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Agenda Item 4

Committee: Council
Date: 5 March 2014

Agenda item:

Wards: All

Subject: Business Plan 2014-18

Lead officer: Caroline Holland, Director of Corporate Services

Lead member: Councillor Mark Allison, Deputy Leader and Cabinet Member
for Finance

Key Decision Reference Number: This report is written and any decisions taken
are within the Budget and Policy Framework Procedure Rules as laid out in Part
4-C of the Constitution.

Contact officer: Paul Dale

Urgent report:

Reason for urgency: The Mayor has approved the submission of this report as a
matter of urgency as it provides the latest available information on the Business
Plan and Budget 2014/15 and requires consideration of issues relating to the
Budget process and Medium Term Financial Strategy 2014-2018. It is important
that this consideration is not delayed in order that the Council can work towards a
balanced budget at its meeting on 5 March 2014 and set a Council Tax as
appropriate for 2014/15.

Recommendations:

1. That the Council agrees the Business Plan 2014-18 including:-

» the General Fund Budget;

= the Council Tax Strategy for 2014/15 equating to a Band D Council Tax
of £1,102.25, which means that Merton qualifies for Council Tax Freeze
Grant;

» the Medium Term Financial Strategy (MTFS) for 2014-2018;

» the Capital Investment Programme (as detailed in Annex 1 to the Capital
Strategy);

= the Capital Strategy (Section 1: Part A of the Business Plan)
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= the Treasury Management Strategy (Section 1: Part A of the Business
Plan), including the detailed recommendations in that Section ,
incorporating the Prudential Indicators

as set out in this report, and agrees the formal resolutions as set out in
Appendix 1 to this report.

1.1

1.2

1.3

1.4

21

22

Purpose of report and Executive Summary

At its meeting on 17 February 2014,Cabinet considered two reports which
concerned the detailed structure and scrutiny of the Council’'s Business Plan
for 2014-18, including the Budget and Council Tax for 2014/15, the MTFS
for 2014-18 and the Capital Strategy and Investment Programme for
2014-18.

The two reports were:-

¢ Reference from the Overview and Scrutiny Commission - pre
decision scrutiny of the Business Plan 2014-2018 (Agenda ltem 5)

e Business Plan 2014-18 (Agenda ltem 4)

The Cabinet resolutions in respect of these two reports are summarised in
Appendix 12.

This report summarises the work that has been undertaken since April 2013
towards formulating the Business Plan 2014-18 including the Budget for
2014/15, Medium Term Financial Strategy 2014-18 and Capital Strategy
2014-18. It describes the steps taken to ensure that business planning is
integrated with financial planning. It sets out details of how the budget has
been structured to ensure that a balanced budget is set for 2014/15 and
progress towards a balanced budget over the medium term. A separate
section is provided for Schools budgets.

Introduction

This report provides a comprehensive presentation of all issues relevant to
the formulation of the Council’s Business Plan for the period 2014-2018.

The report includes details about the General Fund revenue budget and

explains how this information has been used to produce a draft budget and
Council Tax levy.
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2.3

24

241

25

The Council’s Business Plan 2014-18 consists of a number of key elements
and the report is structured into three sections for ease of reference :-

e Section 1: Business Plan 2014-18 including the Medium Term Financial
Strategy, the overarching financial strategy, which brings together
individual elements of the budget and reviews the strategic aims and key
issues and assumptions.

- Part A: The Capital Programme and the Capital Strategy;
- Part A: The Treasury Management Strategy

e Section 2: The General Fund Revenue Budget and Council Tax strategy;

e Section 3: Schools budgets — funded by Dedicated Schools Grant (DSG)

The Scrutiny Function

The Overview and Scrutiny Commission and Panels considered the draft
capital programme 2014-18 during the November 2013 cycle of meetings
and feedback from this scrutiny process was considered by Cabinet on 9
December 2013. Cabinet considered revenue savings proposals at its
meeting on 9 December 2013 and referred them, along with the capital
programme and service plans, to the Overview and Scrutiny Panels and
Commission for consideration during the January 2014 cycle of meetings.

During the January 2014 cycle of meetings the available details relating to
the MTFS, revenue and capital budgets and the Business Plan have been
considered by the Scrutiny Panels on the following dates:-

Sustainable Communities Overview & Scrutiny Panel 9 January 2014

Children and Young People Overview & Scrutiny Panel 14 January 2014

Healthier Communities & Older People Overview & 15 January 2014
Scrutiny Panel
Overview and Scrutiny Commission 30 January 2014

Feedback from Scrutiny Process

A summary of findings and recommendations from the Overview and
Scrutiny Commission was provided in a comprehensive report on the
scrutiny of the Business Plan 2014-18 as a separate report to Cabinet on 17
February 2014. Appendix 12 to this report provides the Cabinet resolutions
made at its meeting on 17 February 2014 in response to the Overview and
Commission.
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2.6

2.7

3.1

3.2

4.1

5.1

5.2

5.3

This report incorporates the outcome of the final Local Government Finance
Settlement. Appendix 1 provides the Council Tax resolutions.

Delivery of the Business Plan, including the budget and service plans, will
be monitored throughout the year in line with the corporate Performance
Management Framework.

Business Planning

Further information about the Business Plan 2014-18 is included in
Section 1 of this report.

The financial impact of the Business Plan is reflected in the budget
proposals in this report.

Financial, resource and property implications

All relevant implications are included in the report with further details in the
appendices.

Legal and statutory implications

The Local Government Act 2003 requires the Chief Finance Officer to report
to Council as part of the budget process on the robustness of the estimates
and the adequacy of the proposed financial reserves. The Council is
required by the Local Government Finance Act 1992 to make specific
estimates of gross revenue expenditure and anticipated income leading to
the setting of the overall budget and council tax. The amount of council tax
must be sufficient to meet the council's legal and financial commitments,
ensure the proper discharge of its statutory duties and lead to a balanced
budget.

The Localism Act 2011 amended the legislation regarding the calculation of
council tax. It also provides for a council tax referendum to be held if an
authority increases its relevant basis amount of council tax in excess of
principles determined by the Secretary of State. The Secretary of State has
ruled that most principal authorities, which includes Merton council,
proposing increases which exceed 2% or more will need to hold a
referendum.

In considering the budget for 2014/15, members must consider the on-going
duties under the Equality Act 2010 to have due regard to the need to
eliminate unlawful discrimination, harassment and victimisation; and
advance equality of opportunity between people who share a protected
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5.4

6.1

6.2

6.3

6.4

71

7.2

characteristic and those who do not; and foster good relations between
those who share a protected characteristic and those who do not. Members
must consider how the decisions will contribute to meeting these duties in
light of other relevant circumstances such as economic and practical
considerations.

The Council's processes for the development and adoption of the budget
are set out in the Budget and Policy Framework Procedure Rules contained
in Part 4C of the Constitution.

Human Rights, Equalities and Community Cohesion Implications

In identifying spending reductions, services where at all feasible, have
sought to minimise the impact of the reductions on traditionally
disadvantaged groups. The proposed budget reflects the Council’s
spending priorities for the year and the Council’s core commitment to equal
opportunities in employment and service delivery. The Council has a
corporate policy of endeavouring to redeploy staff affected by reorganisation
and other staffing changes. Every effort is therefore made to redeploy any
staff affected by spending reductions.

A number of meetings with Staff Side have taken place and they have been
advised of the Council’s savings proposals and consultation is ongoing.

It is anticipated that the Budget will be set at a level which enables the
Council to continue to be Human Rights compliant.

Equality and community issues are also addressed in savings proposals.
Equalities impact assessments of savings proposals have been provided
and these were discussed at Scrutiny and Cabinet meetings.

Risk Management and Health and Safety Implications

Each saving proposal has been assessed in terms of service impact and
reputational impact and these have been included in reports to the Scrutiny
Panels.

In setting the budget the level of risk has been an important factor in setting
the assumptions on which the overall budget is based. The level of reserves
and balances, as well as the level of contingencies available have been
taken into account as well as an assessment of pressures identified as part
of current year monitoring. Account has also been taken, as far as possible,
of the likely impact of expected legislative and technical changes.
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7.3

8.1

8.2

8.3

8.4

Risk management and health and safety implications were considered as
part of the Capital Strategy.

Consultation undertaken or proposed

Regular reports have been made on progress on the Business Plan to
Cabinet on 16 September 2013, 21 October 2013, 11 November 2013, 9
December 2013, 20 January 2014 and 17 February 2014.

In addition, Scrutiny Panels and the Overview and Scrutiny Commission
have had two rounds of scrutiny on the proposed budget and Business Plan.

In accordance with statute, consultation took place with business ratepayers
at a meeting on 13 February 2013. At the meeting were representatives
from the Wimbledon Chamber of Commerce, Federation of Small
Businesses and some local business owners. Topics discussed were the
Government’s retail offer of discounts for small businesses, the local
hardship scheme and the new business incentive scheme. Details of
assistance for businesses and loans available was also shared and
signposted on the website at
http://www.merton.gov.uk/business/businesssupport.htm

Further, regarding the capital programme, meetings of the Capital
Programme Board were held, consisting of key officers from each
department.

Appendices - the following documents are to be published with this
report and form part of the report

SECTION 1: BUSINESS PLAN 2014-18

SECTION 2: GENERAL FUND BUDGET AND COUNCIL TAX STRATEGY

Appendix 1: Draft Resolutions to Council

Appendix 2: Local Government Finance Settlement 2014-2016

Appendix 3: Collection Fund, Council Tax Base, NNDR1 and
Funding Methodology

Appendix 4: Other Corporate items in the MTFS

Appendix 5: Analysis of the transition from Council in March 2013
to a balanced budget

Appendix 6: Statement of Council Tax requirements and balances

Appendix 7: Revised MTFS incorporating changes
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Appendix 8:
Appendix 9:

Appendix 10(a):
Appendix 10(b):

Appendix 11:
Appendix 12:
Appendix 13:

Reserves

Risk Analysis for the General Fund

Merton Council Draft Retail Property Discount Policy
Merton Council Draft Retail Premises Re-Occupation
Discount Policy

Equality Impact assessments

Cabinet resolutions 17 February 2014

Implications of Cabinet resolutions for the MTFS

SECTION 3: Schools budget

No appendices

Background Papers — the following documents have been relied on in
drawing up this report but do not form part of the report

Reports to Cabinet

Budget files in Corporate Services department
Equality Impact Assessments
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INTRODUCTION

Welcome to Merton Council’'s Business Plan for 2014/18, which brings together financial
information in the form of the council’s budget and the Medium Term Financial Strategy,
along with the service planning of all of the council’s operational services over the next four
years. Although it is a four year plan, it will be refreshed every year to ensure we are on
target and to take account of changing needs and priorities.

As the work of the council encompasses such a wide and diverse range of services, we
have tried to include all the necessary information needed to understand what we are doing
and why we are doing it. This information should give you a detailed picture of how the
council will operate over the next four years. To help understand some of the more complex
areas of the council’s business a Glossary of Terms and list of acronyms has been
included.

The Background and Context section sets the scene for the Business Plan, with some of
the key facts relating to Merton.

The Medium Term Financial Strategy incorporates details of the money the council has
coming in (revenue) and the money and assets it has in place (capital) and how it will spend
and invest this money over the four year planning period, through the Capital and Treasury
Management Strategies.

Other key resources in place to enable the council to manage the Business Plan include

how we:

manage and develop staff, through the Workforce Management Strategy;

obtain goods and services, through the Procurement Plan;

design and develop information technology, through the IT Strategy;

identify and manage the risks the council may face in delivering services, through

the Risk Management Strategy; and

o manage and monitor performance against objectives, through the Performance
Management Framework.

Each major work area in the council completes a service plan, to give a high level overview
of its financial position, what it exists to do, what it hopes to achieve and how it will achieve
its major work programmes over the next four years.

We appreciate that there is a huge level of detail in the plan, but hope it helps you to
understand what the council is trying to achieve and how we intend to succeed. If you have
any comments or questions on the content of this plan, then please contact
zoe.church@merton.gov.uk.
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TRANSFORMATION STATEMENT

By 2015 Merton Council will be smaller, reducing in size. Our top priority will continue to be
to provide safe services of the best possible quality. Providing value for money services to

our residents is at the heart of our business and we must be able to demonstrate that all of
our services represent best value for money. We will do this by finding innovative solutions
to maximise future efficiency.

We will deliver services that customers want and need and, where possible, involve our
customers in service specification and design.

Delivering quality and value services in an era of significantly reduced resources will require
strong and determined leadership. A single business view is essential to ensure a ‘One
Council’ approach is followed in everything we do. Leaders at all levels will be visible and
lead by example.

Change of this magnitude will only be achieved through a unified effort.

o Get Involved! — identify and implement improvements.
One team — Directors, managers and staff have an equal part to play.
Learn — from each other, our mistakes and from what our customers say.
Determination — to try out new ideas.

The financial reality facing local government dominates the choices the council will make for
the future of the borough. The development of the Business Plan 2012/16 is therefore
based on the set of guiding strategic priorities and principles, as adopted by the council on
13 July 2011:

¢ Merton should continue to provide a certain level of essential services for residents. The
order of priority of ‘must’ services should be:
i) Continue to provide everything that is statutory.
ii) Maintain services — within limits — to the vulnerable and elderly.

o After meeting these obligations Merton should do all that it can to help residents who
aspire. This means we should address the following as priorities in this order:
i) Maintain clean streets and keep council tax low.
i) Keep Merton as a good place for young people to go to school and grow up.
iii) Be the best it can for the local environment.
iv) All the rest should be open for discussion.

The financial pressures facing Merton mean we should no longer aim to be a ‘place-maker’
but be a ‘place-shaper’. The council should be an enabler, working with partners to provide
services.

The Community Plan has been developed by the Merton Partnership and sets the overall
direction and vision for the borough until 2019.
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COMMUNITY PLAN

Merton Partnership brings together a range of key players from the public, private and
voluntary sectors in Merton, including the council, health and Police, to co-ordinate the
delivery of local services.

The Partnership developed a Community Plan in 2009 setting out the overall direction and
vision for the borough until 2019, and a set of commitments and activities to achieve this
vision. The Community Plan was refreshed in 2013 to take into account demographic,
legislative and policy changes, and now sets out a vision, pledges to deliver the vision and
details of achievements to date under the following headings:

Merton: A place to work

A healthy and fulfilling life

Better opportunities for youngsters
Keeping Merton moving

Being safe and strong
Contributing to your community

Underpinning all this is the concept of ‘Bridging the Gap’, that is to say to address the
significant differences between those living in the east and west of our borough, for
example average salary, life expectancy or educational attainment.

The Community Plan sits above each partner’s own Business Plan and sets the context for
how each organisation delivers its business.

The Partnership is made up of three tiers:

The Merton Partnership — this is the full partnership body that provides the governance,
overall leadership and representation to ensure that the Partnership delivers the
community’s priorities. It is chaired by the Leader of the Council, the person with the
clearest democratic authority in the borough. It provides the strategic direction for the work
of the Partnership.

The Executive Board — this is the decision making body that provides the governance,
overall leadership and representation to ensure that the Partnership delivers the
community’s priorities. The Executive Board meets every two months and brings together
the organisations with the most significant budgets in the borough. It ensures the
Partnership is given the leadership and capacity it needs to do its job. The Executive Board
is committed to sharing information and resources, and to implementing cross-cutting
projects to achieve the aspirations set out in the Community Plan.

Thematic Partnerships — four thematic partnerships co-ordinate the work of different
partners to ensure that specific activity takes place to deliver the Community Plan. The
thematic partnerships are the:

e Children’s Trust

e Health & Wellbeing Board

o Safer & Stronger Communities

e Sustainable Communities & Transport

Page 14



NATIONAL POLICIES

Many of the policies introduced by the Coalition Government have had, and will continue to
have, a profound impact on the delivery of services at a local level. For example:

The Comprehensive Spending Review 2013 saw a further cut to the funding
partnership organisations will receive up until 2016.

The Health and Social Care Bill has transferred responsibility for improving public
health from health authorities to local councils, and will also place new burdens on
public agencies to deliver services for older residents.

The Welfare Reform Act introduced in 2013 sees significant changes to the
allocation of welfare benefits and housing will continue to have a profound impact on

Merton’s most vulnerable residents.

This Business Plan represents Merton’s response to the challenges and opportunities over
the next four years.

CORPORATE STRATEGIES

The council has many corporate and service-specific strategies and plans that support the
work not only of the council, but also the Merton Partnership and Thematic Partnerships.
These strategies and plans draw heavily on the aims set out in the Merton Community Plan,
but also reflect central Government policy changes, sub-regional policies (e.g. set by the
Mayor of London), new legislative requirements and short-term changes to local priorities.

The following list is not exhaustive but shows the diversity of strategies and plans currently
in place.

Adult Treatment Plan

Air Quality Action Plan

Anti Social Behaviour Strategy

Asset Management Plan

Capital Programme

Children and Young Persons’ Plan
Civil Contingencies Plan

Climate Change Strategy
Commercial and Trading Standards Delivery
Community Plan

Core Planning Strategy

Corporate Equality Scheme
Corporate Procurement Strategy
Cultural Strategy

Customer Services Strategy

Crime and Disorder (partnership plan)
East Merton and Mitcham Neighbourhood
Renewal Strategy

Economic Development Strategy
Ethnic Minority Housing Strategy
Gypsy and Traveller Strategy
Homelessness Strategy

Housing Strategy

ICT Policy

Information Governance Policy

Local Development Framework

Local Implementation Plan

Local Transport Plan

Looked After Children’s Strategy
Medium Term Financial Strategy
Older People's Housing Strategy
Open Spaces Strategy

Performance Management Framework
Risk Management Strategy

Road Safety Plan

Safeguarding Children’s Board Annual Plan
School Expansion Plans

School Improvement Strategy

Social Inclusion Strategy

Special Educational Needs and Inclusion
Strategy

Treasury Management Strategy
Unitary Development Plan

Voluntary Sector Strategy

Waste Management Plan

Workforce Development Plan
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ABOUT THE COUNCIL - An overview of the council

KEY FACTS

The Council comprises 60 elected Councillors, representing 20 wards and six
political groups. The current political composition of the Council (as at
February 2014) is::

Labour: 28 Councillors
Conservative: 22 Councillors
Liberal Democrat: two Councillors

Merton Park Ward Independent Residents: three Councillors
Merton Coalition Group: four Councillors
Independents: one Councillors

o O O O O O

Full Council usually meets five times a year, and is responsible for agreeing
the council tax and setting the overall direction of the council.

A Cabinet of nine Labour councillors makes the majority of decisions
throughout the year, with Overview and Scrutiny arrangements to hold
Cabinet to account.

Regulatory committees are appointed by Council and carry out planning and
licensing functions.

The council had a revenue budget of £164m in 2013/14 with around 45% of
this being spent on social care.

4,159 FTE or 5,513 headcount (as at Dec 13) employees provide a range of
public services, from street cleaners and town planners to teachers and social
workers, who work in the four departments, including Merton’s schools:

o Children, Schools and Families (CSF)

o Environment and Regeneration (E&R)

o Community and Housing (C&H)

o Corporate Services (CS)

ABOUT THE BOROUGH

Merton is an outer London borough situated to the south west of central
London. The demographics of the borough and some of its defining
characteristics are listed below.

Population of 199,700 living in 78,757 chargeable dwellings. According to the
Greater London Authority, the population is set to increase to 206,612 by 2016,
to 209,666 by 2021, to 211,783 by 2026, and to 213,931 by 2031.

Five main town centres: Wimbledon, Mitcham, Morden, Colliers Wood and
Raynes Park

The borough is predominantly suburban in character, with high levels of
commuter flows in and out of central London.

' ONS Census estimate, May 2011
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Good connections with the London transport network: the District and Northern
lines both run through the borough, Tramlink provides connections between
Wimbledon and Croydon via Mitcham and Morden, while numerous overground
stations and bus routes provide easy access to central London and
neighbouring boroughs.

Significant amounts of green space: 18% of the borough is open space,
compared to a London average of 10%. This comprises over 65 parks and open
spaces (including Wimbledon and Mitcham commons), 28 conservation areas,
11 nature reserves and 17 allotment sites.

ONS Census 2011 data estimated that 35% of the population is from black and
minority ethnic (BAME) groups, with the range across schools being 32% to
91%.

121 languages are spoken in Merton’s 43 primary schools, eight secondary
schools (including two academies), three special schools, one Pupil Referral
Unit and 11 children’s centres.

Increasing numbers of groups with particular needs, for example older people,
BAME communities and the increased number of young people with special
educational needs or disabilities.

Seven libraries provide internet access, summer reading schemes and
homework clubs as well as traditional book, CD, DVD and video lending.

Three leisure centres provide a wide range of facilities in Mitcham, Morden and
Wimbledon.

Merton plays host to one of the country’s most famous sporting events — the
Wimbledon fortnight held at the All England Lawn Tennis and Croquet Club.

The top five areas of concern to residents are litter, crime, traffic congestion,
level of council tax and lack of affordable housing according to the Council’s
Annual Residents Survey.

Council tax is currently set at £1,405.55 (2013/14) for a band D property
(including the Greater London Authority precept), the average level for outer
London boroughs.

Merton is consistently amongst the top four safest boroughs in London which is
a tribute to the excellent partnerships between the council, Metropolitan Police
Service, Safer Merton Partnership and the community.

Merton is the fourth least deprived of the 33 London boroughs®. Nationally, the
borough is ranked 208 out of 326, where 1 is the most deprived. This overall lack of
deprivation does, however, hide stark inequalities in the borough between deprived
wards in the east of the borough (Mitcham) and the more affluent wards in the west
(Wimbledon).

This is illustrated by the following facts:

The average annual salary in the west is £40,000, compared to £28,000 in the
east.

22010 Index of Multiple Deprivation,
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o The east of the borough has much higher levels of serious illness and early
deaths from illnesses such cancer and heart disease.

o Differences in life expectancy are stark: life expectancy for men in Wimbledon
Park ward is 85 years, compared to 76 years in Ravensbury ward — a difference
of 9 years over just 5 miles. In Hillside ward the life expectancy for women is 92
years, compared with 80 years in Figge’s Marsh ward — a difference of 12 years
over just 4 miles.

e  Two of Merton’s Super Output Areas (SOAs) — both in the east — are amongst
the 20% most deprived in the country, and fourteen are in the 30% most
deprived nationally, with 13 of these located in the east of the borough.

o Although unemployment in the borough is below the national average, it rises
significantly in some of the eastern wards, and 71% of Merton’s benefit
claimants live in the east of the borough.

e  Almost 25,000 residents have no qualifications in the borough. Two-thirds of
those without qualifications live in the east of the borough. Furthermore, a
quarter of all residents with no qualifications come from three wards in the east
of the borough — Cricket Green, St Helier and Ravensbury.

o Free school meals eligibility is rising in Merton schools (increase of 21% on
2010 eligibility indicators — School Census 2012 data).

The data / figures from the 2011 national census were released in September 2012
and this information is being used to aid service planning in subsequent years.
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Section A

Financial
Resources
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A) MEDIUM TERM FINANCIAL STRATEGY 2013/17

Contained in the body of the Cabinet Report
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A) CAPITAL STRATEGY

1

1.1

1.2

1.3

1.4

Introduction

Merton’s Capital Strategy for 2014-18 has been aligned and integrated with
the Business Plan for the period 2014-18. The Business Plan sets out how the
Authority’s objectives have been shaped by Merton Partnership in the
Community Plan. The Community Plan sets out the overall vision and
strategic direction of Merton which are embodied into five strategic themes:-

° Sustainable Communities and Transport;

Safer and Stronger;

Health and Well Being;

Children and Young People;

Corporate Capacity

Merton Partnership works towards improving the outcomes for people who
work, live and learn in the borough and, in particular, to ‘bridge the gap’
between the eastern and western wards in the borough.

The financial reality facing local government dominates the choices the
council will make for the future of the borough. The development of the
Business Plan 2014/18 is therefore based on the set of guiding strategic
priorities and principles, as adopted by the council on 13 July 2011:

e Merton should continue to provide a certain level of essential services for

residents. The order of priority of ‘must’ services should be:
i) Continue to provide everything that is statutory.
i) Maintain services — within limits — to the vulnerable and elderly.

e After meeting these obligations Merton should do all that it can to help
residents who aspire. This means we should address the following as
priorities in this order:

v) Maintain clean streets and keep council tax low.

vi) Keep Merton as a good place for young people to go to school and
grow up.

vii) Be the best it can for the local environment.

viii) All the rest should be open for discussion.

