflation target, and, subject to that, to support the

Government’s economic policies, including those for growth and employment.

Despite the sharp fall in unemployment, there remains scope to absorb spare capacity further
before raising Bank Rate.

When Bank Rate does begin to rise, the appropriate path so as to eliminate slack over the next
two to three years and keep inflation close to the target is expected to be gradual.

The actual path of Bank Rate over the next few years will, however, depend on economic
developments.

Even when the economy has returned to normal levels of capacity and inflation is close to the
target, the appropriate level of Bank Rate is likely to be materially below the 5% level set on
average by the Committee prior to the financial crisis.

The MPC intends to maintain the stock of purchased assets at least until the first rise in Bank
Rate.

Monetary policy may have a role to play in mitigating risks to financial stability, but only as a last
line of defence if those risks cannot be contained by the substantial range of policy actions
available to the Financial Policy Committee and other regulatory authorities.

Changes to the Bank Base Rate will depend on how quickly the economy recovers and will be set to
achieve the inflation target of 2%.

The MPC sets monetary policy to meet the 2% target in the medium term and in a way that helps to
sustain growth and employment.
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Capital Programme October 2017 Monitoring

Appendix 5a

Year to Date Full Year
Narrative . . Full
. Revised Final
Actuals Budget Variance Budget Forecast VaT;?wrce
Capital 10,858,084 | 27,016,703 | (16,158,620) | 51,527,550 | 49,351,034 | (2,176,516)
Corporate Services 1,385,680 9,009,577 | (7,623,897) | 23,744,950 | 22,066,784 | (1,678,166)
Business Improvement 186,953 442,344 (255,391) 1,810,280 2,736,254 925,974
Customer Contact Programme 6,557 6,557 1,006,420 1,716,118 709,698
IT Systems Projects 92,565 229,574 (137,009) 405,460 436,840 31,380
Social Care IT System 87,831 212,770 (124,939) 398,400 583,296 184,896
Facilities Management Total 472,293 (744,167) 1,216,460 2,658,030 2,633,063 (24,967)
Works to other buildings 187,847 182,500 5,347 457,500 432,500 (25,000)
Civic Centre 938 108,333 (107,395) 275,000 275,000 0
Invest to Save schemes 284,977 | (1,235,000) 1,519,977 1,478,720 1,478,753 33
Water Safety Works 11,123 75,000 (63,877) 153,990 153,990 0
Asbestos Safety Works (12,591) 125,000 (137,591) 292,820 292,820
Infrastructure & Transactions 724,284 630,000 94,284 2,268,190 2,268,187 3
Disaster recovery site 91,340 245,000 (153,660) 513,790 513,790 0
Planned Replacement
Programme 632,943 385,000 247,943 1,754,400 1,754,397 3
Resources 2,150 86,000 (83,850) 165,870 124,870 (41,000)
Financial System (1,450) (1,450) 18,070 18,070 0
ePayments System 3,600 45,000 (41,400) 106,800 106,800 0
Invoice Scanning SCIS/FIS 41,000 (41,000) 41,000 (41,000)
Corporate ltems 8,595,400 | (8,595,400) | 16,842,580 | 14,304,410 | (2,538,170)
Acquisitions Budget 0 6,372,180 5,080,410 | (1,291,770)
Capital Bidding Fund (592,600) 592,600 1,246,400 (1,246,400)
Housing Company 9,188,000 | (9,188,000) 9,188,000 9,188,000 0
Multi Functioning Device (MFD) 0 36,000 36,000 0
Community and Housing 392,284 896,541 (504,257) 1,801,580 1,801,580 0
Adult Social Care 13,883 57,066 (43,183) 39,850 39,850 0
ASC IT Equipment 13,883 20,616 (6,733) 39,850 39,850 0
Telehealth 36,450 (36,450) 0
Housing 355,382 155,155 200,227 962,490 962,490 0
Disabled Facilities Grant 355,382 155,155 200,227 962,490 962,490 0
Libraries 23,019 684,320 (661,301) 799,240 799,240 0
Library Enhancement Works 1,897 200,000 (198,103) 200,000 200,000 0
Major Library Projects 20,842 534,320 (513,478) 599,240 599,240 0
Libraries IT 280 (50,000) 50,280 0
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Appendix 5a

Year to Date Full Year
Narrative . . Full
Actuals Budget Variance Revieet e Year
9 Budget Forecast Variance