The financial pressures facing Merton mean we should no longer aim to be a
‘place-maker’ but be a ‘place-shaper’. The council should be an enabler,
working with partners to provide services.

Merton’s scrutiny function reflects these five strategic themes above and the
themes have been incorporated into the bidding process for capital funding to
ensure that scarce financial resources are targeted towards strategic
objectives.
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21

211

2.2

2.21

222

3.1

3.2

Planning Infrastructure
Business Plan 2014-2018

The Business Plan sets out the council’s vision and ambitions for
improvement over the next four years and how this will be achieved. Business
Planning and financial planning frameworks are closely aligned and
integrated.

Service Plans

In developing the Capital Strategy, clear linkages have also been identified
with not only the Business Plan but also departmental service plans beneath
this. It reflects the capital investment implications of the approved objectives
of those plans, which themselves reflect the council’s proposals set out in
service based strategies such as the Primary Places Strategy, Local
Implementation Plan (Transport), and Asset Management Plans. Priorities for
the Corporate Services department are based around how the council
manages its resources effectively and how it carries out its wider community
leadership role.

This Capital Strategy is a fundamental component of our approach since it
reflects our strategic priorities across the council and endeavours to maximise
the contribution of the council’s limited capital resources to achieving our
vision. We will work closely with residents, community organisations and
businesses to focus our resources and those of our partners effectively. The
strategy also sets out the management arrangements for allocating resources
to individual schemes, establishing funding for projects, monitoring progress,
managing performance and ensuring that scarce capital resources are
allocated efficiently.

Accounting Definitions and Practices

The council’s approach to Capital Accounting follows the Code of Practice on
Local Authority Accounting, which itself is based on the International Financial
Reporting Standards (IFRS) and guidance issued by CIPFA and professional
accounting networks.

As in previous years, there has been continual review of the Capital
Programme to ensure that expenditure meets the strict definition and to
identify any items which would be more appropriate to be charged to revenue.
This has not resulted in any major changes to the future programme.
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3.3

3.4

41

411

41.2

41.3

The de-minimis of capital expenditure for the authority is set at £10,000 per
project. This applies to all schemes within our capital programme, however in
exceptional circumstances thresholds below this may be considered where
specific items of expenditure are below this de-minimis level but meet proper
accounting definitions of capital expenditure.

Individual schools may choose to adopt the above de-minimis limit or use the
limit of £2,000 as mentioned in some Department for Education and HMRC
guidance for various types of school.

Corporate and strategic capital expenditure appraisal planning and
control

Capital Programme Board

Merton’s Capital Strategy is coordinated by the Capital Programme Board.
The board, which is effectively a sub-group of the Corporate Management
Team (CMT), consists of the Directors and their nominated senior officers
from each service department, together with officers from the Business
Planning Team.

The role of the board is to ensure that all capital expenditure and investment
decisions are made in an informed way, consistent with the achievement of
the council’s overall corporate strategic objectives (paragraph 1.1) along with
monitoring the asset disposals programme. It also has a co-ordinating,
reviewing, developing, encouraging, and reporting role, which ensures that
Merton makes effective and efficient use of its capital resources, including
management of its capital assets. During 2012/14 considerable work has
been undertaken reviewing and developing the systems and processes for:

i) Compiling the Capital Programme

ii) Monitoring Expenditure and year end / multi-year projection
iii) Identification and Realisation of Scheme Benefits

iv) Financing the Programme

The board recommends to cabinet how capital resources should be allocated.
The recommendations are based on a review of existing schemes and
consideration of growth proposals. The existing Capital Programme is
examined for potential reductions and reprofiling. The growth bids are
prioritised on the criteria as set out later in this document.
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414

415

4.2

4.21

During the budget process the Director of Corporate Services recommends to
cabinet an initial view as to how the Capital Programme should be funded.
However, this recommendation will be informed by the Capital Programme
Board’s consideration of the capital receipts available and the forecast of
future property disposals and the final funding during the closure of accounts
will depend on the precise financial position. At this stage it is intended to
utilise internal borrowing, capital grant, direct revenue financing and
earmarked reserves. Any capital loans given out by the authority will be
funded from capital receipts as the repayments will be received as capital
receipts. It will be reported to Members as and when it is proposed to use
external borrowing and any other use of capital receipts.

The council has had a robust policy for many years of reviewing and
disposing of surplus property, detailed in the Asset Management Plan (AMP)
which also includes policy and procedures for land and property acquisition.
However, the economic recession has slowed disposals in recent years and
will continue to have an effect for 2014/15 and probably future years. All
capital receipts are pooled, unless earmarked by cabinet, and are used either
to finance further capital investment or for the payment of premiums on
repayment of higher interest loans.

Capital Programme Approval and Amendment

The Capital Programme is approved by Council each year. Any change which
substantially alters the programme (and therefore the Prudential Indicators)
requires full council approval. Rules for changes to the Capital Programme
are detailed in the Council’s Constitution Financial Regulations and Financial
Procedures and the key points are summarised here.

4.2.2 For virements which do not substantially alter the programme the below

approval limits apply:

¢ Virements up to £5k can be signed off by the budget manager, the Chief
Financial Officer (CFO) is informed of these changes as part of the
monthly financial monitoring

e Virements £5k up to £100k must be approved by the Chief Officer of the
area or areas affected along with the Chief Financial Officer, typically this
will be as part of the monthly financial monitoring report to CMT however
approval can be sought from these officers at any time if necessary

e Virements £100k and upwards go to Cabinet

¢ Any virement which diverts resources from a scheme not started, resulting
in a delay to that scheme, will be reported to Cabinet

(Please note virement rules are cumulative i.e. two virements of £5,000 from
one code; the latter would require the approval of Chief Officers)
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4.3

4.3.1

4.3.2

4.3.3

4.4

441

For increases to the programme for existing schemes up to £100,000 must be
approved by the Director of Corporate Services. Increases above this
threshold must be approved by Cabinet. In accordance with the Prudential
Code if the increase in the Capital Programme will substantially change
prudential indicators it must be approved by Council.

For new schemes, the source of funding and any other financial or non-
financial impacts must be reported and the limits below apply:

e Budgets of up to £50k can be approved by the Chief Financial Officer in
consultation with the relevant Chief Officer

e Budgets of £50k up £500k will be submitted to Cabinet for approval

e Budgets over £500k will be submitted to full Council for approval

Capital Monitoring

The Council approves the four year Capital Programme in March each
financial year. Amendments to the programme are approved appropriately by
CMT, Cabinet and Council. Budget managers are required to monitor their
budget regularly (normally monthly), key reviews are undertaken quarterly.
December monitoring provides the final opportunity for budget managers to
re-profile their budgets for the current financial year.

November monitoring information feeds into the Authority’s Medium Term
Financial Strategy (MTFS) and is used to access the revenue impact over the
period of the strategy.

Councillors receive regular monitoring reports on the overall position of capital
expenditure in relation to the budget. They also receive separate progress
reports on key spend areas. For example, in relation to the Primary School
Expansion programme, the progress on each school is set out e.g.
consultation, planning consent, start on site etc.

Risk Management

The management of risk is strategically driven by the Corporate Risk
Management group. The group collates on a quarterly basis the headline
departmental risks and planned mitigation activity from each department,
project and partnership. From this information a Key Strategic Risk Register is
compiled and presented to CMT and cabinet quarterly for discussion as part
of the financial monitoring report. The Authority’s Risk Management Strategy
is reviewed and updated annually and presented to CMT, cabinet and
Council.
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5.1

5.1.1

5.1.2

Revenue budget implications of capital investment
Revenue cost or savings

The council recognises that the prudential framework provides the council with
flexibility, subject to the constraints of the council’s revenue budget. This
flexible ability to borrow, either from internal cash resources or by external
borrowing, coupled with the revised treatment of finance leases with effect
from 1 April 2010, means that prudential borrowing is used for the acquisition
of equipment, where it is prudent, affordable and sustainable. In 2012/13 and
2013/14, it was possible to borrow from internal cash resources rather than
external borrowing and it is forecast that this will continue to be the case until
2015/16. This will be kept under review as part of general Treasury
Management.

The revenue effects of the capital programme are from capital financing
charges and from additional revenue costs such as annual maintenance
charges. The capital financing charges are made up of interest payable on
loans to finance the expenditure and of principal repayments on those loans.
The principal repayments commence in the year after the expenditure is
incurred and are calculated by the application of the statutory Minimum
Revenue Provision. The interest commences immediately the expenditure is
incurred. The revenue effects of the capital programme are fully taken
account of in the MTFS, with appropriate adjustments for slippage, timing of
capital payments and the use of internal investment funds.

The revenue effects of the capital programme, are built into the MTFS and are
summarised below:

Revenue effects of Capital Programme

2014/15 2015/16 2016/17 2017/18
£000 £000 £000 £000
MRP 7,411 7,819 8,894 10,214
Interest 6,692 6,692 7,109 8,003
Capital financing costs 14,103 14,511 16,003 18,217
Investment Income (522) (303) (165) (175)
Net 13,581 14,208 15,838 18,042
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6.1

6.1.1

6.2

6.2.1

6.2.2

71

7.1.1

7.1.2

Capital resources 2014-18

Variety of sources

Capital expenditure is funded from a variety of sources:-

e Grants which are not ring-fenced to be spent on a specific project or
service

e Specific grants - earmarked for a specific project or purpose

o Capital receipts from the disposal of surplus and under-utilised land and
property

e Other contributions such as Section 106

e Council Funding — through revenue funding, use of reserves or borrowing.

Annual Minimum Revenue Provision (MRP) Statement

Under guidance from the Department for Communities and Local
Government, authorities are required to prepare an annual statement on their
policy on making MRP. This mirrors the existing requirements to report to the
council on the Prudential borrowing limit and investment policy.

The statement is set out in the Treasury Management Strategy.

Asset management review
Capital receipts

Capital receipts generated from the disposal of surplus and under-utilised land
and property are a major source of funding and the potential available capital
resources are under constant review and revision. The forecast of capital
receipts included in this report are primarily based on the Corporate Asset
Management Plan 2011-15, from which is derived a multi-year forecast of
planned land and property disposals. In addition, after the transfer of the
housing stock to Merton Priory Homes, the council continues to receive a
share of the receipts from Right to Buy applications and through future
sharing arrangements, receipts from the sales of void properties, sales of
development land and VAT saving on expenditure on stock enhancements.

Progress and estimates of capital receipts are considered at each meeting of
the Capital Programme Board by consideration of the Capital Disposals
Programme.

Page 27



7.2

7.2.1

71.2.2

7.2.3

7.24

7.2.5

7.2.6

Property as a corporate resource

The council treats its property as a corporate resource, oriented towards
achieving its overall goals, underpinned by:

Clear links to financial plans and budgets.
Effective arrangements for cross-service working.
Champions at senior officer and member level.
Significant scrutiny by councilors.

It ensures that its properties are fit for purpose by making proper provision
and action for maintenance and repair. The organisation makes investment
and disposal decisions based on thorough option appraisal. The capital
programme gives priority to potential capital projects based on a formal
objective approval process.

Whole life project costing was used at the design stage for significant projects
where appropriate, incorporating future periodic capital replacement costs,
projected maintenance and decommissioning costs.

Whole life costing of significant projects, which span more than one year, also
forms part of the regular monitoring reports.

A Strategic Asset Plan and the Corporate Asset Plan are currently being
developed and will be used for asset management.

A new IT system for asset accounting has been brought into use and the
possibility of this system being used for more widespread asset management
will be explored.
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8.1

8.1.1

8.1.2

8.2

8.2.1

Summary of estimated disposals 2014-2018
Potential capital receipts

Due to difficulties in the property market since the economic recession a
cautious view has been taken of the potential capital receipts identified. Much
of the anticipated capital receipts are as a result of the VAT shelter agreement
entered into with Merton Priory Homes as part of the housing stock transfer.
There are current proposals for some of the properties under this agreement
to be redeveloped which would result in a reduction in receipts from the VAT
shelter agreement, however a Development and Disposals Clawback
Agreement was entered into as part of the same transfer and this should
result in a significant capital receipt should these development plans go
ahead. The following table represents a ‘best prudent view’ at this time in
respect of an anticipated cash flow and therefore future capital receipts have
not been assumed as a source of funding for the capital programme at this
stage, but do replace the need for external borrowing:-

2014/15 2015/16 2016/17 2017/18
£000 £000 £000 £000
Total 2,100 2,800 1,800 1,200

Note a) The above includes Right to Buys and the VAT shelter
Although difficult to accurately predict, other sales of assets could improve the
position.

Under the requirements of the Localism Act 2011 parish councils and local
voluntary and community organisations have the right to nominate local land
or buildings they would like to see included in a list of assets of community
value which is maintained by the Local Authority. Once listed the owner must
allow community interest groups up to six months to make an offer before the
property can be sold to another. It is envisaged that this may lengthen the
disposal time for some properties if they are listed as assets of community
value by the Council.

Debt repayment

The council has had a strategy to reduce its level of debt. Since 1 April 2008,
the average interest payable on outstanding debt has fallen from 6.6% to
5.72%. For the period 2014-18, capital receipts may continue to be used to
pay the premiums on the repayment of those authority debts which have high
fixed interest charges, if the terms offered make this economic and the option
makes appropriate revenue savings, but will also be considered for funding
parts of the programme.
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9.1

9.2

Grant Funding Capital Resources

Environmental and Regeneration

2014/15 2015/16 2016/17 2017/18

£000 £000 £000 £000

Transport for London LIP 1,927 1,310 1,271 TBA
(earmarked)

Total: E&R 1,927 1,310 1,271 TBA

TBA — To Be Advised

Please note, in the table above, some TFL funding which would previously
been budgeted for as capital is now accounted for as revenue, as such the
funding above and budgets in this document exclude £310k of TfL budgets in
2014/15, £301k in 2015/16 and £340k in 2016/17 as these amounts are now

deemed to be revenue.

Children, Schools and Families

2014/15 2015/16 | 2016/17 | 2017/18
£000 £000 £000 £000

Maintenance 1,981 TBA TBA TBA
Basic Need 7,150 4,236 4,448 TBA
Total Local Authority Funding
(Both of the above grants are 9,131 4,236 4,448 TBA
non-ringfenced)
Free School Meals Capital 437 0 0 0
Targeted Basic Need 10,855 696 0 0
Devolved Formula Capital TBA TBA TBA TBA
(Earmarked)
TOTAL: CS&F 20,423 4,932 4,448 TBA
Assgmed Maintenance and 0 764 550 5,000
Basic Need

TBA — To Be Advised

Note: Basic Need has been announced up to 2016/17, however as yet the Capital
Maintenance allocation has not been announced. Targeted Basic Need
relates to specific schemes and must be spent by the end of the August of the
financial year after it is received. It was allocated for 2013/14 and 2014/15 but
the above shows when it is anticipated to be spent within this constraint.

9.3

Community and Housing

2014/15 2015/16 2016/17 2016/17

£000 £000 £000 £000

C&H Adult Social Care Grant 410 0 0 0

[?lsabled Facilities Grant (non- 459 508 TBA TBA
ringfenced)

Total C&H 869 528 0 0

From 2015/16 the Adult Social Care Grant is to be part of a pooled budget
with the Merton Clinical Commissioning Group, no decisions have been made
as yet as to how this will be utilised
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9.4 Summary of Grant Funding 2014-2018

9.4.1 The new resources notified to date are summarised in the following table. It is
expected that there will be additional earmarked resources notified during the

financial year 2014/15:-

Grant Funding 2014/15 2015/16 2016/17 | 2017/18

£000 £000 £000 £000

Environment and Regeneration 1,927 1,310 1,611 TBA
Children, Schools and Families 20423 4.932 4.448 TBA
Community and Housing 869 528 TBA TBA

Total Newly Announced Grant Funding 23,219 6,770 6,059 TBA
Assumed source of funding - CSF 0 764 552 5,000

10 Summary of Total Resources 2014-18:

10.1 Summary

10.1.1 The total anticipated resources over the plan period 2014-18, including
existing grant funding and anticipated CS&F grants, is summarised in the

following table:-

2014/15 2015/16 2016/17 2017/18

£000 £000 £000 £000

Grant & Contributions 27,723 10,038 7,261 5,288
Council Funding 16,882 31,331 30,446 26,987
Total 44,605 41,369 37,707 32,274

10.1.2 Projects for which earmarked resources have been notified have been given
authority to proceed, subject to a detailed specification and programme of
works being agreed which ensures that the maximum benefits accrue to the
council within the overall constraints of the approved funding. Those
schemes, on their own, represent a considerable capital investment.
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10.1.3 The Table below summarises the Indicative Capital Programme for 2018 to

2023. Additional detail is provided as Annex 5:

Indicative Capital Programme 2018 to 2023

Indicative | Indicative | Indicative | Indicative | Indicative

Department 2018/19 2019/20 2020/21 2021/22 2022/23

Budget Budget Budget Budget Budget

£000s £000s £000s £000s £000s
Corporate Services 1,785 1,500 1,760 1,645 875
Children, Schools and Families 27,578 6,250 6,600 4,758 3,920
Environment and
Regeneration*® 5,124 5,150 4,615 4,615 4,615
Community and Housing 280 280 280 280 280
Total 34,767 13,180 13,255 11,298 9,690

* Please note these figures do not include any allowance of grant funding for
Transport for London and Disabled Facilities.

10.1.4 For every £1 million capital expenditure that is funded by external borrowing it

11

11.1

is estimated that there will be annual revenue debt charges of between
£242,000 for assets with a life of 5 years to £62,000 for an asset life of 50
years.

Capital bids and prioritisation criteria
Prioritisation of schemes 2017/18

The allocation of capital resources, on those schemes to be funded by
borrowing, is focused towards the achievement of the council’s key strategic
objectives as agreed by councillors as highlighted in section 1 of this strategy.

The prioritisation criteria used in respect of growth were ‘Statutory’, Need
(demand and / or priority), attracts match funding and revenue impact
(including invest to save). Due to officers’ awareness of the need to restrain
the capital programme to affordable levels, the growth put forward over the
period 2014-18, on the basis of these criteria by the board to cabinet was
£25.041 million.
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12.1

12.2

Detailed Capital Programme 2014-18
Corporate Services

This department is responsible for the administration of finance and staff,
together with the corporate buildings including IT and utility services. Its main
capital expenditure is on IT software and hardware, and on improvements to
buildings. It is nearing the end of a major project for the restacking of offices in
the Civic Centre to enable the economic concentration of staff and services on
the borough’s main civic site and replacement of Civic Centre Windows and
the biggest remaining component of this is the replacement of the Civic
Centre lifts. There are also budgets held centrally under Corporate Services to
ensure funds are available to take up opportunities arising in the local
property market, to leverage match funding or to enable transformation of
services. The new schemes for this department are listed in Annex 1, Annex
3 provides a detailed breakdown of projects and Annex 4 provides the overall
programme at scheme level for approval.

Children, Schools and Families

This department’s main capital focus is the need for increased provision of
pupil places. There was already provision in the 2013-17 capital programme,
but the revised programme is as follows:

2014/15 | 2015/16 2016/17 2017/18
£000s £000s £000s £000s
Primary Expansion 23,561 10,959 3,992 7,099
Secondary Expansion 275 1,475 14,495 13,700
Total 23,836 12,434 18,487 20,799

This is the most significant item in the council’s capital programme and as
such is set out in detail on the next page:

CSF capital programme 2014-18

The requirement to provide sufficient school places is a key statutory
requirement. The government provides capital grant to meet some of this
need, but there is a significant shortfall for the council to fund.
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The vast majority of the CSF capital programme for 2014-16 relates to the
requirement to provide sufficient primary school places but there is also some
capital for other categories of expenditure. The focus then changes to
provision of secondary school places, with some expansion of special school
provision also required.

Primary school places

The 2013-17 capital programme approved provision to deliver the primary
school expansion for an additional 23 forms of entry (FE) as permanent and to
start 2 further FEs along with 3 FE of temporary provision, compared to that
provided in 2007/08.

As a result the council has either completed, or is in the progress of
permanent expansion to provide 21 additional forms of entry since 2007/08.
These are at the following 20 schools: Wimbledon Chase, Holy Trinity CE, St.
Thomas of Canterbury, Benedict, Hollymount, Joseph Hood, Aragon,
Cranmer, Merton Abbey, St Mary’s, All Saints CE, Gorringe Park, Hillcross,
Pelham, Dundonald, Poplar, Liberty, Singlegate (2FE extra, through additional
adjacent site), Wimbledon Park, and William Morris.

Following analysis of more recent demographic information and admissions
data, officers are adopting a prudent and cautious approach to planning for
future expansions. No further permanent expansions will be undertaken until
additional sustained demand for places is identified. The capital programme
enables temporary accommodation to be provided in up to three schools in
2016-17 with additional budget also allocated from 2015-16 to enable further
permanent expansions to be undertaken should the need materialise. The
position will be kept under regular review by officers.

A contingency has been created for the expansion projects at Merton Abbey
(final phase), Pelham, Singlegate and Dundonald because these four
schemes are mid-tender. This has a total budget of £3.134m and this is made
up of £1.134m Section 106 (S106) funding and the remainder to be funded by
borrowing should it be necessary to utilise it. The formal bid for the ring-
fenced S106 portion of this contingency is subject to further approval at the
Council meeting on 2™ April 2014.

Secondary and special school places

The significant increase in demand for school places will reach the secondary
phase from 2015/16 but it is expected this can be met through existing
accommodation for the first two years. New build, expansion and enabling
works will be required to provide sufficient places thereafter so significant
budget is proposed for this from 2016-17.
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The capital programme for 2014/18 includes £29.9 million for 5 secondary FE
classes attached to our existing schools and some preliminary costs in
respect of a new secondary school. The costs of the new school and an
additional 5 secondary FE classes have yet to be built into the Capital
Programme. Currently, there is uncertainty over the size, timing and cost of
the secondary expansion, this includes a lack of clarity regarding government
funding.

The capital programme also includes a sum for additionally resourced SEN
provision for pupils on the autism spectrum and more will be required after
2016 for permanent additional special school places.

Other schemes

With regard to other capital schemes, £500,000 is provided for schools capital
improvement works in 2014/15 and this increased to £600,000 per annum
thereafter. This is an increase from previous years, but will be limited to urgent
health and safety related needs, with the council expecting schools to fund all
works below £20,000.
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12.3 Environment and Regeneration

This department provides a co-ordinated approach to managing the public
realm (all borough areas to which the public has access), as well as the
regeneration of our town centres and neighbourhoods.

The individual projects for this department are all listed in Annex 3. Other than

the grant funded Transport for London scheme for the upgrade of principal
roads and also Environmental Health grants, the departments main schemes

relate to 10 main areas:

2014/15 | 2015/16 | 2016/17 | 2017/18
£000 £000 £000 £000

Highways Planned Road Works 1,500 1,500 1,500 1,500
Footways Planned Works 1,000 1,000 1,000 1,000
Highways General Planned Works 589 412 419 419
Leisure Centres 1,3000 10,300 300 300
Future Merton 6,791 3,878 1,037 0
Replacement of Fleet Vehicles 590 500 500 500
Traffic and Parking management 135 135 150 156
Parks Investment 250 250 425 250
Street Lighting Replacement 410 200 462 290
Programme

Street Scene 315 275 100 0
Total 12,880, 18,450 5,889 4,259

12.3.1 Highways Planned Road Works and Footways Planned Works

These works are based on annual condition surveys of the whole of the
borough. As a result, items are prioritised and drawn up in programmes of
works. These programmes may be amended as circumstances alter.
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12.3.2 Highways General Planned Works

An indicative list of the major works to be done under this budgeted scheme is

as follows:
2014/15|2015/16 | 2016/17 | 2017/18
£000 £000 £000 £000
Demand for Surface Water Drainage - Flooding 62 62 69 69

Highways bridges and structures improvements 370 260 260 260
Anti-Skid and Coloured 90 90 90 90

12.3.3 Leisure

The major works relate to the authority’s three Leisure Centres. The first
scheme is for general improvements to the three Leisure Centres. The second
scheme, Morden Park Pools, is a major investment for the council, with the
replacement of the current centre with a new facility.

2014/15(2015/16 | 2016/17 | 2017/18
£000 £000 £000 £000

Repla_cement of Leisure Centre Plant and 300 300 300 300
Machinery
Morden Park Pools 1,000, 10,000 0 0

12.3.4 Future Merton

Regeneration is a major part of the council’s strategy. A vision for Morden
town centre is being developed and Mitcham town centre will be sustainably
developed. The main areas of expenditure over the Capital Programme
period will be those below.

2014/15|2015/16 | 2016/17 |2017/18
£000 £000 £000 £000

Inve;tment in industrial estates to create high- 250 500 0 0
tech industrial park for key sectors
Colliers Wood Regeneration Fund 1,200 0 0 0
Town Centre Investment 750 878 1,037 0
Mitcham — TfL Major Schemes 1,443 0 0 0
Transportation Enhancements 2,500 2,500 0 0

12.4 Community and Housing

This department aims to provide residents with the chance to live independent
and fulfilling lives, in suitable homes within sustainable communities, with
chances to learn, use information, and acquire new skKills.
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The departmental Capital Programme for 2014/18 comprises:

2014/15 |2015/16|2016/17 |2017/18
£000 £000 £000 £000
Adult Social Care Information Technology 1,110
Housing 2,464 724 724 280
Libraries 350 550
Total 2,338 1,074 1,274 280

12.5 Overall Programme

12.5.1 The approved Capital Programme for 2014/18 follows at Annex 1°, Annex 3
provides an additional breakdown detail of the approved schemes. The

summary is as follows:

2014/15 2015/16 2016/17 | 2017/18
Capital Programme £000 £000 £000 £000
Corporate Services 7,858 3,091 3,362 2,806
Children, Schools & Families 27,193 14,722 22,087 21,399
Environment & Regeneration 15,920 19,900 7,204 4,555
Community and Housing 3,574 1,074 1,274 280
Total 54,545 38,787 33,927 29,040

12.5.2 The funding details for the programme follow at Annex 2

12.5.3 Within the funding details the authority has anticipated some slippage for
schemes that require a consultation process or a planning application or
where the implementation timetable is not certain. The slippage anticipated
reduces the spend in the year it is budgeted but increases the spend in the
following year when it is incurred. When slippage from 2013/14 is approved,
the 2014/15 Capital Programme will be adjusted accordingly.

12.5.4 Annexe 1
Annexe 2
Annexe 3
Annexe 4

Annexe 5
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Appendix 7

ANNEXE 1

CAPITAL INVESTMENT PROGRAMME - SCHEMES FOR APPROVAL

Department 2014/15 2015/16 2016/17 2017/18
Corporate Services 7,858 3,091 3,362 2,806
Children, Schools and Families 27,193 14,722 22,087 21,399
Environment and Regeneration 15,920 19,900 7,204 4,555
Community and Housing 3,574 1,074 1,274 280
Total 54,545 38,787 33,927 29,040
Corporate Services 2014/15 2015/16 2016/17 2017/18
£000s £000s £000s £000s
Corporate Budgets 2,386 2,007 500 0
Business Improvement 1,819 0 0 0
Resources 1,100 0 0 0
I&T - Information Technology 953 584 1,862 1,806
I&T - Facilities Management 1,600 500 1,000 1,000
Total 7,858 3,091 3,362 2,806
CAPITAL INVESTMENT PROGRAMME — SCHEMES FOR APPROVAL
Children, Schools and Families 2014/15 2015/16 2016/17 2017/18
£000s £000s £000s £000s

Primary School Expansions

Cranmer expansion 1,886 492 0 0

Dundonald expansion 1,728 2,740 1,117 0

Hillcross School Expansion 2,627 2,123 0 0

Joseph Hood Expansion 117 0 0 0
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Merton Abbey 3,423 438 0 0
Pelham School Expansion 3,849 852 0 0
Poplar Permanent Expansion 3,125 953 0 0
St Mary's expansion 2,572 100 0 0
Singlegate expansion 3,607 600 0 0
Wimbledon Park expansion 60 0 0 0
22 FE School Expansion 0 95 2,575 2,075
23 FE School Expansion 0 0 100 555
24 FE School Expansion 0 0 100 1,625
25 FE School Expansion 0 0 100 1,625
26 FE School Expansion 0 0 0 619
27 FE School Expansion 0 0 0 300
28 FE School Expansion 0 0 0 300
Primary School Expansion Contingency 569 2,565 0 0
Total Primary School Expansions 23,561 10,958 3,992 7,099
Secondary School Expansion

Scheme 1 Phased extra 4FE 50 150 2,800 0
Scheme 2 Phased extra 4FE 50 150 2,800 0
Scheme 3 Phased extra 4FE 50 150 2,800 0
Scheme 4 New school phased 6-8FE 100 1,000 4,000 7,000
Scheme 5 Phased extra 2FE 0 0 95 1,500
Scheme 6 Phased extra 2FE 25 25 1,900 3,000
Scheme 7 - extra 1FE 0 0 50 1,100
Scheme 8 - extra 1FE 0 0 50 1,100
Total Secondary School Expansion 275 1,475 14,495 13,700
Other

Devolved Formula Capital 45 0 0 0
St Ann’s Primary Phase 139 0 0 0
Total Schs Cap Maint & Accessibility 500 600 600 600
Primary school autism unit 692 238 0 0
Perseid 800 500 0 0
Secondary School Autism Unit 350 850 0 0
Cricket Green 50 100 3,000 0
Free School Meals 437 0 0 0
School Equipment Loans 323 0 0 0
Youth&Comm centres reprovision 20 0 0 0
Total Other 3,356 2,288 3,600 600
Total 27,193 14,722 22,087 21,399
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CAPITAL INVESTMENT PROGRAMME — SCHEMES FOR APPROVAL

Environment and Regeneration 2014/15 2015/16 2016/17 2017/18
£000s £000s £000s £000s
Total Footways Planned Works 1,000 1,000 1,000 1,000
Total Greenspaces 633 250 425 250
Total Highways General Planned Works 613 412 419 419
Total Highways Planned Road Works 1,500 1,500 1,500 1,500
Total Leisure Centres 1,525 10,300 300 300
Total Other 27 0 0 0
Total Regeneration Partnerships 6,791 3,878 1,037 0
Total Plans and Projects 70 0 0 0
Total Street Lighting 410 200 462 290
Total Street Scene 315 315 60 60
Total Transport for London 1,927 1,310 1,271 0
Total Traffic and Parking Management 135 135 150 156
Total Transport and Plant 599 500 500 500
Total Safer Merton - CCTV & ASB 145 0 0 0
Total Environmental Health 40 40 60 6
Total Waste Operations 10 60 20 20
TOTAL 15,920 19,900 7,204 4,555
Community and Housing 2014/15 2015/16 2016/17 2017/18
£000s £000s £000s £000s

Libraries 0 350 550 0
Adult Social Care 1,110 0 0 0
Housing 2,464 724 724 280
Total 3,574 1,074 1,274 280
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FUNDING THE CAPITAL PROGRAMME 2014-18

ANNEXE 2

Capital Funded by Grant &
Merton Programme Merton Funded £000s | Capital Contributions
£000s £000s
TOTAL Revised 2013/14 31,852 13,891 17,961
Potential Slippage c/f (1,354) (1,054) (301)
TOTAL Spend 2013/14 30,498 12,838 17,660
2014/15 Revised Budget 54,108 24,736 29,373
Potential Slippage b/f 1,354 1,054 301
Potential Slippage c/f (11,295) (8,907) (2,388)
TOTAL Spend 2014/15 44,605 16,882 27,723
2015/16 Draft Budget 38,788 30,372 8,415
Potential Slippage b/f 11,295 8,907 2,388
Potential Slippage c/f (8,713) (7,948) (765)
TOTAL Spend 2015/16 41,369 31,331 10,038
2016/17 Draft Budget 33,927 27,128 6,799
Potential Slippage b/f 8,713 7,948 765
Potential Slippage c/f (4,933) (4,630) (303)
TOTAL Spend 2016/17 37,707 30,446 7,261
2017/18 Draft Budget 29,040 24,040 5,000
Potential Slippage b/f 4,933 4,630 303
Potential Slippage c/f (1,699) (1,684) (15)
TOTAL Spend 2017/18 32,274 26,987 5,288
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DETAILED CAPITAL PROGRAMME 2014-18 ANNEXE 3
Corporte Sorvics soruiny | s | amre [ av [ anne
Corporate Budgets
Acquisitions Budget 0SC 1,042 500 500 0
Transformation Budgets 0SC 344 507 0 0
Capital Bidding Fund 0sc 1,000 1,000 0 0
Total Corporate Budgets 2,386 2,007 500 0
Business Improvements
Replace doc management system OSC 740 0 0 0
Customer Contact Programme OSC 785 0 0 0
Data Labelling 0SC 294 0 0 0
Total Business Improvements 1,819 0 0 0
Resources
Improving Information Systems 0SC 1,100 0 0 0
Total Resources 1,100 0 0 0
Information Technology
Planned Replacement Programme 0sC 718 299 1,412 1,686
ITSD Enhancements 0osc 35 85 250 120
Multi-Function Devices (MFDs) 0SC 200 200 200 0
Total Information Technology 953 584 1,862 1,806
Facilities Management
Civic Centre refurbishment 0OSC 100 0 0 0
Energy Utility Invest to Save sC 250 150 150 150
Invest to Save schemes-General 0sc 250 150 150 150
Water Safety Works osc 0 0 150 150
Asbestos Safety Works 0SC 0 0 250 250
Capital Works - Facilities 0SC 200 200 300 300
Civic Centre Passenger Lifts 0sC 650 0 0 0
Civic Centre Windows 0SC 150 0 0 0
Total Facilities Management 1,600 500 1,000 1,000
TOTAL 7,858 3,091 3,362 2,806

* OSC= Overview and Scrutiny Commission, CYP = Children and Young People, HCOP = Healthier

Communities and Older People SC = Sustainable Communities,
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DETAILED CAPITAL PROGRAMME 2014-18 ANNEXE 3

Children, Schools and Families s:;:gln*y 2014/15 2015/16 2016/17 2017/18
£000s £000s £000s £000s
Primary School Expansions
Cranmer expansion CYP 1,886 492 0 0
Dundonald expansion CYP 1,728 2,740 1,117 0
Hillcross School Expansion CYP 2,627 2,123 0 0
Jopseph Hood Expansion CYP 117 0 0 0
Merton Abbey CYP 3,423 438 0 0
Pelham School Expansion CYP 3,849 852 0 0
Poplar Permanent Expansion CYP 3,125 953 0 0
St Mary's expansion CYP 2,572 100 0 0
Singlegate expansion CYP 3,607 600 0 0
Wimbledon Park expansion CYP 60 0 0 0
22 FE School Expansion CYP 0 95 2,575 2,075
23 FE School Expansion CYP 0 0 100 555
24 FE School Expansion CYP 0 0 100 1,625
25 FE School Expansion CYP 0 0 100 1,625
26 FE School Expansion CYP 0 0 0 619
27 FE School Expansion CYP 0 0 0 300
28 FE School Expansion CYP 0 0 0 300
Primary School Expansion Contingency CYP 569 2,565 0 0
Total Primary School Expansions 23,561 10,959 3,992 7,099
Other
Devolved Formula Capital CYP 45 0 0 0
St Ann’s Primary Phase CYP 139 0 0 0
Schs Cap Maint & Accessibility CYP 500 600 600 600
Primary school autism unit CYP 692 238 0 0
Perseid CYP 800 500 0 0
Secondary School Autism Unit CYP 350 850 0 0
Cricket Green CYP 50 100 3,000 0
Youth&Comm centres reprovision CYP 20 0 0 0
Free School Meals CYP 437 0 0 0
Schools Equipment Loans CYP 323 0 0 0
Total Other 3,356 2,288 3,600 600
Secondary School Expansion
Scheme 1 Phased extra 4FE CYP 50 150 2,800
Scheme 2 Phased extra 4FE CYP 50 150 2,800
Scheme 3 Phased extra 4FE CYP 50 150 2,800
Scheme 4 New school phased 6-8FE CYP 100 1,000 4,000 7,000
Scheme 5 Phased extra 2FE CYP 0 0 95 1,500
Scheme 6 Phased extra 2FE CYP 25 25 1,900 3,000
Scheme 7 - extra 1FE CYP 0 0 50 1,100
Scheme 8 - extra 1FE CYP 0 0 50 1,100
Total Secondary School Expansion 275 1,475 14,495 13,700
TOTAL 27,193 14,722 22,087 21,399

* OSC= Overview and Scrutiny Commission, CYP = Children and Young People, HCOP = Healthier Communities
and Older People SC = Sustainable Communities
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DETAILED CAPITAL PROGRAMME 2014-18

ANNEXE 3

Scrutiny

Environment and Regeneration Panel * 2014/15 2015/16 2016/17 2017/18
£000s £000s £000s £000s
Footways Planned Works
Repairs to Footways SC 1,000 1,000 1,000 1,000
Total Footways Planned Works 1,000 1,000 1,000 1,000
Greenspaces
Parks Investment scC 250 250 425 250
B488 Landscape Dundonald Rec G SC 12 0 0 0
B617a-c Wimbledon Park upgrade SC 15 0 0 0
B521 — Morden Park SC 30 0 0 0
B596a&b,B625a-c Crckt Grn Area SC 21 0 0 0
B626a-c Cottnhm Prk&Hollnd Gdn SC 28 0 0 0
B651 South Park Gardents Pavil SC 17 0 0 0
Tamworth Rec Interactive Water Play SC 160 0 0 0
Mitcham Common Conservators SC 100 0 0 0
Total Greenspaces 633 250 425 250
Highways General Planned Works
Surface Water Drainage sC 62 62 69 69
Highways bridges & structures SC 370 260 0 260
Maintain AntiSkid and Coloured sC 90 90 90 90
B497/8 Lombard Rd Improvements SC 24 0 0 0
B646a Lonbard Industrial Estate SC 24 0 0 0
B639a Fair Green sC 43 0 0 0
Total Highways General Planned Works 613 412 159 419
Highways Planned Road Works
Borough Roads Maintenance sC 1,500 1,500 1,500 1,500
Total Highways Planned Road Works 1,500 1,500 1,500 1,500
Leisure Centres
Leisure Centre Plant & Machine sC 300 300 300 300
Morden Park Pool and LC Invest sC 1,000 10,000 0 0
Multi Use Games area at Commons sc 170 0 0 0
St Marks Academy Tennis sSC 56 0 0 0
Total Leisure Centres 1,526 10,300 300 300
Other E&R
Big Lottery Play Areas sC 27 0 0 0
Total Other E&R 27 0 0 0
Regeneration Partnerships
Industrial Estate Investment SC 250 500 0 0
Colliers Wd- Regeneration Fund scC 1,200 0 0 0
Mitcham Major schemes sc 1,443 0 0 0
Restoration of South Park Gdns SC 130 0 0 0

* OSC= Overview and Scrutiny Commission, CYP = Children and Young People, HCOP = Healthier
Communities and Older People SC = Sustainable Communities,
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DETAILED CAPITAL PROGRAMME 2014-18 ANNEXE 3
Environment and Regeneration Sp‘:a’:g“} 2014115 | 201516 2016/17 2017/18
Sect106 Bottleneck Skills Grnt SC 14 0 0 0
B611 — Comm Facilities in WTC SC 15 0 0 0
Town Centre Investment SC 750 878 1,037 0
Mitcham Town Centre Improvements SC 360 0 0 0
Colliers Wood Town Centre Improvements SC 90 0 0 0
Transport Enhancements SC 2,500 2,500 0 0
B550 Mitcham means Business SC 39 0 0 0
Total Regeneration Partnerships 6,791 3,878 1,037 0
Plans and Projects
Climate Change Initiatives SC 70 0 0 0
Total Plans and Projects 70 0 0 0
Street Lighting
Street Lighting Replacement Pr SC 410 200 462 290
Total Street Lighting 410 200 462 290
Street Scene
Street scene enhancements SC 250 250 0 0
Street Tree Programme SC 65 65 60 60
Total Street Scene 315 315 60 60
Transport for London
Unallocated SC 1,927 1,310 1,271 0
Total Transport for London 1,927 1,310 1,271 0
Traffic and Parking Management
Traffic Schemes SC 135 135 150 156
Total Traffic and Parking Management 135 135 150 156
Transport and Plant
Replacement of Fleet Vehicles SC 590 500 500 500
Network Rail SC 9 0 0 0
Total Transport and Plant 599 500 500 500
Safer Merton - CCTV & ASB
CCTV (match funding) SC 145 0 0 0
Total Safer Merton - CCTV & ASB 145 0 0 0
Environmental Health
Small Repairs Grant SC 40 40 60 60
Total Environmental Health 40 40 60 60
Waste Operations
Alley Gating Scheme - Fly Tip SC 20 20 20 20
Re-use/recycling Site Maintena SC 40 40 0 0
GPS Vehicle Tracking SC 130 0 0 0
Total Waste Operations 190 60 20 20
TOTAL 15,920 19,900 7,204 4,555

* OSC= Overview and Scrutiny Commission, CYP = Children and Young People, HCOP = Healthier
Communities and Older People SC = Sustainable Communities,
DETAILED CAPITAL PROGRAMME 2014-18
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Scrutiny

Community and Housing Panel * 2014/15 2015/16 2016/17 2017/18
£000s £000s £000s £000s

Adult Social Care

Laptops for Other Staff HCOP 60

CareFirst report Development HCOP 14 0 0 0

Excel Add-ins HCOP 3

Captive E-Learning CareFirst HCOP 8 0 0 0

Telehealth HCOP 44 0 0 0

Replacement SC System HCOP 971 0 0 0

Total Adult Social Care 1098 0 0 0

Housing

8 Wilton Road SC 480 0 0 0

Disabled Facilities Grant SC 1,224 724 724 280

Western Road * SC 760 0 0 0

Total Housing 2,464 724 724 280

Libraries

Relocation of Colliers Wood Library sSC 0 0 550 0

Library Self Service IT SC 0 350 0 0

Total Libraries 0 350 550 0

Total 3,574 1,074 1,274 280

* OSC= Overview and Scrutiny Commission, CYP = Children and Young People, HCOP = Healthier
Communities and Older People, SC = Sustainable Communities, TBC — To Be Confirmed
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ANALYSIS OF GROWTH 2014-18

ANNEXE 4

Department 2014/15 2015/16 2016/17 2017/18
£000s £000s £000s £000s

Corporate Services 738 689 (10) 2,806

Children, Schools and Families 1,352 3,203 200 9,845

Environment and Regeneration 1,589 (258) (308) 4,835

Community and Housing 0 350 0 0

Total 3,679 3,984 (108) 17,486

Corporate Services slfa"r“‘gl",}’ 2014/15 2015116 | 2016/17 2017/18

£000s £000s £000s £000s

Infrastructure&Transactions

Transformation (IT) - I&T** 0OsC (11)

IT SD Stability™* 0OSC (10) 1,806

Multi-Function Devices (MFDs) 0OSsC 200 200 200

Business Improvement

Resources

Improving Information Systems 0OSsC 538

Corporate

Capital Bidding Fund osC 500

FM Capital Works

Energy Utilities Invest to Save SC 150

Invest to Save schemes - General OSC 150

Water Safety Works 0osC 150

Asbestos Works oscC 250

FM Capital Works - Facilities 0OSsC 300

Total 738 689 (10) 2,806

* OSC= Overview and Scrutiny Commission, CYP = Children and Young People, HCOP = Healthier
Communities and Older People SC = Sustainable Communities,

** Negative growth in the capital programme is as a result of identifying some works as revenue rather
than capital as part of on-going reviews of the programme.
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ANALYSIS OF GROWTH 2014-18 ANNEXE 4
. - Scrutiny
Children, Schools and Families Panel * 2014/15 2015/16 2016/17 2017/18
£000s £000s £000s £000s

School expansion 19FE to 25FE (Garfield)** CYP (29)
24 FE School to be Confirmed CYP 1600
25 FE School to be Confirmed CYP 1600
Primary School Expansion Contingency CYP 569 2,565
Primary School autism unit CYP 238
Primary School Expansions 540 2,803 0 3,200
Schools_ Q_apital Maintenance and cyP 100 200 200 600
Accessibility
Free School Meals CYP 437
Secondary School expansion CYP 0 200 0 6,045
Other 812 400 200 6,645
Total 1,352 3,203 200 9,845

* OSC= Overview and Scrutiny Commission, CYP = Children and Young People, HCOP = Healthier
Communities and Older People SC = Sustainable Communities,
** Negative growth in the capital programme is as a result of identifying some works as revenue rather

than cap./ital as part of on-going reviews of the programme
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ANALYSIS OF GROWTH 2014-18 ANNEXE 4

Environment and Regeneration S;;:SI“! 2014/15 2015/16 201617 | 2017/18
£000s £000s £000s £000s

CCTV and Anti-Social Behaviour (ASB) ** SC (13)

Environmental Health

Disabled Facilities Grant - LBM Contribution SC 300 280

Small Repairs Grant (Private Sector Housing sc 60

Programme)

Greenspaces

Tamworth Rec Interactive Water Play SC 160

Mitcham Common Conservators SC 100

Highway Maintenance

Bridges and Structures SC 110 260

Footways

Footways Planned Works SC 1,000

General

Demand for Surface Water Drainage - Flooding SC 69

Maintenance Anti-Skid and Coloured SC 90

Roads

Highways Planned Roadworks SC (100) 1,500

Greenspaces

Parks Investment SC 250

Leisure Centres

_Replapement of Leisure Centre _Plant and Machinery sc 300

including accelerated schemes in 2009/10

Multi Use Games area at Commons SC 170

St Marks Academy Tennis SC 56

Street Scene

Street tree programme (25 year programme) SC 60

Street Lighting

Street Lighting Replacement Programme SC 110 290

Transport for London

Transport for London SC 626 (228) (228)

Transport and Plant

Replacement of Fleet Vehicles SC 500

Waste** SC (30) (30) 20 20

TOTAL 1,589 (258) (308) 4,835

* OSC= Overview and Scrutiny Commission, CYP = Children and Young People, HCOP = Healthier Communities and Older

People SC = Sustainable Communities,

** Negative growth in the capital programme is as a result of identifying some works as revenue rather than capital as part of on-

going reviews of the programme

Community and Housing

Community and Housing Scrutiy | 2014115 201516 | 2016117 | 201718
£000s £000s £000s £000s
Library Self Service IT SC 0 350 0 0
Total Community and Housing 350 0 0
INDICATIVE CAPITAL PROGRAMME 2018-23 ANNEXE 5
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. Indicative | Indicative | Indicative | Indicative | Indicative

Corporate Services Scrutiny | "2018119 | 2019/20 | 2020/21 | 2021722 | 2022123
Panel Budget Budget Budget Budget Budget
£000s £000s £000s £000s £000s

Information Technology
Planned Replacement Programme 0sC 560 575 860 770 0
ITSD Enhancements 0SC 275 0 0 0 0
Total Information Technology 835 575 860 770 0
Facilities Management
Energy Utility Invest to Save sc 150 150 150 150 150
Invest to Save schemes-General 0SC 150 150 150 150 150
Water Safety Works 0SC 100 75 50 25 25
Asbestos Safety Works 0sC 250 250 250 250 250
Capital Works - Facilities 0SC 300 300 300 300 300
Total Facilities Management 950 925 900 875 875
Information Technology
Planned Replacement Programme 0sC 560 575 860 770 0
ITSD Enhancements 0sC 275 0 0 0 0
Total Information Technology 835 575 860 770 0
TOTAL 1,785 1,500 1,760 1,645 875
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INDICATIVE CAPITAL PROGRAMME 2018-23 ANNEXE 5
Secrutin Indicative Indicative Indicative Indicative Indicative
Children, Schools and Families Panel*y 2018/19 2019/20 2020/21 2021/22 2022/23
Budget Budget Budget Budget Budget
£000s £000s £000s £000s £000s
Primary School Expansions
23 FE School Expansion CYP 2,575 1,600 0 0 0
24 FE School Expansion CYP 1,600 1,600 0 0 0
25 FE School Expansion CYP 1,600 1,600 0 0 0
Total Primary School
Expansions 5,775 4,800 0 0 0
Other
Schs Cap Maint & Accessibility CYP 600 600 600 600 600
Perseid CYP 850 850 0 0 0
Secondary School expansion CYP 20,353 0 6,000 4,158 3,320
Total Other 21,803 1,450 6,600 4,758 3,920
TOTAL 27,578 6,250 6,600 4,758 3,920
Scrutin Indicative Indicative Indicative Indicative Indicative
Community and Housing P I*y 2018/19 2019/20 2020/21 2021/22 2022/23
ane Budget Budget Budget Budget Budget
£000s £000s £000s £000s £000s
Disabled Facilities Grant sc 280 280 280 280 280
TOTAL 280 280 280 280 280
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INDICATIVE CAPITAL PROGRAMME 2018-23 ANNEXE 5
Ervi . Scrutiny Indicative Indicative Indicative Indicative Indicative
nvironment and Regeneration Panel* 2018/19 2019/20 2020/21 2021/22 2022/23

Budget Budget Budget Budget Budget
£000s £000s £000s £000s £000s
Footways Planned Works
Repairs to Footways SC 1,000 1,000 1,000 1,000 1,000
Total Footways Planned Works 1,000 1,000 1,000 1,000 1,000
Greenspaces
Parks Investment SC 350 350 350 350 350
Total Greenspaces 350 350 350 350 350
Highways General Planned
Works
Surface Water Drainage sc 69 69 69 69 69
Highways bridges & structures sc 260 260 260 260 260
Maintain AntiSkid and Coloured sc 90 90 90 90 90
Total Highways General Planned
Works 419 419 419 419 419
Highways Planned Road Works
Borough Roads Maintenance SC 1,600 1,600 1,600 1,600 1,600
Total Highways Planned Road
Works 1,600 1,600 1,600 1,600 1,600
Leisure Centres
Leisure Centre Plant & Machine scC 300 300 300 300 300
Total Leisure Centres 300 300 300 300 300
Street Lighting
Street Lighting Replacement Pr scC 509 535 0 0 0
Total Street Lighting 509 535 0 0 0
Street Scene
Street Tree Programme sc 60 60 60 60 60
Total Street Scene 60 60 60 60 60
Traffic and Parking Management
Traffic Schemes sc 306 306 306 306 306
Total Traffic and Parking
Management 306 306 306 306 306
Transport and Plant
Replacement of Fleet Vehicles sSC 500 500 500 500 500
Total Transport and Plant 500 500 500 500 500
Environmental Health
Small Repairs Grant sc 60 60 60 60 60
Total Environmental Health 60 60 60 60 60
Waste Operations
Alley Gating Scheme SC 20 20 20 20 20
Total Waste Operations 20 20 20 20 20
TOTAL 5,124 5,150 4,615 4,615 4,615
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A) TREASURY MANAGEMENT POLICY STATEMENT

1. Introduction

1.1

1.2

1.3

Background and Treasury Management Policy Statement

The London Borough of Merton’s treasury management activities spans across
the management of its investments and cash flows, its banking, money market
and capital market transactions; the effective control of the risks associated
with those activities and the pursuit of optimum performance consistent with
those risks.