Children Schools & Families 2,748,120 6,034,570 | (3,286,450) 7,834,530 7,312,648 (521,882)
Primary Schools (261,006) 946,810 | (1,207,816) 1,248,430 1,220,560 (27,870)
West Wimbledon 43,910 (43,910) 50,000 50,000 0
Hatfeild 8,112 55,870 (47,758) 69,200 44,330 (24,870)
Hillcross 35,559 40,310 (4,751) 40,310 40,310 0
Joseph Hood 14,919 25,500 (10,581) 28,220 27,220 (1,000)
Dundonald (121,295) 50,000 (171,295) 116,070 116,070 0
Merton Abbey 45 45 0
Merton Park 10,469 10,900 (431) 10,900 10,900 0
Pelham 50,000 (50,000) 50,000 50,000 0
Poplar (8,569) (8,569) 1,000 (1,000)
Wimbledon Chase 38,196 81,000 (42,804) 81,000 78,500 (2,500)
Wimbledon Park 20,000 (20,000) 20,000 20,000 0
Malmesbury 33,400 (33,400) 33,400 33,400 0
Morden 12,716 110,000 (97,285) 110,000 110,000 0
Liberty 16,360 (16,360) 16,360 16,360 0
Links 1,458 16,050 (14,592) 16,050 16,050 0
Singlegate 17,639 64,000 (46,361) 213,290 213,290 0
St Marks 1,056 93,300 (92,244) 93,300 93,300 0
Lonesome 34,287 37,000 (2,713) 98,500 100,000 1,500
Sherwood 82,510 (82,510) 82,510 82,510 0
Stanford 1,056 48,000 (46,944) 48,000 48,000 0
William Morris 26,000 40,200 (14,200) 41,820 41,820 0
Unlocated Primary School Proj (316,315) (316,315) 0
St Mary's (RC) (16,338) 28,500 (44,838) 28,500 28,500 0
Secondary School 2,162,026 3,931,460 | (1,769,434) 4,458,980 4,047,418 (411,562)
Harris Academy Morden 0 50,060 30,060 (20,000)
Harris Academy Merton 1,930,430 2,273,990 (343,560) 3,061,900 3,127,020 65,120
St Mark's Academy 0 0
Rutlish 71,910 (8,000) 79,910 80,000 88,000 8,000
Harris Academy Wimbledon 159,686 1,665,470 | (1,505,784) 1,267,020 802,338 (464,682)
SEN 634,827 994,580 (359,753) 1,658,340 1,580,790 (77,550)
Perseid 503,077 763,510 (260,433) 1,277,270 1,277,720 450
Cricket Green 760 273,140 (272,380) 273,140 273,070 (70)
Secondary School Autism Unit 20,000 (20,000) 30,000 30,000 0
Unlocated SEN 130,990 (62,070) 193,060 77,930 (77,930)
CSF Schemes 212,273 161,720 50,553 468,780 463,880 (4,900)
CSF - IT Schemes 0 0
School Equipment Loans 0 104,900 100,000 (4,900)
Devolved Formula Capital 212,273 161,720 50,553 363,880 363,880 0
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Year to Date Full Year
Narrative . : Full
Actuals Budget Variance REMER A Year
9 Budget Forecast Variance

Environment and Regeneration 6,331,999 | 11,076,015 | (4,744,016) | 18,146,490 | 18,170,022 23,532
Public Protection and

Developm 177,901 107,370 70,531 203,240 202,740 (500)
Off Street Parking - P&D 0 0
CCTV Investment 166,941 95,870 71,071 191,740 191,740 0
Public Protection and Developm 10,960 11,500 (540) 11,500 11,000 (500)
Street Scene & Waste (75,334) 1,544,580 | (1,619,914) 1,640,080 1,640,080 0
Fleet Vehicles 142,302 330,000 (187,698) 350,000 350,000 0
GPS Vehical Tracking Equipment 71,778 109,990 (38,212) 159,990 159,990 0
Alley Gating Scheme 26,998 20,000 6,998 40,000 40,000 0
Smart Bin Leases - Street Scen 0 5,500 5,500 0
Waste SLWP (316,412) 1,084,590 | (1,401,002) 1,084,590 1,084,590 0
Sustainable Communities 6,229,432 9,424,065 | (3,194,633) | 16,303,170 | 16,327,202 24,032
Street Trees 7,656 33,300 (25,644) 60,000 60,000 0
Highways & Footways 2,805,227 3,481,118 (675,891) 4,414,750 4,433,430 18,680
Cycle Route Improvements 340,791 477,140 (136,349) 904,440 904,440 (0)
Mitcham Transport Improvements 1,358 147,451 (146,094) 307,880 307,880 0
Electric Vehicle Infrastructur 15,000 (15,000) 15,000 15,000 0
Unallocated Tfl 0 0
Tackling Traffic Congestion 240,374 278,040 (37,666) 410,950 410,950 0
Industrial Estates (325,870) 325,870 0
Colliers Wood Area Regeneratio 157,283 188,610 (31,327) 188,610 200,610 12,000
Mitcham Area Regeneration 808,165 1,035,248 (227,083) 2,082,260 2,082,260 0
Morden Area Regeneration 0 0
Borough Regeneration 87,979 129,870 (41,891) 129,870 129,870 0
Morden Leisure Centre 1,621,301 3,556,668 | (1,935,367) 6,773,710 6,773,710 0
Sports Facilities 28,277 6,500 21,777 530,960 524,460 (6,500)
Parks 131,023 347,100 (216,077) 430,850 430,702 (148)
Mortuary Provision 53,890 (53,890) 53,890 53,890 0
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Capital Programme Funding Summary 2017/18