The successful identification, monitoring and control of risk is the prime criteria
by which the effectiveness of its treasury management activities will be
measured.

The investment environment we operate in remain difficult, whilst counterparty
risk appears to have eased, it remains at elevated levels and economic
forecast abound with uncertainty. The Council will continue to scrutinise all
investment opportunity or products before use regardless of whether other
council's are investing in such.

Statutory requirements

The Local Government Act 2003 (the Act) as amended in 2011 and supporting
regulations, requires the council to ‘have regard to’ the Chartered Institute of
Public Finance and Accountancy’s (CIPFA) Prudential Code and the CIPFA
Treasury Management Code of practice to set Prudential and Treasury
Indicators for the next three years and to ensure that the council’s capital
investment plans are affordable, prudent and sustainable. The Act requires the
council to set out its treasury strategy for borrowing and to prepare an Annual
Investment Strategy. CIPFA revised code of practice on treasury management
has also been adopted.

Balanced Budget Requirement

Section 33 of the Local Government Finance Act 1992 requires the council to
set a balanced budget. This therefore means that increases in capital
expenditure must be limited to a level whereby increases in charges to revenue
from increases in interest charges caused by increased borrowing to finance
additions to capital expenditure and any increases in running costs from new
capital projects, are limited to a level which is affordable within the projected
income of the council for the foreseeable future.
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1.4

Part of the Treasury Management operation is to ensure that its cash flow is
adequately planned, with cash being available for spend when it is needed.
Provision is first made for adequate liquidity before considering investment
return.

The capital plans provide a guide to the borrowing need of the council, to
manage this, the council has to control and plan its long term cash flow. In
addition, the management of longer term cash may involve arranging long or
short dated loans, or using longer term cash flow surpluses. On some
occasion and after careful thought of the S151 Officer any debt previously
drawn may be restructured or repaid to meet council risk or cost objectives.

The Treasury Management strategy for 2014/15 covers two main areas:

Capital Issues
. the capital plans and the prudential indicators;
. the Minimum Revenue Provision strategy.

Treasury Management Issues
. the current treasury position as at December 2013;

. treasury indicators which will limit the treasury risk and activities of the
council;

. prospects for interest rates;

. the borrowing strategy;

. policy on borrowing in advance of need;

. debt rescheduling and early repayment of debt review;

. the Annual Investment Strategy and alternative investment instruments;
. creditworthiness policy

. Treasury Management Principles (Appendix 5);

. cash flow policy and three year cash flow; and

« policy on use of external service providers.

These elements cover the requirements of the Local Government Act 2003, the
CIFPA Prudential Code, the Communities and Local Government (CLG) MRP
Guidance, the CIPFA Treasury Management Code and the CLG Investment
Guidance.
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2.2

The Current Treasury Position

The Use of the Council’s Resources and the Investment Position

The application of resources (capital receipts, reserves etc.) to either finance
capital expenditure or other budget decisions to support the revenue budget

will have an ongoing impact on investments unless resources are

supplemented each year from new sources for example asset sales.

The table below shows the position as at 31 January 2014

Year End Resources 2012/13 31 Dec 31 March 31 March
Actual 2013/14 2013/14 2014/15
£’000 Actual Estimate Estimate

£000 £000 £°000

Investments 67,470 100,370 75,000 51,000

Interest on investments 978 323 729 522

Borrowing

Long Term Borrowing 116,976 116,976 116,976 116,976
Short Term Borrowing 8,000

Total External Debt 124,976 116,976 116,976 116,976

Interest on External

Debt 6,696 5,024 6,696 6,696

Long Term

Short Term 6,696 3,270 6,696 6,696
Total Interest on
External Debt

Interest on investments figures above do not include interest from policy investments.

The application of resources (reserves and sometimes capital receipts) to
finance capital expenditure or other budget decisions to support the revenue
budget will have an ongoing impact on investments.

The Capital Prudential Indicators

Capital expenditure plans are one of the key drivers of Treasury Management
activity, the output of the capital expenditure plans is reflected in prudential
indicators which are designed to provide members with an overview and
confirm capital expenditure plans.
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Capital Expenditure — this indicator is a summary of the council’s capital
expenditure plans, both those agreed previously, and those forming part of this
budget cycle. It should be noted that the figures in the table below do not
reflect any slippage in the capital programme.

. . 201213 | 2013/14 2014/15 2015/16 | 2016/17 | 2017/18
CETPHE 2 TECRIE Actual Estimate | Estimate | Estimate | Estimate | Estimate
£000 £000 £000 £000 £000 £000

Children Schools & 24,370 12,862 27,193 14,722 22,087 21,399
Families

Community & 1,060 1,764 3,574 1,074 1,274 280
Housing

Corporate Services 2,583 4,946 7,858 3,091 3,362 2,806
Environment & 11,813 12,280 15,920 19,900 7,204 4 555
Regeneration

Total Non-HRA 39,826 31,852 54,545 38,787 33,927 29,040

The table below shows how the capital expenditure plans are being financed
by revenue or capital resources. A short fall of resources means a borrowing
need. The capital programme expenditure figures used in calculating the

financing costs have been adjusted for slippage in the programme.

Capital Expenditure 2012/13 | 2013/14 | 2014/15 | 2015/16 | 2016/17 | 2017/18
Actual | Estimate | Estimate | Estimate | Estimate | Estimate
£000 £000 £000 £°000 £000 £°000

Capital Expenditure 39,826 31,852 54,545 38,787 33,927 29,040

Slippage* 1,354 9,940 -2,582 -3,780 -3,234

Total Capital 39,826 30,498 44 605 41,369 37,707 32,274

Expenditure

Financed by:

Capital Receipts 1,002 582 332 64 5 1

Capital Grants & 24,251 17,760 27,723 10,038 7,261 5,288

Contributions

Capital Reserves

Revenue Provisions 2,936 1,683 3,001 96 0 0

Other Financing

Sources

Net financing need for | 11,637 10,473 13,549 31,171 30,441 26,985

the year

*Slippage includes slippage in from the previous year and out to the following year
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3.2

The Council’s Borrowing Need (the Capital Financing Requirement)

The second prudential indicator Capital Financing Requirement (CFR), this is
simply the total historical outstanding capital expenditure which has not yet
been paid for from either revenue or capital resources i.e. a measure of the
underlying borrowing need. Any capital expenditure above, which has not
immediately been paid for, will increase the CFR.

The CFR includes any other long term liabilities like PFI schemes and finance
leases which have been brought onto the balance sheet. Whilst this increases
the CFR, and therefore the council’s borrowing requirement, it should be noted
that these types of scheme include a borrowing facility and so the council is not
required to separately borrow for these schemes.

This council has no Housing Revenue Account (HRA) and no new PFI

schemes in 2014/15 is expected.

2012/13 | 2013/14 | 2014/15 | 2015/16 | 2016/17 | 2017/18
Actual | Estimate | Estimate | Estimate | Estimate | Estimate
£'000 £'000 £'000 £'000 £'000 £'000
Capital Financing Requirement
CFR (non-housing) 213,525 | 215,186 | 219,591 | 241,227 | 261,170 | 276,175
Total CFR 213,525 | 215,186 | 219,591 | 241,227 | 261,170 | 276,175
Movement in CFR 3,177 1,661 4,405 21,636 | 19,943 15,005
Movement in CFR represented by
Net financing need for the 11,637 10,473 13,549 31,171 30,441 26,985
year (above)
Less Capital MRP/VRP (7,347) | (7,626) | (7,617)| (8,027)| (9,102)| (10,425)
Less Other MRP/VRP (1,113)| (1,186) | (1,527)| (1,508) | (1,396)| (1,555)
(leasing, PFI)
Less Other financing
movements
e Adjustment of PFI
Liability
e Adjustment of MRP
Movement in CFR 3,177 1,661 4,405 21,636 | 19,943 ( 15,005

Actual and estimates of the ratio of financing costs to net revenue stream
- this indicator identifies the trend in the cost of capital (borrowing and other

long term obligation costs net of investment income) against the net revenue

stream. The indicator shows the proportion of the income received from council
tax, revenue support grant and NNDR that is spent in paying the
consequences of borrowing associated with delivery of capital investment i.e.
principal and interest charges of long term borrowing.
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2012/13 2013/14 2014/15 2015/16 2016/17 2017/18
Actual | Estimate | Estimate | Estimate | Estimate | Estimate
% % % % % %
Ratio of Financing Costs 10.76% 10.92% 11.40% 12.80% 14.12% 15.79%
to Net Revenue Stream
(Non HRA)
The table below shows the monetary values for the above ratio
2012/13 2013/14 2014/15 2015/16 2016/17 2017/18
Actual | Estimate | Estimate | Estimate | Estimate | Estimate
£000 £°000 £°000 £000 £°000 £000
Net Revenue Financing 17,040 17,932 18,528 18,956 20,297 22,549
Costs
Net Financing Stream** 158,347 164,260 162,542 148,061 143,704 142,847

Estimates of the incremental impact of capital investment decisions on
council tax as at 10 February 2014

The table below shows the Incremental impact of changes in the capital

programme (incorporating the effects of changes in treasury forecasts and
investment decisions) on the band D council tax.

% 2012/13| 2013/14 | 2014/15| 2015/16 2016/17 2017/18
Actual| Estimate | Estimate | Estimate | Estimate| Estimate
% % % % % %
Council tax — band D -0.13% 1.20% 0.79% 0.57% 1.78% 2.99%
£ 2012/13 | 2013/14 | 2014/15 | 2015/16 2016/17 2017/18
Actual | Estimate | Estimate | Estimate | Estimate | Estimate
£ £ £ £ £ £
Incremental Change in
Capital Financing -104,000 | 892,000 | 596,000 | 428,000 | 1,341,000 | 2,252,000
Costs
Council Tax Base 74,816 66,981 68,087 68,087 68,087 68,087
Incremental Impact
on Council Tax - -1.39 13.32 8.75 6.29 19.70 33.08
Band D***
Council Tax - Band D 1106.56 | 1106.56 | 1106.56 | 1106.56 1106.56 1106.56

**%2013/14 is actual council tax amounts, 2014/15 is proposed and remains unchanged from 2012/13. However the council tax
base for future years is an approximation of future years.
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4, Minimum Revenue Provision (MRP)

4.1  The council is required to pay off an element of the accumulated General Fund
capital spend each year (the CFR) through a revenue charge (the MRP),
although it is also allowed to undertake additional voluntary payments if
required (voluntary revenue provision - VRP). The Council has not made any
provision for VRP in its capital expenditure.

For capital expenditure incurred before 1 April 2008 or by Supported Capital
Expenditure, the MRP policy follows CLG regulations (option 1). This provides
for an approximate 4% reduction in the borrowing need (CFR) each year.

From 1 April 2008 for all unsupported borrowing (including PFI and finance
leases) the MRP policy will be based on the Asset Life Method — CLG
regulations (option 3).

This option will be applied for any expenditure capitalised under a capitalisation
direction. It should be noted that this option provides for a reduction in the
borrowing need over approximately the asset’s life.

Depreciation (Years)

Category

Properties valued over £1m

Buildings 50
Mechanical & Electrical 20
External 20
Properties valued under £1m

Buildings 40
Infrastructure (roads etc) 25
Computer software and Computer hardware 5
Large vehicles — e.g. buses, RCVs 7
Small vehicles — e.g. cars, vans 5
Other equipment e.g. CCTV 5
MRP years where there is no depreciation equivalent

Land 50
Revenue Expenditure Funded by capital Under Statute e.g. 20
Redundancy costs

5. Treasury Management Strategy

5.1 The Prospects for Interest Rates and economic forecasts

The following table gives the central position on the council’s Treasury
Management adviser’'s view on the prospects on interest rates.
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Annual Average % Bank Rate PWLB Borrowing Rates (%)
(%)

5 year | 10 year 25 year 50 year
March 2014 0.50 2.50 3.60 4.40 4.40
June 2014 0.50 2.60 3.70 4.50 4.50
Sept 2014 0.50 2.70 3.80 4.50 4.50
Dec 2014 0.50 2.70 3.80 4.60 4.60
March 2015 0.50 2.80 3.90 4.60 4.70
June 2015 0.50 2.80 3.90 4.70 4.80
Sept 2015 0.50 2.90 4.00 4.80 4.90
Dec 2015 0.50 3.00 4.10 4.90 5.00
March 2016 0.50 3.10 4.20 5.00 5.10
June 2016 0.75 3.20 4.30 5.10 5.20
Sept 2016 1.00 3.30 4.30 5.10 5.20
Dec 2016 1.00 3.40 4.40 5.10 5.20
March 2017 1.25 3.40 4.50 5.10 5.20

Source: Capita Asset Services

The council is on the list of qualifying authorities will lend at 0.2% less than the
going PWLB rates.

Funding for lending has kept a lid on interest rates in the UK and most of
Europe over the past 12 months. UK strong growth of 0.7% in Q2, 0.0% in Q3
and 0.085% in Q4 has meant that unemployment is falling faster towards the
threshold of 7% set by the MPC before it said it would consider an increase in
Bank Rate.

A sharp fall in inflation (CPI) to 2.1% occurred in November and forward
indications are that inflation will continue to be subdued. For the first time in
four years UK inflation figures hit the Bank of England target level. December
CPI grew 2%.

Short dated gilts experienced a sharp jump in December due to the UK growth
and the US Federal Reserve announcement in December that it will start to
taper its asset purchases by reducing them by $10bn per month from January
2014. Wage inflation continues to remain significantly below CPI inflation.

The Eurozone concerns have subsided considerably however sovereign debt
difficulties have not gone away.

e Investment returns are likely to remain relatively low during 2014/15
because the 7% unemployment rate is the threshold for reconsidering
policy and not the trigger for rate rises according to the MPC although over
night index swap markets have priced a rate rise in Q1 2015. ;

e Interest rates are likely to change when there are fundermental changes in
central bank policies in the UK and US because such changes will affect
the market, will affect swap prices significantly and affect the forward rate
curve.
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5.2

Borrowing Strategy

Current Borrowing Portfolio Position

The table below shows the CFR against the gross debt position of the council.
The gross debt includes other long term liabilities like PFI and finance lease

obligations.
2012/13 | 2013/14 | 2014/15 | 2015/16 | 2016/17 | 2017/18
Actual Estimate | Estimate | Estimate | Estimate | Estimate
£000 £000 £000 £000 £000 £°000
External Debt at 1 April [ 125,039 | 124,976 | 116,976 | 116,976 | 116,976 | 133,913
Expected change in
Debt (repayment and -63 -8,000 0 0 16,937 15,528
new debt)****
gL‘Lst'“g External 124,976 | 116,976 | 116,976 | 119,976 | 133,913 | 149 441
PFI liabilities at 1 April 38,125 37,287 36,216 34,734 33,277 31,932
Expected change in
PE| Liabilities -839 -1,071 -1,482 -1,457 -1,345 -1,481
C|os|ng PFI balance 37,287 36,216 34,734 33,277 31,932 30,451
;‘;‘r"j‘lme Leases at 1 855 615 501 425 374 323
Expected Change in -240 -115 -75 -51 -51 -74
Finance Leases
Closing Balance 615 501 425 374 323 248
Finance Leases
Salix Loan 58 48 38 28 18
Salix in year -10 -10 -10 -10 -10
movement
Clo_smg Balance 48 38 28 18 8
Salix
'g‘ftﬁg'rg:“s debtat | 165878 | 153,741 | 152,173 | 150,655 | 166,186 | 180,148
Capital Financing 213,525 | 215,186 | 219,591 | 241,227 | 261,170 | 276,175
Requirement
Under/(over) 50,647 -61,958 -68,462 -92,213 -97,265 -99,039
borrowing

****£3.967m of long term debt matures in 2017/18
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The council is currently maintaining an under-borrowed position. This means
that the capital borrowing need (the CFR), has not been fully funded with loan
debt as cash supporting the council’s reserves, balances and cash flow has
been used as a temporary measure. It should be noted that the PFIl and
finance lease portion of the CFR will not be funded by additional loan. This
strategy is prudent as investment returns still low and counterparty risk remains
to a degree. Against this background and the risks within the economic
forecast, the Director of Corporate Services will monitor interest rates in
financial markets to maximise short term savings. However when interest rates
begin to rise faster than expected, the council will consider borrowing in
advance of need than current forecast requirements show.

Debt Liability Benchmarking

In defining its borrowing strategy, the council considered the true
characteristics of all of the debt instruments in its portfolio, most especially the
LOBOQO’s and the various options available to the council. Consideration was
given to the fact that in the current economic climate the LOBO’s in the
council’s portfolio will not be called due to their very high interest rate. Should
they be called, replacement borrowing will not be required because the council
will have cash available in 2014/15 to meet the call options based on the
current estimates of the use of internal borrowing for the capital program.
However future estimated use of cash to temporarily fund the capital program
may be affected.

All Counter parties were contacted and most responded citing a minimum rate
they would consider reviewing the call option on the LOBO was over 3%. Bank
of England rate is currently 0.50% with rates not expected to rise t01.00%
before Q1 2015.

The borrowing strategy to temporarily finance its capital program, led the
council to consider setting a minimum amount of projected liquid cash of £10m.
This means that cash outflows for capital purposes would primarily be met from
cash investments until £10m was reached and only at that point would external
borrowing be undertaken except if interest rates fall well below its borrowing
trigger rate then the council will borrow in advance of need or where interest
rates are expected to rise significantly. The council will review continue to
review through out the year its options around higher and lower levels of cash-
backed balances.

The council has given consideration to future borrowing rates for new
borrowing and has set a trigger rate of 3.75% for 25 to 30 year PWLB loans.
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Treasury Risk Analysis - Debt

Whilst it is not mandatory for Local Authorities to adopt the CIPFA Risk Toolkit
produced by CIPFA’s Treasury Management Panel last year in relation to
treasury management, the Council has chosen to participate in the risk study

and adopt the risk toolkit in 2014/15 as there are some merits for the council in
managing its integrated treasury management portfolio and in considering risk
mitigation options for its treasury management review process and
benchmarking with its peers.

5.3

Treasury Indicators: Limits to Borrowing Activity

The Operational Boundary - this is the limit beyond which external borrowing
is not normally expected to exceed.

Operational boundary 2012/13 2013/14 | 2014/15 | 2015116 | 2016/17 | 2017/18

: Actual Estimate | Estimate | Estimate | Estimate | Estimate
£000 £000 £000 £000 £000 £000 £000
External Debt 124,976 | 116,976 | 116,976 | 119,976 | 133,913 | 149,441
Other long term liabilities 37,902 36,765 | 35,159 | 33,679 32,273 30,707
Operational Boundary 162,262 | 153,192 | 152,173 | 150,655 | 166,186 | 180,148

The Authorised Limit for external borrowing

The limit is the statutory limit determined under section 3 (1) of the Local

Government Act 2003. It represents a limit beyond which external borrowing

must not go over in the 3 years, and this limit when set is to be revised
annually by Council. It reflects the level of external borrowing which, while not
desired, could be afforded in the short term, but is not sustainable in the longer

term.
2012/13 | 2013/14 | 2014/15 | 2015/16 | 2016/17 | 2017/18
Actual | Estimate | Estimate | Estimate | Estimate | Estimate
£000 £°000 £000 £000 £000 £000
Gross Debt 164,253 | 162,262 | 152,173 | 150,655 | 166,186 | 180,148
Authorised Limit | 182,262 | 183,192 | 212,173 | 210,655 | 226,186 | 240,148

Members are required to note that these authorised limits shows the gross
maximum borrowing for the year and, in year regulatory accounting changes

which may affect the level of debt in the balance sheet as well as allow for any

potential overdraft position and short term borrowing for cash flow purposes. All
of which will be counted against the overall borrowing. The authorised limit also
provides headroom for any debt rescheduling which may occur during the year
and any borrowing in advance of need.
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5.4

Treasury Management Limits on Activity

e The table below shows the debt related treasury activity limits.

Members are asked to note that the maturity structure guidance has changed
in the CIPFA 2011 guidance notes for Lenders Option Borrowers Option
(LOBO) Loans, the maturity dates is now deemed to be the next call date.

As interest rates begin to rise, it may be beneficial for the council to go into
some variable rate investments to avoid being locked into long term
investments at low rates in a period of rising interest rates.

The table below shows the fixed and variable interest rate exposure

2013/14 | 2014/15| 2015/16 | 2016/17 201718
Interest rate Exposures Upper Upper Upper Upper Upper
Estimate | Estimate | Estimate | Estimate | Estimate
Upper limit for fixed interest 100% 100% 100% 100% 100%
rates based on net debt
Upper limit for variable interest 50% 50% 50% 50% 50%
rates based on net debt
Limits on fixed interest rates:
o Debt only 100% 100% 100% 100% 100%
e Investments only 100% 100% 100% 100% 100%
Limits on variable interest rates
e Debt only 40% 40% 40% 40% 40%
e Investments only 40% 40% 40% 40% 40%

The table below shows the Limits on the Maturity Structure of Borrowing

Maturity Structure of fixed Maturity Structure of variable

interest rate borrowing 2014/15 interest rate borrowing 2014/15

Actual at Lower | Upper Actual Lower Upper

31/01/2014 31/01/2014

Under 12 months 0.0% 0% 60% 0% 0% 50%

12 months to 2 0.0% | 0%| 60% 0% 0% |  50%
years

2 years to 5 years 3.39% 0% 60% 0% 0% 50%

5 years to 10 years 3.68% 0% 80% 0% 0% 50%

10 years and 92.93% | 0% | 100% 0% 0% |  50%
above
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Local Indicators

The table below shows target borrowing and investment rates

2012/13 2013/14 2014/15 2015/16 2016/17 2017/18
Actual Estimate | Estimate | Estimate | Estimate | Estimate
% % % % % %
Average Investment 0.81% 0.78% 0.65% 0.75% 1.00% 1.50%
Target Return
Long Term Borrowing
Target
e Current Portfolio 5.72% 5.72% 5.72% 5.72% 5.72% 5.72%
e New Borrowing 0 0 3.75% 3.75% 4.00% 4.00%
trigger rate

The average investment target return above is based on the expected target return for

the following periods

Period

Overnight

7 day

1 month

3 month

6 month

12 months

Target Rate

0.20%

0.35%

0.36%

0.40%

0.47%

0.76%

5.5

Policy on Borrowing in Advance of Need

The London Borough of Merton will not borrow more than, or in advance of its
needs, purely in order to profit from the investment of the extra sums borrowed.
Any decision to borrow in advance will be within forward approved CFR
estimates, and will be considered carefully to ensure that value for money can
be demonstrated and that the council can ensure the security of such funds.
Should interest rates reach the borrowing trigger rates of 3.75% or less then,
borrowing in advance could be made within the constraints that:

e It will be limited to no more than 50% of the expected increase in borrowing
need (CFR) over the three year planning period; and

e Would not look to borrow more than 24 months in advance of need. Where
possible rates will be locked using forward borrowing to reduce the risk of
the council holding cash in low interest rate environment.
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Risks associated with any borrowing in advance activity will be subject to prior
appraisal and subsequent reporting through the mid-year or annual reporting
mechanism. The possibility of this happening is very slim. However should the
council need to borrow in advance of need, then the following will apply.

Year Maximum Borrowing in advance | Notes
2014/15 0% Borrowing in advance will be limited to no more
5015-16 No more than 50% of CER than 5Q% of the expected increase .in

increase borrowing neeq (CFR) over t_he period of the

approved Medium Term Capital Programme, a

2016-17 No more than 50% of CFR maximum of 2 years in advance.

increase
2017-18 No more than 50% of CFR

increase

5.6. Debt Rescheduling
The table below shows the maturity profile of the council’s current debt as at 31

January 2014

£'000 % of portfolio
less than 1 year 0 0.00
1-2years 0 0.00
2 - 5years 3,966,258 3.39
5-10 years 4,310,000 3.68
10 -15 years 30,700,000 26.24
15- 20 years 1,000,000 0.85
20 - 25 years 11,500,000 9.83
25-30 years 13,500,000.00 11.54
30 - 35 years 0 0.00
35-40 years 7,000,000 5.98
40 -45 years 25,000,000 21.37
45-50 years 20,000,000 17.10
Total 116,976,258 100.00

All of the Council’'s LOBQO’s are past their call dates, however should all LOBO’s be
called at their next interest due date then the maturity profile will be as shown in the
table below and even which is very unlikely due to interest rates being so low:
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£'000 % of portfolio
less than 1 year 63,000,000 53.86
1-2years 0 0.00
2 -5 years 1,966,258 1.68
5-10 years 310,000 0.27
10 -15 years 26,200,000 22.40
15- 20 years 1,000,000 0.85
20 - 25 years 2,500,000 214
25-30 years 0.00 0.00
30 - 35 years 0 0.00
35-40 years 7,000,000 5.98
40 -45 years 15,000,000 12.82
45-50 years 0 0.00
Total 116,976,258 100.00

5.7

The review of redemption estimates showed that the premium to be paid on the
PWLB loan portfolio total of £52.010m will be £11.359m. Estimates as at 15
January 2014 (Appendix 1).

The Director of Corporate Services will continue to review and identify any
residual potential for making savings and provide cabinet with updates when
such circumstances present itself. All rescheduling made will be reported to
cabinet at the earliest meeting following action.

Key and Future Changes which may affect Treasury Management

e Future changes to money market fund valuation

Proposed EU legislative changes which will require money market funds
with constant net asset value to change to variable net asset value. This
will mean that investors in the fund will be liable for their share of all
losses as a result of counterparty failure.

e Changes to accounting for schools

Proposals to accounting for schools in Local Authority Accounts where by
payments of Dedicated Schools Grant to non-controlled schools will be
recorded as payment to 3" parties in the Income and Expenditure
statement. Likely impacts are cashflow items like teachers payroll.

e Transport Infrastructure Assets
This is expected to start possibly in 2014/15 financial year. It is proposed
that liabilities under PFI arrangements (for example road schemes) be
recognized like they are financial liability under IAS39. It is anticipated that
there will be not impact on MRP, however the impact on borrowing limits is
unknown at the moment.
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6.2

6.3

o Proposed changes to leasing
Future changes to accounting for leasing may mean that the cost of
service will increase along with increases in MRP and CFR which affect
the underlying borrowing requirement of the Council. It is anticipated that
there may be some impact on both capital and revenue income.

Annual Investment Strategy

Investment Policy

The London Borough of Merton’s investment policy has regard to the CLG’s
Guidance on Local Government Investments (“the Guidance”) and the 2011
revised CIPFA Treasury Management in Public Services Code of Practice and
Cross Sectoral Guidance Notes (“the CIPFA TM Code”). The council’s
investment priorities will be security first, liquidity second, then return.

Investment Strategy

The council does not place cash with fund managers as all of its cash is
managed in house. Base rate is forecast to remain at 0.50% till Q1 2015.

The forecast rates have been built on the basis that bank rate is expected to
remain unchanged to around quarter one of 2015, however if interest rates do
not rise then future income expectations may not be met. Local indicators
/benchmark for investments set is included in paragraph 5.4 this report

Cash available for investments will be split into three categories;

e Operational cash

e Core cash

e Strategic cash

Strategic cash will aim to be locked for longer periods of up to 12 months or
more to enable the council to gain the advantage of good rates. However this is
also constrained by counterparty risk. Operational cash will predominantly be
overnight cash and cash locked away for less than one month.

Alternative investment instruments

The Council has in the past restricted its treasury activities to simple
investment structures like fixed deposits. However in today's market there are
a wide range of alternative asset classes available like enhanced money
market funds, corporate bonds, property funds and equity funds. There are
varying degree of risks associated with each of these asset classes as such
these need a good understanding of not just credit risk but interest rate/liquidity
and market risk. Should the council choose to invest in these asset classes a
comprehensive analysis will be conducted to understand the risk associated
them.
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6.4 Investment treasury indicator and limit - total principal funds invested for
greater than 364 days. These limits are set with regard to the council’s liquidity
requirements and are based on the availability of funds after each year-end.

31 Dec | 2013/14 | 2014/15 | 2015/16 | 2016/17 | 2017/18
2013 Estimate | Estimate | Estimate | Estimate | Estimate
Actual | £'m £'m £'m £'m £m

£'m

Estimated Principal 0 20m 40m 40m 30m 30m

sums invested greater

than 364 days

For its cash flow generated balances, the council will seek to utilise its, reserve
accounts, 15 and 30 day notice accounts, money market funds and short-dated
deposits (overnight to three months) in order to benefit from the compounding
of interest.

6.5 The use of Specified and Non-Specified Investments

Investment instruments identified for use in the financial year are as follows:

Specified Investments

An investment is a specified investment if all of the following apply:

e The investment is denominated in sterling and any payments or
repayments in respect of the investment are payable only in sterling;

e The investment is not a long term investment;

e The making of the investment is not defined as capital expenditure by
virtue of regulation 25(1)(d) of the Local Authorities (Capital Finance and
Accounting) (England) Regulations 2003 [SI 3146 as amended]; and

e The investment is made with a body or in an investment scheme of high
credit quality or with one of the following public-sector bodies:

o The United Kingdom Government;
o Alocal authority in England or Wales (as defined under section 23 of the
2003 Act).

Non Specified Investments

Non-Specified investments are defined as those not meeting the above criteria

and exceeding 365 days in duration.

6.6 Investment Risk Benchmarking

These benchmarks are simple guides to maximum risk, so they may be
breached from time to time, depending on movements in interest rates and
counterparty criteria. The purpose of the benchmark is that officers will monitor
the current and trend position and amend the operational strategy to manage
risk as conditions change
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6.7

Security - The council’s maximum security risk benchmark for the current
portfolio, when compared to these historic default tables, is:

e 0.00% historic risk of default which is not due to administrative faults when
compared to the whole portfolio.

e Liquidity — in respect of this area the council seeks to maintain:
o Bank overdraft - £1m

o Liquid short term deposits of around £5m or more available with a
week’s notice.

Risk Management and Creditworthiness Policy

In managing its risk, the London Borough of Merton will only use financial
instruments for the prudent management of its financial affairs and never for
speculative purposes.

In order to minimise the risk to investments, the council’s minimum acceptable
credit quality of counterparties for inclusion on its lending list is listed below.
Credit ratings including viability ratings are monitored daily in the first instance
as prescribed by CIPFA using daily electronic notifications of the three
agencies received from the council’s treasury adviser.

In addition other monitoring takes the form of;

e Review where possible daily financial news and treasury journals for news
on counterparties and soverigns;

e Receiving and reading direct mail shots from the ratings agencies;

e Share price monitoring of counterparties for early warning signals;

e Monitor other market information and pricing data such as the Credit
Default Swaps via data obtained from the council’s treasury adviser;

e As part of daily contact with brokers market information will be obtained;

e The counterparties exposure to sovereign debt; and

e Provisions which the counterparty has in place in compliance with Financial
Services Authority (FSA) and EU rules e.g. the Individual Liquidity
Adequacy Standards — Basle Committee directives.

e European Banking Association Bank Reports and Euopean Securities
Market Association report and news

e For money market funds in addition to the credit rating, the Weighted
Average Maturity and the constituents counterparties will be monitored
daily in addition to comrehensive month end reviews..

e The Council’'s aggregate exposure to counterpaties including its money
market constituent funds will be monitored on a monthly basis and where
possible daily.

Investment instruments identified for use in the financial year are listed in

Appendices 2A and 2B to this report under the categories of specified and non

specified investment categories.

Page 72



Apart from government owned or part owned banks, the minimum credit criteria
the council will use for individual counterparties is stated below:

BANKS AND BUILDING SOCIETIES MINIMUM CRITERIA ACROSS ALL THREE
RATING AGENCIES
FITCH MOODY’s S&P
Short Term F1 P-1 A-1
Long Term A- A3 A-
OTHER CRITERIA
Viability / BFSR Rating Bbb+ Cc- n/a
Support 1 n/a n/a

The rating agency support rating score remain a key criteria and only
counterparties with support 1 will be used. For building societies in addition to
credit criteria, the council will also use only the top ten building societies in
terms of asset value. However credit quality rather than asset size or position
in the league table ranking will be the main driver for selection.

FITCH MOODY’s S&P
Money Market Funds AAAmMmMf Aaa-mf AAAmM
UK Gilts Assume rating of UK Government Soverign
Government Instituitions and DMADF N/A (assume rating of UK Government
Soverign
Local authorities, parish councils N/A (assume rating of UK Government
Collateralised Deposits Soverign
Supranational Institutions AAA Aaa AAA
Multerlateral Development Banks AAA Aaa AAA

Duration of use for Counterparties - In coming to a decision on duration the
Council will consider suggested duration from its adviser. Counterparties may
therefore fall in to duration categories of:

e notto be used,

e use for three months or less ,

e use for six months or less,

e use for one year or less or

e use for one year or more

e use for two years or less or

e use for five years or less (this will apply to AA+ rated government debt)

The council in additon to the criteria above will also consider the sovereign

ratings of each of its counterparties. This is included in Appendix 2 of this
report.
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6.8

Counterparty Downgrades

A counterparty will be removed, suspended or kept on close watch from the
council’s approved list on the following grounds:

if a downgrade results in the counterparty / investment scheme no longer
meeting the council’s minimum criteria, its further use as a new investment
will be withdrawn immediately;

If the council is advised of movements in CDS which shows extreme
market movements which may result in downgrade of an institution;

If market information or market data indicate that there is cause for concern
about a counterparty;

If there are adverse changes to government support for banks or the
support is withdrawn; and

If the Sovereign rating of the counterparty is downgraded below the
council’s minimum rating for a soverign.

There may be occasions when the counterparty ratings from one rating agency

are

marginally lower than these ratings but may still be used. In these

instances consideration will be given to the whole range of ratings available, or
other topical market information, to support their use.

Treasury Risk Analysis — Investments
The tables below show the Security/Liquidity/Yield characteristics of the
council’s investments as at 31 January 2014.

Portfolio Breakdown Institution Type Country
Fixed Deposits | 90.70% Banks 65.51% UK 100%
Building Foreign ex
(o) (o) (o)
Call 9.30% Societies 15.22% MME’s 0%
MMF 0% | | ZovernmentL 1 49 28y
CD’s 0% MMF 0%
Other 0%
Total 100% Total 100% Total 100%
Maturity Structure of Investments as at 31 January 2014
Number of £ (‘000) %
Investments
<1 month 4 14,770 15
1 — 3 months 9 28,400 29
3 — 6 months 9 14,500 15
6 — 9 months 8 19,400 20
9 — 12 months 5 16,500 17
12 months+ 1 5,000 5
Total 98,570 100
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6.9

6.10

6.11

6.12

6.13

Provisions for Credit Related Losses

If any of the council’s investments appears at risk of loss due to default (i.e. this
is a credit-related loss and not one resulting from a fall in price due to
movements in interest rates) the council will make revenue provision of an
appropriate amount. To avoid this

Banking Arrangements

The council’s bankers are Lloyds bank. The Council’s bank accounts include
some school accounts and client bank accounts managed as part of its
Appointeeship role for residents that require this support. All schools are
responsible for the management of their bank accounts.

From time to time the council may open bank accounts with other banks for
specific reasons.

Country limits

The current economic climate has not only affected companies and financial
institutions, it has affected sovereigns as well. In addition to counterparty
selection, due care will be placed on country selection and only approved
counterparties from countries with a minimum sovereign credit rating of AA-
(Appendix 3 ).

This does not mean that the council will lend to every sovereign that meets this
criteria, the list will be added to, or deducted from, by officers in consultation
with the Director of Corporate Services, should ratings change in accordance
with this policy. The council is mindfull of the fact that investments should not
be concentrated in one counterparty or country apart from the UK. Therefore;

e no more than 50% of the council’s aggregate investments will be placed
with any non-UK country at any time;

e Countries will be monitored weekly as part of the credit rating’s monitoring
for appropriateness against limits suggested by the council’s treasury
adviser Capita Asset Services.

Nationalised and Part Nationalised Banks - Part nationalised UK banks —
Lloyds Bank and Royal Bank of Scotland these banks will be included on the
council’s lending list in so far as they continue to be part nationalised or they
meet the minimum ratings set by the council. When they cease to be part
nationalised then they will be assessed like any other counterparty.

Group Limits - No more that 50% of the council’'s aggregate funds will be
placed in any one banking group. To avoid this happening, the council will
invest in a range of strong counterparties.
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6.14

6.15

6.16

7.2

Guarantee from Parent Banks - The council will use these where the parent
bank has provided an appropriate guarantee or has the necessary ratings
outlined above to suggest this.

Lending to Community Organisations and Other Third Parties - Any loans
to or investments in third parties will be made under the Well Being powers of
the council conferred by section 2 of the Local Government Act 2000 or
Localism Act of 2012.

The Well Being power can be exercised for the benefit of some or all of the
residents or visitors to a local authority’s area. The power may also be used to
benefit organisations, schools or even individuals. Loans of this nature will be
under exceptional circumstances and must be approved by cabinet or by
delegated authority to the Director of Corporate Services.

Where it is deemed necessary additional guarantees will be sought. This will
be via security against assets and/or through guarantees from a parent
company.

In other instances, the council may receive soft loans from government
agencies, European Economic Community agencies or organisations like Salix
for energy efficiency related loans.

Comparative Reviews - The Council participates in various comparative and
benchmarking clubs.

Cash Flow Management

CIPFA requires all monies to be under the control of the responsible officer and
for cash flow projections to be prepared on a regular and timely basis.
Cashflow, actuals and forecast are recorded using Logotech systems. At the
end of each day the net receipts and payments is either invested or borrowed
to ensure that the council’s bank account is kept at a minimum.

The current projection as at 31 January 2014 for 2013/14 year end is a cash
balance of £75m.

Purchase and Corporate Credit Cards
The use of corporate credit cards like other accounts payable methods carries

significant risks. The Director of Corporate Services is responsible for ensuring
that the council has appropriate controls in place to protect the council’s funds.
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8.

10.

10.1

11.
11.1

Policy on the use of external service providers

The council recognises CIPFA’s guidance on Treasury Management that the
responsibility for Treasury Management cannot be delegated outside the
authority and recognises that any external service provider used by the council
is to support the in-house Treasury Management function. The council will
ensure that the terms of their appointment and the methods by which their
value will be assessed are properly agreed and documented, and subjected to
regular review. The council is aware of the CIPFA Treasury Management
Advisors Regulation and Services issues in March 2010.

The council is also mindful of the requirements of the Bribery Act 2011 in its
dealings with external providers. A copy of the Council’s policy can be found in
the link below.

http://www.merton.gov.uk/democratic_services/w-agendas/w-nonexecreports/1115.pdf
Training

A key outcome of the recent investigations into Local Authority investments is
the need to ensure that all relevant Treasury Management staff receive
appropriate training and knowledge in relation to these activities. Training is in-
house on the job, via CIPFA seminars and training courses, via treasury
adviser seminars and training courses and sometimes counterparties conduct
training. In addition members of the team attend national forums and
practitioner user groups.

The Localism Act

A key element of the Act is the “General Power of Competence”: “A local
authority has power to do anything that individuals generally may do.” CIPFA
emphasise that where the legality of the use of derivatives is confirmed, then
there is a need for a framework for their use. The council does not use
derivatives. Should the need for the use of derivative arise as a requirement for
managing its interest rate exposure or hedging its investments, the council will
take legal advice and report to members before use.

Treasury Management Practices

The 2011 code reinforces a framework of 12 Treasury Management practices
(TMPs), which define the manner in which authorities seek to achieve the
policies and objectives outlined in their Treasury Management policy
statement. The council’s detailed Treasury Management practices approved in
March 2012/13 can be found on the council’s intranet. An updated version is
included as Appendix 5
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12.
121

13.

Appendices

Appendix 1—- Early Repayment of Debt estimate

Appendix 2A — Specified Investments

Appendix 2B — Non Specified Investments

Appendix 3 — Approved Countries for Investment

Appendix 4 — The Treasury Management Role of the S151 Officer
Appendix 5 — Treasury Management Principles 2014/15
Appendix 6 — Cash Flow Statement 2013/14 to 2015/16

Background Papers

e CIPFA Treasury Management in Public Services. Code of Practice and
Cross —Sectional Guidance Notes 2011

e CIPFA Prudential Code for Capital Finance in Local Authorities 2013
Edition

e 2012/13 Treasury Management Strategy report

e The Guide to Local Government Finance (2013 Edition) Module 4:
Treasury Management

e CIPFA Practical Considerations in Using Financial Instruments to Manage
Risk in the Public Sector
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APPENDIX 3

Approved countries for investments for use by the council’s treasury team or countries in which the
money markets the council invests in place money based on ratings as at 31 January 2014. It should
however be noted that the countries on the council’s approved list may change from time to time as
Sovereign ratings change. Where rating agencies have awarded different ratings, the lowest credit
rating will apply.

Sovereign Fitch Long Moody's Long S&P Long
Benchmark Term Ratings Term Ratings Term Ratings
Australia AAA Aaa AAA
Canada AAA Aaa AAA
Denmark AAA Aaa AAA
Finland AAA Aaa AAA
Germany AAA Aaa AAA
Luxembourg AAA Aaa AAA
Norway AAA Aaa AAA
Singapore AAA Aaa AAA
Sweden AAA Aaa AAA
Switzerland AAA Aaa AAA
Hong Kong AA+ Aa1l AAA
Netherlands AAA Aaa AA+
U.K AA+ Aa1 AAA
USA AAA Aaa AA+
Abu Dhabi (U.A.E) AA Aa2 AA
France AA+ Aa1l AA
Qatar - Aa2 AA
Belgium AA Aa3 AA
Saudi Arabia AA- Aa3 AA-
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APPENDIX 4 The Treasury Management role of the section 151 officer

The S151 officer (Director of Corporate Services)

recommending clauses, Treasury Management policy / practices for approval, reviewing the
same regularly, and monitoring compliance;

submitting regular Treasury Management policy reports;
submitting budgets and budget variations;

receiving and reviewing management information reports;
reviewing the performance of the Treasury Management function;

ensuring the adequacy of Treasury Management resources and skills, and the effective
division of responsibilities within the Treasury Management function;

ensuring the adequacy of internal audit, and liaising with external audit;
recommending the appointment of Treasury Management external service providers.
Approval of appropriate money market funds for the council to invest in.
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Appendix 5
LONDON BOROUGH OF MERTON TREASURY MANAGEMENT PRINCIPLES

2014/15

TMP1 RISK MANAGEMENT

The Director of Corporate Services — the responsible officer will implement and monitor all
arrangements for the identification, management and control of treasury management risk, will report
at least annually on the adequacy / suitability thereof, and will report, as a matter of urgency, the
circumstances of any actual or likely difficulty in achieving the organisation’s objectives in this
respect, all in accordance with the procedures set out in TMP6 Reporting requirements and
management information arrangements. In respect of each of the following risks, the arrangements
which seek to ensure compliance with these objectives are set out in the schedule to this document.

1.1 Credit and Counterparty Risk Management

The council regards a key objective of its treasury management activities to be the security of the
principal sums it invests. Accordingly, it will ensure that its counterparty lists and limits reflect a
prudent attitude towards organisations with which funds may be deposited, and will limit its
investment activities to the instruments, methods and techniques referred to in TMP4 Approved
Instruments Methods and Techniques and listed in the schedule to this document. It also recognises
the need to have, and will therefore maintain, a formal counterparty policy in respect of those
organisations from which it may borrow, or with whom it may enter into other financing or derivative
arrangements.

Policy on the use of credit risk analysis techniques

e The council will use credit criteria in order to select creditworthy counterparties for placing
investments with.

e Credit ratings will be used as supplied from all three rating agencies - Fitch, Moodys and
Standard & Poors.

e Treasury Management Consultants will provide regular updates of changes to all ratings
relevant to the council.

e The treasury manager will formulate suitable criteria for assessing and monitoring the credit
risk of investment counterparties and shall construct a lending list comprising maturity periods,
type, group, sector, country and counterparty limits.

Page 84



1.2 Liquidity Risk Management

The council will ensure it has adequate though not excessive cash resources, borrowing
arrangements, overdraft or standby facilities to enable it at all times to have the level of funds
available to it which are necessary for the achievement of its business/service objectives. The council
will only borrow in advance of need where there is a clear business case for doing so and will only do
so for the current capital programme or to finance future debt maturities.

The treasury management team shall seek to minimise the balance held in the council’s main bank
accounts at the close of each working day. Borrowing or lending shall be arranged in order to achieve
this aim. At the end of each financial day any unexpected surplus funds are transferred to the main
bank account.

Bank overdraft arrangements — A £1 million net overdraft at 2% over base rate on debit balances has
been agreed as part of the banking services contract. The overdraft is assessed on a group basis for
the council’s accounts. Separate facilities are available for the Pension Fund bank account.

a. Short-term borrowing facilities
The council accesses temporary loans through approved brokers on the London money
market.

b. Special payments
Where an urgent clearing house automated payment system (CHAPS) payment is required, a
CHAPS payment request form must be completed and forwarded to the Head of Transactional
Services who then checks for correct required signatures and supporting paper work. Further
guidance can be found on the Council’s intranet.

c. Inter account transfer
From time to time transactions occur between the Pension Fund and the Council.
Reimbursement where necessary is by inter- account transfers between both bank accounts.