Funded from Funded by
Narrative Merton’s Grant & Capital Total
Resources Contributions

£000s £000s £000s
Revised Funding - September 2017 Monitoring 37,215 14,156 51,371
Community and Housing
Donald Hope Library - Finance Lease 501 0 501
Telehealth 0 (44) (44)
Libraries I.T (100) 0 (100)
Environment and Regeneration
Morden TfL 0 (200) (200)
Revised Funding - October 2017 Monitoring 37,616 13,912 51,528

Capital Programme Funding Summary 2018/19

Funded Funded by
. from Grant &
Narrative Merton's Capital Total
Resources Contributions

£000s £000s £000s
Proposed Programme - September Monitoring 40,590 21,083 61,673
Community and Housing
Telehealth 0 44 44
Libraries I.T 100 0 100
Proposed Programme - October Monitoring 40,690 21,126 61,816
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Target 2017/18 2018/19
. 2016/17 . .
Department Savings Shortfall Projected Projected
2016/17 shortfall shortfall
£000's £000's £000's £000's
Corporate Services 2,316 288 30 30
Children Schools and Families 2,191 0 0 0
C&H Savings in
16/17 is mitigated
by growth received
Community and Housing 5,379 1,727 in 17/18. 0
Environment and Regeneration 4,771 2,269 627 240
Total 14,657 4,284 657 270
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	11 Financial Monitoring Report 2017-18 - October 2017
	Period 7 October 2017 Cabinet Report
	Subject:  Financial Report 2017/18 – October 2017
	1. PURPOSE OF REPORT AND EXECUTIVE SUMMARY
	1.1 This is the financial monitoring report for period 7, 31st October 2017 presented in line with the financial reporting timetable.
	This financial monitoring report provides:-
	 The income and expenditure at period 7 and a full year forecast projection.
	 An update on the capital programme and detailed monitoring information;
	2. THE FINANCIAL REPORTING PROCESS
	2.3  2017/18 FORECAST OUTTURN BASED UPON LATEST AVAILABLE DATA
	Overview
	Corporate Items - £290k under
	Environment & Regeneration
	Overview
	Public Protection

	1,011
	(299)
	(520)
	Waste Services overspend of £365k
	Children Schools and Families
	Overview

	At the end of October Children Schools and Families had a forecast overspend of £1.659m on local authority funded services. Although the department received £1m growth which was allocated against placement budgets, there were pressures over and above ...
	The forecast overspend also includes the cost for agency staff (£480k) which was funded from the Corporate Contingency for the last three years to enable the department to maintain safe caseloads as  part of our agreed approach and service model.
	Due to the volatile nature of placement and SEN transport budgets and the current volume of CSC activity and EHCP requests we are exercising appropriate demand management balancing our education and social care statutory duties with careful and consid...
	Local Authority Funded Services
	Dedicated Schools Grant
	Management Action

	Community and Housing is now forecasting an over spend of £1.4m as at October 2017.  This is an increase of £57k since period 6 (September).
	The position has remained stable although the service continues to encounter many challenges.
	Appendix 2 –  Detailed Corporate Items table
	Appendix 4 –  Treasury Management: Outlook
	 Name: Roger Kershaw
	 Tel: 020 8545 3458
	 email:   roger.kershaw@merton.gov.uk


	Appendix 6 -Progress on savings 17-18
	summary
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	CSF
	CS
	E&R

	Appendix 7 -  Progress on savings 16-17
	summary
	C&H
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	CS
	E&R