1.3 Interest Rate Risk Management and use of Derivatives

The council will manage its exposure to fluctuations in interest rates with a view to containing its
interest costs, or securing its interest revenues, in accordance with the amounts provided in its
budgetary arrangements as amended in accordance with TMP6 Reporting requirements and
management information arrangements. It will achieve this by the prudent use of its approved
financing and investment instruments, methods and techniques, primarily to create stability and
certainty of costs and revenues, but at the same time retaining a sufficient degree of flexibility to take
advantage of unexpected, potentially advantageous changes in the level or structure of interest rates.
This should be the subject to the consideration and, if required, approval of any policy or budgetary
implications.
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The council does not use derivatives, the council’s S151 Officer will ensure that any hedging tools
such as derivatives are only used for the management of risk and the prudent management of
financial affairs and that the policy for the use of derivatives when used will be clearly stated to
members. The treasury management strategy has full details of interest rate exposure limits.

Policies concerning the use of instruments for interest rate management.

o forward dealing

Consideration will be given to dealing from forward period’s dependant upon market conditions.
When forward dealing is more than a 364 day period forward then the approval of the Chief
Financial Officer is required.

e callable deposits

The council may use callable deposits as part as of its Annual Investment Strategy (AIS). The
credit criteria and maximum periods are set out in the Schedule of Specified and Non Specified
Investments appended to the AlS.

Policy on Use of LOBOS (borrowing under lender’s option / borrower’s option)

Use of LOBOs is considered as part of the annual borrowing strategy. All long term borrowing must
be approved by the S151 Officer.

1.4 Exchange Rate Risk Management

Occasionally, the council has to make foreign exchange payments, the council will manage its
exposure to fluctuations in exchange rates so as to minimise any detrimental impact on its
budgeted income/expenditure levels.

1.5 Refinancing Risk Management

The council will ensure that its borrowing, private financing and partnership arrangements are
negotiated, structured and documented, and the maturity profile of the monies so raised are
managed, with a view to obtaining offer terms for renewal or refinancing, if required, which are
competitive and as favourable to the organisation as can reasonably be achieved in the light of
market conditions prevailing at the time.

It will actively manage its relationships with its counterparties in these transactions in such a manner

as to secure this objective, and will avoid overreliance on any one source of funding if this might
jeopardise achievement of the above.
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The council will establish through its Prudential and Treasury Indicators the amount of debt maturing
in any year. Any debt rescheduling will be considered when the difference between the refinancing
rate and the redemption rate is most advantageous and the situation will be continually monitored in
order to take advantage of any perceived anomalies in the yield curve. The reasons for any
rescheduling to take place will include:

a) the generation of cash savings at minimum risk;

b) to reduce the average interest rate;

c) amend the maturity profile and /or the balance of volatility of the debt portfolio.
Any rescheduling will be reported to the council at the meeting immediately following the action.

1.6 Legal and Regulatory Risk Management

The council will ensure that all of its treasury management activities comply with its statutory powers
and regulatory requirements. It will demonstrate such compliance, if required to do so, to all parties
with whom it deals in such activities. In framing its credit and counterparty policy under TMP1 1.1
Credit and Counterparty Risk Management, it will ensure that there is evidence of counterparties
powers, authority and compliance in respect of the transactions they may effect with the organisation,
particularly with regard to duty of care and fees charged.

The council recognises that future legislative or regulatory changes may impact on its treasury
management activities and, so far as it is reasonably able to do so, will seek to minimise the risk of
these impacting adversely on the organisation.

The council will ensure that its treasury management activities comply fully with legal statute,
guidance, Codes of Practice and the regulations of the council.

The council’s powers to borrow and invest are contained in the Local Government Act 2003, section
12 and Local Government Act 2003, section 1. The treasury management scheme of delegation is
contained in the corporate services scheme of delegation. This document contains the officers who
are authorised signatories. The council’s monitoring officer is the Assistant Director Corporate
Governance, while the S151 Officer is the Director of Corporate Services.

1.7 Fraud, Error and Corruption, and Contingency Management

Treasury tasks are segregated and adequate internal checks have been implemented to minimise
risks and fraud. Procedures are documented and staff will not be allowed to take up treasury
management activities until they have had proper training and are then subject to an adequate and
appropriate level of supervision.

Records will be maintained of all treasury management transactions so that there is a full audit trail
and evidence of the appropriate checks being carried out. Periodic backups will be made to ensure
contingency of systems is available.
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Details of Systems and Procedures to be Followed, Including Internet Services
The council uses Logotech Treasury systems as its treasury management recording tool.

¢ The Corporate Services Scheme of Delegation sets out the delegation of duties to officers.
While the council’s constitution details delegated authority of treasury management to the
Section 151 Officer.

¢ Allloans and investments are negotiated by the treasury manager or authorised persons.

¢ All long term loans must be authorised by the Section 151 Officer.

1.8 Market Risk Management

The council will seek to ensure that its stated treasury management policies and objectives will not be
compromised by adverse market fluctuations in the value of the principal sums it invests, and will
accordingly seek to protect it from the effects of such fluctuations. This is controlled mainly by setting
limits on investment instruments where the principal value can fluctuate. The limits are detailed in the
treasury management strategy

TMP 1 SCHEDULE 1 - SPECIFIED AND NON SPECIFIED INVESTMENTS
This is included in the treasury management strategy.

TMP 2 PERFORMANCE MEASUREMENT

2.1.1 Evaluation and Review of Treasury Management Decisions

Periodic reviews during the financial year

The Director of Corporate Services will as and when required may periodically hold treasury
management review meetings with the treasury manager to review actual activity against the
Treasury Management Strategy Statement and cash flow forecasts.

This will include:

= Total debt (both on-and off balance sheet) including average rate and maturity profile.

» Total investments including average rate and maturity profile and changes to the above from
the previous review and against the TMSS.

= Cash flow forecast against the actual.
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2.1.2 Annual Review after the end of the financial year

= Annual Treasury Report will be submitted to the Full Council each year after the close of the
financial year.

2.1.3 Comparative reviews

Each year or on a quarterly basis, comparative reviews are undertaken to see how the performance
of the council on debt and investments compares to other authorities with similar size portfolios (but
allowing for the fact that Prudential and Treasury Indicators are locally set). Such reviews are: -

= CIPFA Treasury Management statistics published each year for the last complete financial
year

= CIPFA Benchmarking Club

= CIPFA Risk Study

= other

2.2 Benchmarks and Calculation Methodology:
2.2.1 Debt management

. Average rate on all external debt

. Average rate on external debt borrowed in previous financial year
. Average period to maturity of external debt

. Average period to maturity of new loans in previous year

2.2.2 Investment.
The performance of investment earnings will be measured against any of the following benchmarks: -

¢ in house benchmark and when necessary other benchmarks such as
Bank of England base rate, 7 day LIBID uncompounded, 7 day LIBID compounded weekly, 1
month LIBID and 3 month LIBID compounded quarterly

Performance will also be measured against other local authority funds with similar benchmark and
parameters managed by other fund managers using the CIPFA treasury management benchmark
service.

2.3 Policy Concerning Methods for Testing Value for money in Treasury Management

The process for advertising and awarding contracts will be in line with the council’s Contract Standing
Orders and procurement guidelines.

2.3.1 Money-broking services
From time to time, the council will use money broking services in order to make deposits or to borrow,
and will establish charges for all services prior to using them. An approved list of firm of brokers is

maintained by the treasury manager, this takes account both prices and quality of services. No firm of
brokers will be given undue preference.
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2.3.2 Consultants / advisers services

The council’s treasury management adviser is Capita Asset services.
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TMP 3 DECISION-MAKING AND ANALYSIS

3.1 Funding, Borrowing, Lending, and New Instruments/Techniques:

3.1.1 Records to be kept
The following records will be retained -

Daily cash balance forecasts for the day and previous day

Money market deal booking and deal approval confirmation emails

Dealing slips for all investment and borrowing transactions

Brokers’ confirmations for all investment and temporary borrowing transactions made
through brokers

Confirmations from borrowing / lending institutions including money market fund portals
PWLB loan confirmations

PWLB interest due schedule

Certificates for market loans, local bonds and other loans

Deal confirmation letters for deals over one month

Banking and other contract documents which the treasury team has responsibility for.

3.1.2 Processes to be pursued

Cash flow analysis.

Debt and investment maturity analysis

Ledger/Logotech/Bank reconciliations

Review of counterparty limits in addition to monitoring of counterparties

Review of opportunities for debt restructuring

Review of borrowing requirement to finance capital expenditure (and other forms of
financing where those offer value for money)

Performance information (e.g. monitoring of actuals against budget for debt charges,
interest earned, debt management; also monitoring of average pool rate, investment
returns, etc).

Treasury contracts management
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3.1.3 Issues to be addressed.

3.1.3.1. In respect of every treasury management decision made the council will:

Above all be clear about the nature and extent of the risks to which the council may
become exposed

Be certain about the legality of the decision reached and the nature of the
transaction, and that all authorities to proceed have been obtained

Be content that the documentation is adequate both to deliver the council’s
objectives and protect the council’s interests, and to deliver good housekeeping
Ensure that third parties are judged satisfactory in the context of the council’s
creditworthiness policies, and that limits have not been exceeded

Be content that the terms of any transactions have been fully checked against the
market, and have been found to be competitive.

Ensure that adequate investigation on security of the council’s funds has been
conducted

3.1.3.2 In respect of borrowing and other funding decisions, the council will:

consider the ongoing revenue liabilities created, and the implications for the
organisation’s future plans and budgets

evaluate the economic and market factors that might influence the manner and
timing of any decision to fund

consider the merits and demerits of alternative forms of funding, including funding
from revenue, use of reserves, leasing and private partnerships

consider the alternative interest rate bases available, the most appropriate periods
to fund and repayment profiles to use.

3.1.3.3 In respect of investment decisions, the council will:

a)

b)

Consider the optimum period, in the light of cash flow availability and prevailing
market conditions;

Consider the alternative investment products and techniques available, especially the
implications of using any which may expose the council to changes in the value of its
capital,
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TMP 4 APPROVED INSTRUMENTS, METHODS AND TECHNIQUES

4.1 Approved Activities of the Treasury Management Operation

borrowing;

lending;

debt repayment and rescheduling;

consideration, approval and use of new financial instruments and treasury management
techniques;

managing the underlying risk associated with the council’s capital financing and surplus funds
activities;

managing cash flow;

banking activities;

the use of external fund managers (other than Pension Fund)

leasing;

Undertaking all treasury management activities for the Pension Fund including its strategy
setting.

4.2 Approved Instruments for Investments

English and Welsh authorities: The Annual Investment Strategy has a list of approved
instruments.

4.3 Approved Techniques

Forward dealing
LOBOs — lenders option, borrower’s option borrowing instrument
Structured products such as callable deposits
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4.4 Approved Methods and Sources of Raising Capital Finance

Finance will only be raised in accordance with the Local Government Act 2003 and within this limit
the council has a number of approved methods and sources of raising capital finance. These are:

On Balance Sheet Fixed Variable
PWLB L4 ®
EIB

Market (long-term)

Market (temporary)

Market (LOBOs)

Stock issues

Local temporary

Local Bonds

Overdraft

Negotiable Bonds

Internal (capital receipts & revenue balances)
Commercial Paper

Medium Term Notes

Leasing (not operating leases)

Deferred Purchase

Other Methods of Financing
Government and EC Capital Grants
Lottery monies

PFI/PPP

Operating and Finance leases
Revenue Contributions

Borrowing will only be done in British Pound Sterling. All forms of funding will be considered
dependent on the prevailing economic climate, regulations and local considerations. The Director
of Corporate Services has delegated powers in accordance with Financial Regulations, Standing
Orders and Scheme of Delegation to Officers to take the most appropriate form of borrowing from
the approved sources.

4.5 Investment Limits

The Annual Investment Strategy sets out the limits and the guidelines for use of each type of
investment instrument.

4.6 Borrowing Limits

The Treasury Management Strategy Statement and Prudential and Treasury Indicators state all
appropriate limits.
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TMP 5 ORGANISATION, CLARITY AND SEGREGATION OF RESPONSIBILITIES, AND DEALING
ARRANGEMENTS

5.1 Allocation of responsibilities

(i) Council (Budget)
e receiving and reviewing reports on treasury management policies, practices and activities
e approval of annual strategy.

(ii) Cabinet
e approval of amendments to the organisation’s adopted clauses, treasury management
policy statement and treasury management practices
e budget consideration and approval
e approval of the division of responsibilities
e receiving and reviewing regular monitoring reports and acting on recommendations

(iii) Overview and Scrutiny Commission (financial monitoring task group)
e reviewing all treasury management reports and making recommendations to the Cabinet.
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5.2
5.2.1

5.3

5.3.1

Principles and Practices Concerning Segregation of Duties
The following duties are undertaken by separate officers: -

Tasks Duties Responsible Officer
Dealing J Negotiation and approval of deal Treasury manager
o Entering of deal into Logotech Treasury manager/
Fund officer
o Sending confirmation letter to Treasury
counterparty (to be signed by Manager/Fund
authorised signatory) Officer
. Checking of brokers and Fund officer

counterparty confirmation notes
against Logotech

o Reconc.i!iat.ion of FMIS Codes Fund Officer
and reconciliation to bank statement
. e Treasury manager

° Sign off of reconciliations Fund officer
Accounting J Processing of accounting entry ~ Bank reconciliation
Entry into FMIS (bank reconciliation team) team
Authorisation/ ® Inputting CHAPS on Lloyds link  Treasury
Payment of Manager/Fund
Deal . Approval of CHAPS on Lloyds officer

link and CHAPS form authorisation
Authorisers per
bank mandate

Statement of the treasury management duties/responsibilities of each treasury post

The responsible officer

The responsible officer is the person charged with professional responsibility for the treasury
management function and in this council it is the Director of Corporate Services and is also the
S151 officer This person or delegated persons will carry out the following duties: -

a) recommending clauses, treasury management policy / practices for approval,
reviewing the same regularly, and monitoring compliance

submitting regular treasury management policy reports

submitting budgets and budget variations

receiving and reviewing management information reports

reviewing the performance of the treasury management function

O
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f) ensuring the adequacy of treasury management resources and skills, and the
effective division of responsibilities within the treasury management function

g) ensuring the adequacy of internal audit, and liaising with external audit

h) recommending the appointment of external service providers.

i) The responsible officer has delegated powers through this policy to take the most
appropriate form of borrowing from the approved sources, and to make the most
appropriate form of investments in approved instruments.

j) The responsible officer may delegate his power to borrow and invest to members of
her staff. The Treasury & Insurance Manager, the fund officer. Only treasury
management team staff must conduct all dealing transactions, or staff authorised by
the responsible officer to act as temporary cover for leave / sickness. All treasury
transactions must be authorised by the treasury manager or the S151 officer.

k) The responsible officer will ensure that Treasury Management Policy is adhered to,
and if not will bring the matter to the attention of elected members as soon as
possible.

[) Prior to entering into any capital financing, lending or investment transaction, it is the
responsibility of the responsible officer to be satisfied, by reference to the council’s
legal department and external advisors as appropriate, that the proposed transaction
does not breach any statute, external regulation or the council’s Financial Regulations

m) It is also the responsibility of the responsible officer to ensure that the council
complies with the requirements of The Non-Investment Products Code (formerly
known as The London Code of Conduct) for principals and broking firms in the
wholesale markets.

5.3.2 Treasury & Insurance Manager

The responsibilities of this post will be: -
) Drafting the treasury management strategy and annual report
execution of transactions
adherence to agreed policies and practices on a day-to-day basis
maintaining relationships with counterparties and external service providers
supervising treasury management staff
monitoring performance on a day-to-day basis
submitting management information reports to the responsible officer
identifying and recommending
opportunities for improved practices

T Q
SN N N N

Q200 Q0

~

~— ~—

5.3.3 The Head of the Paid Service — the Chief Executive
The responsibilities of this post will be: -
a) Ensuring that the system is specified and implemented
b)  Ensuring that the responsible officer reports regularly to the full Council / cabinet or
General Purpose Committee on treasury policy, activity and performance.
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5.3.4 The Monitoring Officer

The responsibilities of this post will be: -
a) Ensuring compliance by the responsible officer with the treasury management policy
statement and treasury management practices and that they comply with the law.

b) Being satisfied that any proposal to vary treasury policy or practice complies with law
or any code of practice.

c) Giving advice to the responsible officer when advice is sought.

5.3.5 Internal Audit

5.4

5.5

5.6

5.7

5.8

The responsibilities of Internal Audit will be: -

a) Reviewing compliance with approved policy and treasury management practices.
b) Reviewing division of duties and operational practice.

c) Assessing value for money from treasury activities.

d) Undertaking probity audit of treasury function.

Absence Cover Arrangements
Cover for treasury management staff will be to specific delegated staff.

Dealing Limits

No investment deal must exceed £5million per transaction

No borrowing deal at any point in time must exceed £10 million except when existing loans are
being repaid.

List of Approved Brokers

A list of approved brokers is maintained within the Treasury team and a record of all
transactions recorded against them can be obtained from Logotech.

Policy on Brokers’ Services
It is this council’s policy to rotate business between brokers.

Policy on Taping of Conversations

The council currently does not tape conversations but ensures that confirmations are received
from counterparties.

Direct Dealing Practices

The council will deal direct with counterparties if it is appropriate and the council believes that better

terms will be available. There are certain types of accounts and facilities, however, where direct dealing
is required, as follows;

Business Reserve Accounts:

Call Accounts:

Money Market Funds.

Gilt/CD purchase via custodian

Fixed period account e.g. 15 day fixed period account
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5.9 Settlement Transmission Procedures

A confirmation letter signed by an authorised signatory per the council’s bank mandate must be
sent to the counterparty if the deal period exceeds one month. Copy of forms folder located in
H: /techaccy/treasury/forms

For payments any transfer to be made via Lloyds link CHAPS system must be completed by
2.00 p.m. on the same day to ensure it is authorised. Money market funds may have earlier
time deadlines.

5.10 Documentation Requirements

For each deal undertaken a record should be prepared giving details of dealer, amount, period,
counterparty, interest rate, dealing date, payment date(s), broker and confirmation fax, email or
letter.

5.11 Arrangements Concerning the Management of Third-Party Funds.

The council holds a number of trust funds, appointeeship and custody bank accounts. The
cash in respect of these funds is held in the council’s bank account but transactions are
separately coded.
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TMP 6 REPORTING REQUIREMENTS AND MANAGEMENT INFORMATION ARRANGEMENTS

6.1 Annual Treasury Management Strategy Statement

6.2

1.

The Treasury Management Strategy Statement sets out the specific expected treasury
activities for the forthcoming financial year. This strategy will be submitted the cabinet and then
to the Council (budget) for approval before the commencement of each financial year.

. The formulation of the annual Treasury Management Strategy Statement involves determining

the appropriate borrowing and investment decisions in the light of the anticipated movement in
both fixed and shorter-term variable interest rates. For instance, this council may decide to
postpone borrowing if fixed interest rates are expected to fall, or borrow early if fixed interest
rates are expected to rise.

The Treasury Management Strategy Statement is concerned with the following elements:

a) Prudential and Treasury Indicators

b) current Treasury portfolio position

c) borrowing requirement

d) prospects for interest rates

e) borrowing strategy

f) policy on borrowing in advance of need
g) debt rescheduling

)
h) investment strategy
) creditworthiness policy
) policy on the use of external service providers
)

—

k) any extraordinary treasury issue
) the MRP strategy

The Treasury Management Strategy Statement will establish the expected move in interest
rates against alternatives.

The Annual Investment Strategy Statement
At the same time as the council receives the Treasury Management Strategy Statement it will
also receive a report on the Annual Investment Strategy which will set out the following: -

a) The council’s risk appetite in respect of security, liquidity and optimum performance

b) Which specified and non specified instruments the council will use

c) The council’s policy on the use of credit ratings and other credit risk analysis techniques to
determine creditworthy counterparties for its approved lending list

d) Which credit rating agencies the council will use

e) How the council will deal with changes in ratings, rating watches and rating outlooks

f) Limits for individual counterparties and group limits

g) Country limits

h) Levels of cash balances

) Interest rate outlook

j) Budget for investment earnings

k) Policy on the use of external service providers
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6.3

6.4

6.5

The Annual Minimum Revenue Provision Statement

This statement sets out how the council will make revenue provision for repayment of its
borrowing using the four options for so doing and will be submitted at the same time as the
Annual Treasury Management Strategy Statement.

Policy on Prudential and Treasury Indicators
1. The council approves before the beginning of each financial year a number of treasury
limits which are set through Prudential and Treasury Indicators.

2. The responsible officer is responsible for incorporating these limits into the Annual
Treasury Management Strategy Statement, and for ensuring compliance with the limits.
Should it prove necessary to amend these limits, the responsible officer shall submit the
changes for approval to the full Council.

Other reporting
e Annual report on treasury management activity
e Other management information reports
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TMP 7 BUDGETING, ACCOUNTING AND AUDIT ARRANGEMENTS

7.1  Statutory / Regulatory Requirements

The accounts are drawn up in accordance with IFRS. The council has also has also adopted in
full the principles set out in CIPFA’s ‘Treasury Management in the Public Services - Code of
Practice’ (the ‘CIPFA Code’), together with those of its specific recommendations that are
relevant to this council’s treasury management activities.
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TMP 8 Cash and Cash Flow Management

8.1

8.2

Arrangements for Preparing Cash Flow

Cash flow projections are prepared annually, monthly and daily. The annual and monthly cash
flow projections are prepared from the previous years’ cash flow records, adjusted for known
changes in levels of income and expenditure, new grant allocations and changes in payments
and receipts dates. These details are supplemented on an ongoing basis by information
received of new or revised amounts to be paid or received as and when they are known.
Logotech is used to record cashflow.

Bank Statements Procedures

The council receives daily bank statements. On a daily basis download the day’s bank

statement into the folder below. Estimates on Logotech cash flow is updated with actuals from
bank statement.

H:\TECHACCY\TREASURY\Daily\Bank Statement Export
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TMP 9 MONEY LAUNDERING

9.1

9.2

9.3

9.4

9.5

Proceeds of Crime Act 2002
See council’'s website and intranet for Money laundering process and associated policies
http://intranet/anti_money_laundering_policy.pdf

The Terrorism Act 2000 and updates

See council’s website and staff intranet on policy. Staff should note that. All individuals and
businesses in the UK have an obligation to report knowledge, reasonable grounds for belief or
suspicion about the proceeds from, or finance likely to be used for, terrorism or its laundering,
where it relates to information that comes to them in the course of their business or
employment

The Money Laundering Regulations 2007 and updates
The council’s money laundering officer is the monitoring officer. See council’'s website and
intranet for details http://intranet/anti_money_laundering_policy.pdf

Treasury management and banking staff are required to familiarise themselves with all money
laundering regulations.

Procedures for Establishing Identity / Authenticity of Lenders

It is not a requirement under POCA for local authorities to require identification from every
person or organisation it deals with. However, in respect of treasury management
transactions, the council does not accept loans from individuals except during a bond issue.

All loans are obtained from the PWLB, other local authorities or from authorised institutions
under the Financial Services and Markets Act 2000. This register can be accessed through
the FSA website on www.fsa.gov.uk.

Methodologies for identifying Deposit Takers

In the course of its Treasury activities, the council will only lend money to or invest with those
counterparties that are on its approved lending list. These will be local authorities, the PWLB,
Bank of England and authorised deposit takers under the Financial Services and Markets Act
2000. The FSA register can be accessed through their website on www.fsa.gov.uk).

All transactions will be carried out by CHAPS or bacs for making deposits or repaying loans.
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TMP 10 TRAINING AND QUALIFICATIONS

The council recognises that relevant individuals will need appropriate levels of training in treasury
management due to its increasing complexity.

All treasury management staff should receive appropriate training relevant to the requirements of
their duties at the appropriate time.

Additionally, training may also be provided on the job and it will be the responsibility of the treasury
manager to ensure that all staff under her authority receives the level of training appropriate to their
duties.

10.1 Details of Approved Training Courses

Treasury management staff and members will go on courses provided by our treasury
management consultants, CIPFA, money brokers etc.

10.2 Records of Training Received by Treasury Staff
Staff will keep records on their training.

10.3 Member training records
Member training will be provided as required.
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TMP 11 USE OF EXTERNAL SERVICE PROVIDERS

11.1 Details of Contracts with Service Providers, Including Bankers, Brokers, Consultants,
Advisers

This council may employ the services of other organisations to assist it in the field of treasury
management. However, it will ensure that it fully understands what services are being provided
and that they meet the needs of this council, especially in terms of being objective and free
from conflicts of interest.

11.1.1 Banking Services

a) The council’s supplier of banking services is Lloyds TSB Bank. The bank is an
authorised banking institution authorised to undertake banking activities by the FSA
b) The branch address is:
Lloyds Banking Group
25 Gresham Street, London
EC2V 7HN

11.1.2 Money-Broking Services

The council will use money brokers for temporary borrowing and investment and long term
borrowing. It will seek to give an even spread of business amongst the approved brokers.

11.1.3 Consultants’/Advisers’ Services

Treasury Consultancy Services

The council receives mail shots on credit ratings, economic market data and borrowing data. In
addition interest rate forecasts, annual treasury management strategy templates and from time
to the council may receive advice the timing of borrowing, lending and debt rescheduling. The
performance of consultants will be reviewed by the treasury manager to check whether
performance has met expectations.

11.1.4 Credit Rating Information
The council receives notifications of credit ratings from Capita Asset services.

11.2 Procedures and Frequency for Tendering Services
See TMP2
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TMP 12 CORPORATE GOVERNANCE

12.1.1 List of Documents to be Made Available for Public Inspection

a. The council is committed to the principle of openness and transparency in its treasury
management function and in all of its functions.

b. It has adopted the CIPFA Code of Practice on Treasury Management and implemented key
recommendations on developing Treasury Management Practices, formulating a Treasury
Management Policy Statement and implementing the other principles of the Code.

Contained in Section 5 and Appendix 15 of the Cabinet Report
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Appendix 6
Cashflow Statements
2013/14 to 2017/18
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Section B

Other Key Resources
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B) Workforce Strategy 2014-2018

Merton Council is undergoing a period of sustained and conscious transformation in order to best
respond to the changing economic environment and customer expectations. We are working together
to shape services and the organisation to ensure a successful future for our residents and staff.

We are rightly proud of our achievements over the past years, including the MJ Award for Best
Achieving Council, which is testament to the quality of dedication of our workforce.

We are continuously reviewing and updating our delivery models and are at the forefront of new
developments, such as partnership working including shared services and flexible working.

We want to employ people who are resilient, ambitious, disciplined in thought and action, people who
can take the Council from ‘good to great’.

To design the future of our services, we work on developing a Target Operating Model (TOM). TOM
documents set a vision for each of the departments and detail the shape of our future business
model, covering all aspects of the organisation, including: services, processes, structures, people and
technology. Through this process, the Departments have identified the main developments we will
have to make to best deliver our services in the future. To support this, the four strategic priorities for
workforce strategy and planning are:

Workforce planning - Managers are equipped with the skills and competencies to successfully
workforce plan to support the organisation to achieve its business objectives and outcomes.

Recruitment and retention - Ensure that the organisation has a clear and effective recruitment and
retention system and plan of key workforce skills and behaviours, including succession planning and
managing turnover.

Organisational and workforce development -The workforce is equipped with the skills,
competencies and infrastructure to achieve cultural change and the desired organisational behaviours
when creating and developing new and improved service delivery models, including flexible working,
customer service and IT. To support this the Council will provide new skills, abilities and
competencies for the workforce including learning and development of key skills for future service
delivery.

Morale, health and wellbeing — The organisation understands what a healthy workforce looks like
and supports staff to achieve this.

Building on the key workstreams identified within the departmental service plans, a four year workforce

transformation action plan is being developed to accompany the Workforce Strategy. The final strategy
and plan, mapped against the four strategic priorities will be presented to Cabinet.
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B) PROCUREMENT PLAN

OUR APPROACH

During 2014, the Commercial Services Team will continue to build on the work which has been
carried out to date both with departments and centrally, to establish an effective vehicle to identify
and capture savings and best practice, mitigating commercial risk to the council in response to the
unprecedented financial challenges the public sector faces.

In Children Schools and Families the team will continue to support commissioners and managers
throughout the year on a wide variety of procurement activity, such as the capital build programme
whilst also providing further support, advice and guidance on potential service and delivery models
and other commercial matters as required.

In Adult Social Care, the team is working with colleagues in a number of ways to review and update
their commercial strategy in the light of the current financial climate. For example, we are assisting
with benchmarking and delivery models along as well continuing advice in relation to the use of the e-
tendering system and tender specific advice. Other important tender exercises which are underway in
the wider department will continue to be supported.

We are working closely with Health colleagues and have run specific training events and provided
strategic commercial advice. This will continue.

For Corporate Services Department, among other things, the team will support the tendering of a
number of requirements, such as lift replacement and customer contact. The Agency and Civic
Centre Windows contracts have now both been let and the team will assist in contract management
as required.

During 2014, we will work with departments to introduce a category management approach, which
will include approach, reviewing the services around transportation, to deliver savings and improve
services. The Procurement Board will retain oversight of the work.

We will also build on the improvements to procurement, governance and control which have been
achieved working in partnership with the legal team and the Procurement Board. We are in the
process of embedding the new Procurement Strategy, the production of which has been overseen by
the Procurement Board, together with the three year rolling procurement plans which we now have for
each department. The Procurement Board will focus strongly on these plans during 2014 and intends
hold major reviews of each department’s plans at least bi annually.

The Procurement Board also recognises the importance of proactive contract management both in
terms of potential savings and management of commercial risk. This area is one where it is believed
the sector can and should improve. Recognising this and the need for consistency, we will be
producing and rolling a set of contract management guidelines for use by officers. Again, this will be
overseen by the Procurement Board.

The Operational Procurement Groups, the operating arms of the Procurement Board are managing
commercial risk effectively, jointly with departments.

Work will continue with the departments to plan training and development for Merton staff undertaking
procurement activity. To complement the workshops that were delivered previously, we have
introduced and will continue to run a Procurement Forum, with input from the departments. As series
of drop in sessions is also planned for 2014, covering such topics as EU Procurement Regulations,
contract management, etendering and forms of contract. To complement this, we will issue a
prospectus, detailing the training and guidance we are able to make available.
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Merton’s new e-tendering system is now rolled out and continues to be adopted further by
departments. The system allows staff to conduct RFQ’s (Requests for Quotations) and tenders
online, much more quickly than before. The Contracts Register has now been made available online
via the E-tendering system and is accessible by the public and has helped to reduce the time spent
on FOI requests.

In the South West London region Merton continues to work with neighbouring boroughs to seek out
further opportunities for joint and collaborative procurement. This also provides an excellent
opportunity to discuss current issues and share best practice.

Relationships between the Commercial Services Team and our partners continue to be good.
Merton’s commitment to the voluntary and community sector and to the Compact has been reaffirmed
in the new Compact with continued emphasis on the way in which Merton carries out commissioning
and procurement activity.

CONTRACT ACTIVITY

The team will continue to provide strategic in relation to key contacts and a selection of tenders
planned for 2014 is shown below:

Social Care Information System

Customer Contact

Civic Centre Catering

Cashless parking

NHS Health Checks

SPD Managed Service

MFD retender

Lift Replacement
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Strateqic Focus

PEIS ISP |O|Z|9 &M FZ
Area of Strategic Focus =l % EI5§ 18 2|2 S8 2

1. Improving Leadership & Governance.
Build on existing governance processes - embed the y//
Procurement Strategy and planning process.

Deliver Savings - For Direct Spend
Continue analysis of spend data. Work with departments
to identify and capture savings.

Deliver procurement related aspects of 2012/16
Business Plan

Deliver procurement supply related aspects of previous
& future Service Reviews and TOMs

Deliver Savings
In CS support improved approach to commercial activity
by promoting Category Management. Initial focus on
Agency and Transport contracts

Benchmarking quality /price with other boroughs and
public sector bodies

2. Developing People & Improving Skills

Work with Departments to embed proficiency in the use /"'
of the etendering facility /
In conjunction with HR and the Departments, via OPGs
undertake a review of procurement/commercial skills in
plan a Workshop programme based on need

Deliver a programme of Workshops to meet the
identified L&D needs

3. Improving Processes & Systems

Focus on Procurement Processes — continue to
communicate and review procurement gateway
processes & improve documentation on intranet
including Procurement Toolkit, templates, guidance
documents & general intranet pages to support staff.
Embed use of Contract Register across council and
upload on the external portal

Build upon use of E-tendering system for tenders and
contract management processes

Work with Legal to produce and embed standard terms
and conditions
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B) INFORMATION TECHNOLOGY STRATEGY - this strategy is
currently under review

1. The strategy

1.1 This strategy is designed around six aims which are supported by key objectives. The strategy
will influence IT components (covering customer facing technologies, business governance
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support, corporate and departmental systems, infrastructure and IT governance). The strategy
is linked to the layers in the target operating model (TOM).

1.

Services enabled by IT must be designed around the citizen, not the provider, and
delivered through modern, co-ordinated delivery channels. This will improve the customer
experience, achieve better policy outcomes, and improve efficiency by leveraging delivery
capacity, streamlining processes and reducing paperwork, duplication and routine
processing.

. Merton must move to a shared services culture — between the front-office and back-office,

in information and in infrastructure, including partners. This will release efficiencies by
standardisation, simplification and sharing.

There must be broadening and deepening of Merton’s professionalism in terms of the
planning, delivery, management, skills and governance of IT enabled change. This will
result in more successful outcomes, fewer costly delivery failures, and increased
confidence by citizens and councillors in the delivery of change through effective use of IT.

There must be a systematic focus on innovation to exploit opportunities not only of installed
technology, but also new and emerging products. This will lead to more effective
introduction of newer technologies and enable faster business change.

There must be a focus on processes and outcomes that are underpinned by appropriate
technology and a move away from tactical solutions. This will assist in the deployment of
end to end solutions that overcome departmental boundaries and focus on deliverables.

There must be effective management of ICT to support the delivery of services to meet the
other five strategic aims.
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2. Design principles

2.1 In order to deliver the strategic aims and objectives, the following design principles will be
deployed:

Design principles

Systems supporting services will be designed with customers in mind. They will be delivered
via a customer interface with agreed standards. Regardless of the access channel chosen
by the customer, they will get the same experience with consistent answers.

Customer data will be stored consistently across various systems.

The strategy will support the concept of ‘tell us once’. Where possible, evidential items
(such as proof of age or residence) will be re-used to reduce the burden on customers. This
will also include citizens signing in and reviewing their own data by use of dual factor
authentication.

Service delivery will be designed with shared services in mind. In particular, IT will support
the move of service delivery to the front office (web, contact centre and Merton Link).

The strategy will support the concept of developing shared services with other authorities.
The strategy will support the rationalisation of systems. Tasks such as systems
administration will be streamlined.

The need for innovation will be understood, but more importantly, this will be linked to the
potential benefits to the council. Risk of innovative ideas will be managed through careful
planning and control.

Technology solutions will be in place to underpin automation of processes. It will be possible
to model changes to processes before implementation.

Portals will be available on the intranet for each of these, enabling access to information for
decision making without reference to skilled technical staff or time-consuming searches for
information.

Key data sources will be brought together systematically to provide a comprehensive but a
trusted management information system that can be used by decision makers.

The strategy will support an infrastructure that is based on resilient services, shared
infrastructure and a formal disaster recovery plan.

Documents will be available electronically at point of use. Paper records will be imaged. All
incoming mail will only enter the processing systems electronically.

The strategy supports the mixed economy model of service delivery, namely in-house,
shared services and outsourced.

Systems and infrastructure will be geared towards flexibility in methods of working. Staff will
be able to move desk location or working style with minimum disruption. Telephone systems
and printing will follow the worker.

Secure systems will be in place to ensure data protection.

Data storage will be designed around the life of data and to comply with information
governance policies. Duplication of data will be electronically managed to single instances.
Data will be stored and deleted in line with retention policies.

3. IT strategy — components
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3.1 The diagram below provides a high level view of the components making up this strategy.
Details of each component are provided in the detailed strategy document as well as how the
strategic aims and design principles are addressed.

Customer facing technologies

Business governance support

Corporate systems

Infrastructure
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Section C

Risk Management
Strategy
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C) RISK MANAGEMENT STRATEGY

Introduction

Risk management should take place at every level within the council and across our partnerships.
Risk management should be a central part of any organisation’s strategic management and should
be seen as the means by which business opportunities are maximised and potential losses
associated with unwanted events are reduced.

Local authorities are under increasing external pressure to improve outcomes for the public and at
the same time reduce costs. As such the council is required to rethink how it operates in order to
achieve its desired outcomes. Risks have to be understood, managed and controlled if we are to
meet our objectives and therefore we need to ensure that we have a robust system of risk
management in place. This will ensure that decisions are made on the best available information
and the likelihood of success is increased.

Risk Management Strategy

The process of identifying and evaluating risks is known as risk assessment. By understanding the
risks we face we are able to be actively aware of where uncertainty surrounding events or outcomes
exists and therefore identify steps that can be taken to protect the council, its staff, residents,
customers and assets from these risks.

This strategy sets out to provide a structured approach to identifying emerging risks as well as
assessing and managing current risk. It builds in a process for regularly reviewing and updating
identified risks.

This strategy will be reviewed on annual basis and updated where required.

What is risk?

Risk is the threat that an event or action may adversely affect an organisation’s ability to achieve its
objectives and to successfully execute its strategies’. A risk can be a threat, obstacle, barrier,
concern, problem or event that may prevent us fulfilling our objectives.

Risks should not be confused with issues. Issues are current problems, questions, outstanding
items, tasks or a request that is here today. There is a strong element of fact surrounding it. An
issue becomes a risk when the issue cannot be addressed and could continue or get worse.

Definitions of Risk Management
Risk Management is the process by which organisations methodically address risks with the goal of
achieving sustained benefit within each activity and across the portfolio of all activities.

Organisations exist to achieve their ambitions, aims and objectives. Risk management is the
process of how we identify the risks that may prevent us from achieving this, enabling us to
anticipate, identify, manage, and where possible mitigate these risks. Ultimately, risk management is
about creating a better understanding of the most important problems facing our organisation.

As risk is very much concerned with our objectives, the management of it will be closely linked to the
creation of our strategic, service, project and partnership objectives and plans. The established
processes for the creation of these plans will act as an “anchor” for the risk management process.

Risk is also implicit in the decisions we make; how we make those decisions will affect how
successful we are in achieving our objectives. Decision making is, in turn, an integral part of the day
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to day existence and is particularly prominent in times of change. Risk management therefore is a
key component in the management of change and to decision making.

Our risk management process will be continuous and will support internal and external change. The
risk management process will be fully integrated with the normal business management processes
across the authority.

By being aware of and managing the risks we face, it is more likely that we will achieve our
objectives and that, should a risk occur, we will be better placed to deal with it.

We endeavour to identify all risks facing the council and to monitor, manage and mitigate (where
possible) all those risks which are deemed to be high (scored Amber or Red). Risks are monitored
via Departmental Risk Registers, and key crosscutting risks to the council are placed on the Key
Strategic Risk Register (KSRR).

Merton’s aims and objectives in relation to risk management are to:

e Establish and maintain a robust framework and procedures for the identification, analysis,
assessment and management of risk, including reporting and recording.

e To not expose the council to unacceptable levels of risk, minimise injury, damage, loss and
inconvenience to staff, residents and service users.

e Integrate risk management into the day to day activities of staff and the culture of the
organisation, raising awareness of the importance and need for risk management.

e Ensure consistent application of our methodology across all of our activities, including
partnerships and projects.

o Effectively manage the total cost of risk.

The benefits and National drivers behind risk management

We are required to undertake risk management as it forms part of the Annual Governance
Statement, we must demonstrate a systematic strategy, framework and process for managing risk.
The council recognises that the benefits of risk management far outweigh the requirement to
undertake the activity and such benefits include;

Achieving our ambitions, aims and objectives as key risks are managed.

Better decision making as we are more aware of risk.

Ability to take advantage of opportunities because we understand the risks attached to them.
Better governance and the ability to demonstrate it to our stakeholders.

Reduction in failure, loss, damage and injury caused by risk

Improvement in ability to adapt to change

Improvement in corporate governance

Compliance with statutory and regulatory requirements
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Risk management awareness

Ensuring awareness of risk management will be undertaken on an on-going basis through training
sessions, reviews, departmental meetings, briefings and staff bulletins. Each department has a risk
champion who will be able to offer guidance to staff where required. The risk management intranet
page will be regularly reviewed and staff will be signposted to the information they need to pro-
actively identify and manage risk e.g. the risk management toolkit and guidance.

Risk Appetite

The council recognises that its risk appetite to achieve its corporate priorities identified within its
business plan could be described in general as an informed and cautious approach. Where
significant risk arises, we will take effective control action to reduce these risks to an acceptable
level.

It is also recognised that a higher level of risk may need to be taken, for example to support
innovation in service delivery. To offset this there are areas where the council will maintain a very
cautious approach for example in matters of compliance with the law, and public confidence in the
council, supporting the overall informed and cautious position on risk.
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How does risk management fit in?

Risk management links closely with Health and Safety, Business Continuity, Emergency Planning
and Insurance, by ensuring close links we can enhance the resilience of the organisation .
Generally, a single issue or risk will fall into only one of these categories; however some may fall into
two or more. As Business Continuity is a way of mitigating risk, the link with risk management is key
to ensuring the continuous delivery of services that are important to the community.

Cross cuting Issues
affecting the achievemant of
business objectives

Issues affecting the
achievement of service
objectives

achisvement of project

Risk management in projects
Risk management is a key part of the ongoing management of projects and partnerships and is
clearly defined in Merton's Approach to Projects (MAP).

Risk management in partnerships

The council is involved in a wide range of partnerships to achieve our ambitions, aims and
objectives. Itis vital we assess the risks to achievement within our key partnerships, and ensure that
they are monitored regularly.

Risk management and financial planning
Risk management is an important part of financial planning. As part of the budget setting process a
robust risk assessment is completed and reviewed on a regular basis.

Corporate approach to risk management

In order to formalise and structure risk management, it is recognised there is an obvious and clear
link with the business planning process and therefore risk management sits within the Business
Planning team. The overall council Business Plan and service plans set out what a team, division,
department, or the council as a whole, want to achieve in a set time frame, as shown below.
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Merton Performance Management Framework

Community plan

Council Business
Plan
(4 year rolling)

Service Plans

Team Plans

Individual work programmes / appraisal objectives

e CMT is ultimately accountable for delivering the council’s Business Plan therefore they are
responsible for the corporate KSRR.

e DMTs are responsible for their own service risk registers.

¢ Divisions or teams are responsible for their own risk registers, if applicable.

It is important that risks identified and assessed at an operational level can be escalated to a
departmental or corporate level. However, because a risk may have a great impact on a team it
does not necessarily follow that it may have the same impact on the department, or the organisation
as a whole. Ultimately, it is the respective management team who decide if a risk is worthy of
inclusion on their risk register.

Scoring Risk
In conjunction with this strategy, more detailed guidance will be issued to assist officers in identifying
risks and issues, and the scoring, managing and reporting of those risks identified.

When determining a score for service level risks, definitions of likelihood and impact of risk (Service
Level) together with the matrix as detailed below, should be used. Therefore, if the likelihood of a
risk is 4, significant, (occurs or likely to occur more than 25%, and up to 50% of the time) and the
impact is 3, critical, (service provision - service suspended short term) — then the risk rating will be 12
(4x3) which is amber.
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Defining the Likelihood of Risk

Classification

Definition

6 - Very High Occurs or likely to occur more than 90% of the time
5 - High Ocecurs or likely to occur more than 50%, and up to 90% of the
time
i 0, o
4 - Significant Occurfir(r)]rellkely to occur more than 25%, and up to 50% of the
3 - Possible Ocecurs or likely to occur more than 5% and up to 25% of the time
2 - Low Ocecurs or likely to occur more than 1% and up to 5% of the time

1 - Almost Impossible

Occurs or likely to occur up to 1% of the time

Defining the Impact of Risk (Service Level)

Categories L 2 £ i
Marginal Significant Critical Catastrophic
. . Over 15% and up Over 50% and up Over 75% of
0,
Financial Up to 15% gross to 50% of gross to 75% of gross gross budget or
Impact - FI | budget or turnover
budget or turnover | budget or turnover turnover
Service
Service Sianificant Service suspended long
Provision - | Reduced service gnitie suspended short term / statutory
reduction .
SP term duties not
delivered
Health and Maijor illness / Major loss of life
Broken bones / ; Loss of life / major / large scale
Safety - . threat not life ! .
illness : illness illness
HS threatening .
(pandemic)
Objectives gzjrifégisrej 22,[6 Departmental Corporate obsgstﬁsfaos%ot
-0 objectives not met | objectives not met )
met met
Adverse local
. Adverse local media story long Adverse national
Reputation ; term. L Remembered for
media lead story . publicity longer
-R Adverse national years
short term o term
publicity short
term.
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Risk Matrix

Likelihood Impact
6 = Very High 4 = Catastrophic
5 = High B 3 = Critical
4 = Significant % 2 = Significant
3 = Possible E 1 = Marginal
2 = Low
1 = Almost Impossible

Reporting and escalating risks

Risks on service area risk registers which are red and therefore score 15 and above should be
reviewed at Departmental Managers Team (DMT) meetings to determine if any of these (red) risks
are to be escalated to the Departmental Risk Register (DRR).

If DMT determine a risk to be significant enough to be escalated to the DRR for monitoring and
management, then the risk needs to be checked for any cross cutting implications. If the risk could
have an impact across the organisation, then it must be rescored using the Defining the Impact of
risk (corporate level) criteria below, prior to escalation to the Key Strategic Risk Register.

Defining the Impact of Risk (Corporate Level)

Categories L 2 . N
Marginal Significant Critical Catastrophic
. . Up to £2.5m per £2.5m up to £5m £5m up to £7.5m up to £10m
Financial £7.5m per per annum or
annum or up to per annum or up to
Impact - Fl £10m one off £20m one off annum or up to above
£30m one off £30m one off
Servi . Service suspended
ervice Service lona term /
Provision - | Reduced service Significant reduction suspended gterm
statutory duties not
SP short term 4
delivered
Health and Broken bones / Major illness / threat Loss of life / Major loss qf lite /
Safety - : . . L large scale illness
illness not life threatening major illness :
HS (pandemic)
Objectives Objegtlves of one Departmental C_)orporate Statutory objectives
service area not oo objectives not
-0 objectives not met not met
met met
Adverse local Adverse local media Adverse
Reputation ; story long term. national Remembered for
media lead story ; S
-R Adverse national publicity longer years
short term .
publicity short term. term

Having been reviewed / rescored against the definition of likelihood and risk (corporate level), risks
with a score of between 10 to 24 (inclusive) and which will impact across the whole organisation are
to be escalated to the KSRR. The matrix below shows the re-evaluated risk scores which require
escalation.

Likelihood Impact

Catastrophic

“eny High

High Critical

Signifcant Significant

Possible

Mow s oo @
oo

Marginal

Lo




Monitoring and Managing

During the year, new risks will arise that have not previously been considered and there may be
changes to existing risks. Therefore the risk registers need to be regularly managed. The reviews of
risk registers should be managed by exception. The reporting cycle as detailed below, takes place
during April, July, October and January.

15" week 2" week 4™ week

DMT — review operational Corporate Risk CMT - identify and
service risks and propose Management Group review KSRs
KSRs as per the definitions of | (CRMG) — review service

likelihood and impact for risks and proposed KSRs

crosscutting risks

However, risks with a score of 15 and above (red risks) should be reviewed on a more frequent basis
(at least monthly) with the responsible officer ensuring the risk has an action plan in place which is
monitored and updated until the risk has been managed down to a score of 12 or below, where this
is possible.

Roles, Responsibilities and Governance
Across the organisation we all have a responsibility to identify and manage risk.

Councillors

Elected councillors are responsible for governing the delivery of services to the local community.
Councillors have a responsibility to understand the key risks the council faces and will be made
aware of how these risks are being managed through the annual business planning process. All
Councillors will have the responsibility to consider the risks associated with the decisions they
undertake and will be informed of these risks in the plans and reports submitted to them.

Chief Executive and CMT

The Chief Executive and CMT are ultimately accountable in ensuring that risk management is fully
embedded in the council’s business planning and monitoring processes as well as having overall
accountability and responsibility for leading the delivery of the council’'s Risk Management Strategy
and Framework. CMT are to take a leading role in the risk management process ensuring that risk
management is communicated, understood and implemented by Councillors, managers and staff,
and establish a supportive culture.

CMT will submit an annual report on risk to the General Purposes Committee and Cabinet.

Directors

Each Director is accountable for proper monitoring of their departmental risk register, action plans and the
embedding of risk management into the business planning process of their directorate. They will need to be
actively involved in the risk management process within their department and CMT, including nominating an
appropriate Risk Champion for their department. Directors are also accountable and responsible for leading
the delivery of the council’s Risk Management Framework in their respective Directorate.

Section 151 Officer / Internal Audit

The Section 151 officer and internal audit will be responsible for carrying out independent reviews of
the risk management strategy and processes, providing assurance and giving an independent and
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objective opinion, to the council on the adequacy of risk management, control procedures and
governance.

An annual Audit Plan, based on a reasonable evaluation of risk, will be carried out and an annual
assurance statement will be provided to the council based on work undertaken in the previous year.
The section 151 officer will chair the CRMG group.

Risk Champions

Risk champions will work with their Director, Heads of Service, Managers and Team Leaders to
ensure the RM Strategy and Framework is embedded in the Directorate and departmental planning,
performance, project and partnership management, offering support and challenge. They will also
represent their directorate at CRMG meetings.

They will assist management teams to identify and record all key risks to service, project and
partnership objectives, monitoring and reviewing risks against performance.

Service Managers
Managers have a responsibility not only for the risks for which they are the risk owner, but are also
accountable for those risks, within their service, which are owned / managed by others.

They are to maintain an awareness of risk and feed those identified into the risk management
process, understanding and acting upon the key risks that could significantly impact on the
achievement of their service/team objectives. Managers should encourage staff to be open about risk
so that treatment actions can be agreed.

Risk Owners

Risk owners are responsible for Identifying and implementing risk treatment that will bring the risk/s
they own to a tolerable level. Regularly reviewing the progress of the risk treatment actions and
report on the risk treatment progress to the responsible body.

Individual Employees

Individual employees need to have an understanding of risks and consider risk management as part
of their everyday activities, identifying risks surrounding their everyday work, processes and
environment. Risks that could impact on service delivery the achievement of objectives or their own
or other wellbeing must be identified and actively managed with risk actions in place, where
appropriate.

Business Planning team

The business planning team are responsible for ensuring that risk management is embedded
throughout the council, as well facilitating and supporting the risk management process and
supporting risk owners.

The team will ensure risk management documentation and intranet pages up to date and relevant, as
well as updating the KSRR with emerging risks, new risks and updating existing risks.

In addition the Business Planning team will ensure risk is part of the annual service planning process,
facilitate the CRMG meetings and submit strategic updates and reports on risk management to CMT,
Cabinet, Audit and Assurance Committee etc.

Corporate Risk Management Group

The Corporate Risk Management Group will provide strategic direction and leadership to ensure a
risk strategy is maintained and updated and that risks are appropriately identified and managed within
the organisation. It will provide a forum that brings together risk specialists for the benefit of the
council, it's staff and the wider community.

Page 131



CRMG will strive to ensure that the risk management framework is embedded within the council’s
overall strategic and operational policies, practices and processes in a consistent and standardised
manner.

In addition it will provide assurance that all risk based systems and processes are operating
effectively to minimize the overall risk exposure to the Council. On a quarterly basis the headline
departmental risks and planned mitigation activity from each department, project and partnership, will
be discussed by CRMG and will then forward for discussion at CMT.

Cabinet

Cabinet will receive reports on the risk management strategy to determine whether corporate risks
are being actively managed. They are responsible for agreeing the strategy on an annual basis, or
when significant changes are made, and to report to full Council on the risk management framework.

General Purposes Committee

To provide an independent oversight of the adequacy of the risk management framework and the
associated control environment. The committee will receive an annual review of internal controls and
be satisfied it properly reflects the risk environment and any actions required to improve it. Reports
will also be provided regarding the KSRR in order that the committee can determine whether
strategic risks are being actively managed.

On an annual basis, the committee will review and recommend the adoption of the risk management
strategy to cabinet, or if significant changes are identified, to request a revision.

Risk management in committee reports

When a report is submitted to a committee the author is required to complete a section on Risk
Management and Health and Safety Implications. The committee should be informed of any
significant risks involved in taking a recommended course of action or if it decides not to follow the
recommend course of action. The risk assessment should follow the corporate procedure and
scored using the risk matrix. The report should also give details of any controls proposed, or in
place, to manage the significant risks identified. Where appropriate, reference should be made to
any existing risk.

Report authors are advised to consult with the Business Planning team or their departmental risk

champion, for further advice and to propose any risks to be considered for inclusion in the
departmental or KSRR.

Page 132



Section D
Performance

Management
Framework
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D) PERFORMANCE MANAGEMENT FRAMEWORK

Introduction

Merton launched its Performance Management Framework in 2004. While the main principles of
performance management remain the same, the framework undergoes annual review and updating
where and when required, to ensure that it remains up to date with changes within the organisation
and outside.

We are committed to delivering customer-focused services. To achieve this, it is essential that we
measure our performance, both against our own intentions, and the performance of others, using that
information to improve local services.

Performance management enables us to ensure that our goals are constantly being met, whilst
allowing us to identify best practice and address areas of concern. It is about how we consistently
plan and manage improvements to our services to ensure continuous improvement in line with Lean
principles. Sustainable improvements in services are unlikely to happen without it.

Everyone in the organisation has a part to play in monitoring our services and achieving our ambition.
Why measure performance?

e It highlights areas where we are doing well, and areas which need improving;

e To enable our managers to monitor performance, manage effectively and plan for the future of
the service;

e Performance data is required by the decisions makers within the council to help inform their
decisions;

e Timely and accurate performance data will help identify problems early and enable us to put
actions in place to address / rectify the situation;

e In order to improve, we need to know where we are now and ensure that we are doing the right
things for the right reasons;

e Performance Management provides the evidence required for change and improvement, and
lastly;

e What gets measured gets done!

Why do we need a Performance Management Framework?

Since the introduction by Central Government of the Single Data List in April 2011, removing the
monitoring of performance to reduce the burden, and reductions of audit and inspection by central
government, it is now even more important that we manage and monitor our performance. We must
ensure that our Performance Measures are robust, challenging and realistic, ensuring that we are
achieving and delivering our priorities.

What is a Performance Management Framework?

This Performance Management Framework has been created to provide a view of the overall
approach the council takes to managing performance.

The Framework should also be considered alongside the council’'s Risk Management and Data
Quality Strategies.

Our framework will help all of us to understand:

what we are trying to achieve as an organisation

how we are going to achieve this

how we will monitor and report progress

how the contribution of staff, managers, teams and departments relate to each other to help
deliver the targets set for the whole organisation

The framework has three parts

1. The planning framework, how the plan fits together - the Golden Thread
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2. The planning, monitoring and review cycle
3. Taking responsibility seriously

The planning framework - how the plans fit together, the ‘Golden Thread’

The performance management framework is represented by the performance triangle

Community plan

Council Business
Plan
(4 year rolling)

Service Plans

Team Plans

Individual work programmes / appraisal objectives

The key aspects of the Golden Thread are:

The Community Plan has been developed by the Merton Partnership and sets the overall
direction and vision for the borough until 2019.

Business Plan sets out the council’s priorities for improvement over the next four years. The
plan is reviewed every year to ensure that it always reflects the most important improvement
priorities.

Service Plans are reviewed every year to ensure they outline the key issues and priorities for
the department.

Medium Term Financial Strategy (MTFS) outlines how much money we expect to receive over
the next four years and in broad terms what we expect to be spending this on.

Workforce Development Plan is focused on making the best use of the skills of staff to deliver
the services residents demand and deserve

Individual Appraisals take place twice a year and are used to agree individual work
programmes and targets.

The planning, monitoring and review cycle - what happens, when and how?
The planning, monitoring and review cycle shows how we continuously review and revise our
performance in order to improve our services.

Page 135



1. Planning
Whera are we
now and where

do we want ta ba?

4. Revising 2. Doing
What da How do we
wie do next? get thara?

3. Reviewing

How are we
doing and ara
wa thare yet?

The cycle has four phases and takes place on an annual basis as part of the development of the next
four year rolling Business Plan and agreement of the next year’s budget.

Planning - Where are we now and where do we want to be?

Where we are now is reflected in our results against our performance indicators detailed in our
service plans, the results of satisfaction surveys such as the Annual Residents Survey (ARS), and
other inspection results. Our corporate ambitions and objectives that describe where we want to be
are laid out in the Community Plan and the Business Plan and reflected at a more local level in
service plans and targets in annual appraisals.

Doing - How do we get to where we want to be?

To get where we want to be we need to maximise our capacity to deliver the actions laid out in the
various plans, and use our performance management and appraisals systems to ensure that we
remain on course.

Reviewing - How are we doing and are we there yet?

By monitoring and managing performance, consulting with our partners and service users, and
benchmarking against other providers we can asses our progress towards achieving our ambitions
and learn from the good practice of others.

Revising - What do we do next?

It is important that our services evolve to meet the needs of our residents. Having reviewed our
performance we may need to change what we are doing or revise our ambitions and objectives so
that we can continuously improve as an organisation.

To maximise the cycle’s effectiveness we have an agreed timetable for the process which takes into
account both performance and financial considerations. This timetable enables Councillors to agree
priorities and allocate resources based on community views and needs, and accurate performance
information. These priorities are translated into planned outcomes and performance targets to make
sure that the right things get done.

Taking responsibility for results — how we go about doing it
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Everyone has a responsibility to contribute to improving Merton, working within and using the
performance management framework. This ensures that measurable activities at individual, team
and service levels translate into outcomes.

It is the responsibility of the owner of the performance measure to ensure that details of the measure
are clearly defined and that adequate collection, recording and validation processes are in place to
enable effective monitoring and reporting in line with the council’s Data Quality Strategy.

\ \ \
Irvehivie uals: | Services units | Departments: '.I The council: | Meeting our | Achioving our

| and teams: \ \ | corporate priority to: | strategic objective
lobjpctiees, set during (lsrgets bom Divissonal | (targets fram Departmental (Buminess plan \ | of :
annunl gppraisals | Tewmrm plans) | mervice plans) T !

|
Emgty fitharbins 1 o | | Craates s hetiar kncal IFPprove IR Qusity of Sarstasnabie
Carmem it

parka i lesst o arvironment, wodking the public resim for | Communities

Wl
a day {Monday-Friday}

| with local commurhes | resdens of and
wisitons to Meron |

Promg W ARty
life styies and cheices

Haaltroes
Communites

Performance Management Systems and Collection Arrangements
With effective from 1 June 2013 performance against service plan measures is captured and reported
via our Performance Management System known as Covalent.

One the first day of each month departmental performance leads are reminded of the deadline date
by which performance data needs to be uploaded onto the system.

Performance Monitoring reports are presented to CMT on the fourth Tuesday of every month, Cabinet
receives quarterly reports and Full Council annually. In addition, a monthly performance dashboard is
published on both the internet and intranet giving staff, Members, residents and the public access to
the latest performance data detailing how the council is doing against it targets.

Roles and responsibilities
The roles and responsibilities are outlined below:

All staff have a responsibility to deliver the tasks / actions that
Individuals have been agreed in their appraisal and understand how their
work contributes to the team, departmental and council goals.
All managers have responsibility for supporting their staff through
the appraisal process and regular reviews. They must also show
commitment and accountability by leading through example.
Managers should ensure that their team have regular meetings
to share information, review progress of their divisional and team
plans, develop ideas, identify areas for the next plan and agree
the way forward on a variety of team and work issues. Managers
should use these meetings to raise issues around corporate
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priorities, tell staff about developments within the department and
the council and to cascade information about performance to
staff.

Heads of service report to Directors and are responsible for
overseeing the performance of service units within their remit.
They take a key role in the development and monitoring of their
service plan at their DMT. They may also take on or contribute
to wider corporate projects.

Heads of
service

DMT’s monitor their department’s performance information and
Departmental | are responsible for taking action to deal with under-performance.
Management | DMT’s make sure that every manager in the department knows

Teams (DMT’s) | and understands the planning cycle and performance

management framework

Each Director is responsible for the performance of their
department. They must make sure that appropriate reporting
arrangements are in place with their DMT’s to enable them to
monitor performance. Directors demonstrate commitment to the
performance management framework by leading its

Directors implementation within their department. They make sure their
service plans are monitored at least every two months and
regularly provide progress reports to the Chief Executive and
appropriate Cabinet portfolio holder(s). Directors also have
collective responsibility for corporate improvement as members
of Corporate Management Team (CMT)

CMT is made up of the Chief Executive and Directors of the four
departments. Its role is to focus on the ‘big issues’ facing the

Corporate . T .
council and develop the organisation’s strategic approach and
Management . . : .
service delivery. CMT reviews performance monthly and it can
Team (CMT) , )
ask DMT’s to review areas of concern and agree management
action to address under-performance.
. Ultimately, councillors are responsible for setting the direction of
Cabinet and . . o . :
Elected the Qouncﬂ an.d developing p.I’IOI’.ItIeS by developing pollc_y,
M setting strategic targets, monitoring progress, and agreeing the
embers : .
framework for continuous improvement.
Members receive regular reports on progress against the
Full Council strategic themes, including any relevant performance information

and can use these meetings as an opportunity to ask questions
of Cabinet members about performance issues.

Overview and Scrutiny panels have regular performance
monitoring task groups to examine performance data, detect
trends and identify key areas of concern. They are responsible
for challenging Cabinet to ensure that they are fulfilling their
responsibilities. If they have areas of concern then they can ask
Cabinet members and officers to attend meetings to answer
questions. If they have wider concerns about the performance of
a service area then they could carry out a scrutiny review into a
particular area.

Overview and
Scrutiny

Help and advice

If you require any guidance or advice with regards to Performance Management or have any queries
please contact a member of the Business Planning team.
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Corporate Indicator set 2014-15
The corporate indicator set is a set of ten key measures from each of the four departments.

There are 40 performance measures in total which are monitored on a monthly basis by the

Corporate Management Team (CMT).
Corporate Indicator set 2014/15

Dept. / Service oy 13/14 14/15 .
Area Pl code and description target target Frequency | Polarity
CS — Customer . .
Services CRP 18 - % council tax collected 97 97 Monthly High
CS — Customer | CRP 36 - % of business rates .
Serviceg collected i 97 97.25 Monthly High
CS — Customer | CRP 13 - % of positive and .
Services neutral coverage tone 91.5 92 Monthly High
CS — Customer CRP 37 - % of complaints
Servi progressed to level 2 (quarterly in 10 9 Quarterly Low
ervices
arrears)
CS — Customer | CRP 43 — % Successful website .
Services visits 81.5 84 Monthly High
CS — Corporate | CRP 14 - % of ombudsman .
Governance complaints answered in time 90 90 Monthly High
CS — Corporate CRP 41 - % of Freedom Of
Govemanpce Information requests dealt with in 90 90 Monthly High
time (monthly in arrears)
CRP 42 - Freedom of Information
CS — Corporate (!:OI) rgqugsts an;wered in full 80 85 Monthly Low
Governance (including information already
published or not held)
CS — Human CRP 04 - Average numbers of
Resources working days lost to sickness ! ! Monthly Low
CRP 16 - The level of CO2
CS- emissions from the council’s main
Infrastructure & | operational buildings (tonnes) — 1875 4100 Monthly Low
transactions (2014/15 to include ALL council
buildings thus increase in target).
CS-
Infrastructure & CR';.W‘} - N‘g.“t?erCOf ?taff 1,275 1275 | Quarterly | High
Transactions working from Civic Centre
gg‘si;ezarking gs'?i':ngfe&zséﬁﬂg services £11,401,998 | £11,789,000 | Monthly | High
CRP 46 - Increase the level of
i capital receipts to support the .
E&R - Property financial strategy (excluding £5,000,000 | £2,000,000 | Quarterly High
Merton Priory Homes)
CRP 47 — No. of refuse
E&R - Waste coIIec.tlons including recycllng 60 55 Monthly Low
Management and kitchen waste missed per

100,000
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Dept. / Service e 13/14 14/15 .
Area Pl code and description target target Frequency | Polarity
CRP 48 - % sites surveyed on
(E:;&R - Street street inspections for litter that 8.5 7.5 Monthly Low
eaning
are below standard
E&R — Street CRP 49 — Number of fly tips in
Cleaning streets and parks 3,300 3,200 Monthly Low
E&R - CRP 45 — Income from
Development & devel t and buildi trol £1,970,000 | £1,970,000 Monthly High
Building Control | d€Velopment and building contro
E&R - .
Development & CRT 5‘{.' Volume of planning 1,850 2,050 Monthly | High
Building Control | @PPlIcations
E&R - CRP 51 - % of major planning
Development & | applications processed within 13 60 45 Monthly High
Building Control | weeks
E&R - CRP 52 - % of minor planning
Development & | applications processed within 8 65 50 Monthly High
Building Control | weeks
E&R - CRP 53 - % of other planning
Development & | applications processed with 8 80 75 Monthly High
Building Control | weeks
CRP 54 - No. of adults Inc.
carers, in receipt of Direct
C&H — Adult Payments or Personal Budgets 70 High
Social Care as a % of all customers & carers 9
receiving community based Measures will change in
SErVICces. line with national Zero
CRP 55 — Weekly rate of delayed Based Review of Adult
C&H — Adult transfers of care from hospital - 6.5 i - Low
Social Care pita - Social Care collections.
(both Merton & NHS responsible) The final publication of
C&H - Adult CRP 56 — % Carers receiving a 08 5 the 'Handbook of High
Social Care service of information and advice ' Definitions' for the new 9
CRP 57 - No. of adults receiving meallsurers]'ls dug
community based Services e.g. ;omelt!rr.]e t |sdspr|ng.
C&H - Adult Personal Care, to help them 89 ase lining and target High
Social Care continue to live in their own Settm% will be ?nallsed 9
homes, as a % of all customers by t 6581(’40 June
receiving services :
C&H — Adult CRP 58 — No. of adults on the 80 Low
Social Care Occupational Therapy waiting list
CRP 59 — No. of people
accessing the library service by
C&H - Libraries | borrowing an item or using a 54,000 54,500 Monthly High
peoples network terminal at least
once in the previous 12 months
C&H - Libraries | R, 60 - Number of visitors 110,000 | 115,000 | Monthly | High
accessing the library service on
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Dept. / Service e 13/14 14/15 .
Area Pl code and description target target Frequency | Polarity

line

CRP 61 — The number of
C&H - Housing .
Needs & households in temporary 100 100 Monthly | Low
Enablin accommodation provided under

g L

the homeless legislation
C&H — Housing _
Needs & R 2 e e O o 550 550 Monthly | High
Enabling omelessness cases prevente
C&H - Merton . .
Adult Education CRP 078 - % Retention rate 87 87 Monthly High
C&H — Merton . )
Adult Education CRP 079 - % Achievement rate 95 96 Monthly High
C&H — Merton .
Adult Education CRP 080 - % Success rate 83 84 Monthly High
CSF - CRP 64 — % Children and young
Children’s people on child protection plan for 10 We are currently Low
Social Care second or subsequent time reviewing the impact the

- Children and Families

CSF — CRP d‘_55 - r"]‘_umb;r of SF;eC'a' Bill 2013 will have on
Children’s ggar t.'a”S f.'p ‘l’.r edrsda”. " 12 CSF, measures may High
Social Care adoptions finalised during the change in line with this.

year — Base lining / target
Children’s entrants to the Youth Justice 96 by the end of June Low
Social Care System aged 10-17 years. unless we are awaiting
CSF - CRP 72 — % 16-19 year olds Not specific legislation.
Children’s in Education, Employment or 8.3 Low
Social Care Training (NEET)

CRP 68 - % of Good or
CSF - Education | Outstanding Ofsted inspections 100 100 Quarterly High

rated as god in children’s centres.

CRP 69 — % Outcome of schools
CSF - Education | Ofsted inspections rated as good 77 85 Monthly High

or outstanding

. CRP 075 - % 5 GCSE A-C .
CSF - Education including English and math 64 65 Annual High
, CRP 076 - % L4 English and .

CSF - Education maths at KS2 78 82 Annual High
CSF -
Commissioning, | CRP 077 - No. of in-house foster .
Strategy & carers recruited 16 20 Quarterly High
Performance
CSF - . -
Commissioning, CRP 1.3 % vac]:cangles n hool 2 2 Annual Low
Strategy & reception year of primary schoo
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Deptxrzgrwce Pl code and description t‘!::'g; t:'gest Frequency | Polarity
Performance

oSk - . | CRP 66 - % Looked after children

Strategy & 9 | in foster care placed with external 38 36 Monthly Low
Performance agency carers

CS — Corporate Services, E&R — Environment & Regeneration, C&H — Community & Housing, CSF — Children, Schools & Families.

Help and advice

If you require any guidance or advice with regards to performance management or have any queries,
please contact a member of the Business Planning team.

Section E
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2014/18
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SERVICE PLANNING 2014-18

The Service Plans agreed by service departments during the 2014/18 Business Planning Process are
set out in the following pages. During this process Service Plans were considered by Cabinet on 17
February 2014.

Proposed Final Service Plans were considered and agreed by Council on 5 March 2014 these plans
will be subject to scrutiny in April 2014 so may be subject to minor changes.

Interim Service Plans were scrutinised by the Overview and Scrutiny Commission and Panels during
the January 2014 cycle of meetings and by the Overview and Scrutiny Commission on 30 January
2014.

The service plan is designed to be a two page document the first page summarises key resources,
drivers and performance. The second page focusses on the outcomes and impacts of the major
projects identified.

At the start of the Business Planning Process managers were issued with guidance to clarify
understanding and improve the quality and consistency of submissions. Each department reviewed
the appropriateness of their current service plans. The tables below summarise the 29 service plans
over their relevant Scrutiny Panels and departments.

Scrutiny Panels

Children & Young Healthier Overview & Scrutiny | Sustainable Communities
People Communities & Older

People
Children’s Social Care Adult Social Care Business Improvement | Commercial Services (Waste)
Commissioning, Strategy Public Health Corporate Governance | Development & Building

& Performance

Control

Education

Customer Services

Environmental Health

Human Resources

Future Merton

Infrastructure &

Housing Needs & Enabling

Transactions
R Leisure & Culture
esources
Development
Safer Merton Libraries
Shared Legal Services | Merton Adult Education
Parking

Parks & Green Spaces

Property

Street Cleaning

Traffic & Highways

Transport Commissioning

Transport Passenger Fleet

Waste Management
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Departments

Children, Schools and Community and Corporate Services Environment and
Families Housing Regeneration
Children’s Social Care Adult Social Care Business Improvement | Commercial Services (Waste)
Commissioning, Strategy | Housing Needs & Corporate Governance | Development & Building
& Performance Enabling Control
Education Libraries Customer Services Environmental Health
Merton Adult Future Merton
Education Human Resources
Public Health Infrastruqture & Leisure & Culture
Transactions Development
Resources Parking
Shared Legal Services | Parks & Green Spaces
Property

Safer Merton

Street Cleaning

Traffic & Highways

Transport Commissioning

Transport Passenger Fleet

Waste Management

The paragraphs below provide an overview of the approach taken to completing the information
requirements on the service plans:
Page 1

)

i)
ii)

iv)

Vi)

Service description — Managers are asked to provide a succinct description of the key activities
undertaken by the service.
Anticipated demand - What their key demand channels are and how best to measure them.
Anticipated non-financial resources - What are the key resources used to deliver services and
products, to aid completion drop down menus can be used to identify accommodation,
contractors, staff, transport and voluntary services. Managers may also identify their own
resources.
Corporate strategies — From a drop down menu managers are asked to identify what key
strategies they contribute to. These strategies are identified on page 6 of the Business Plan
2013-17.
Performance indicators — Managers are asked to identify the key performance indicators for
their service, they must then indicate whether they should be measured monthly, quarterly,
annual or biennial. Polarity indicates whether a higher or lower score are beneficial. Finally,
indicators must be allocated one of the following six classifications:
¢ Business critical - the business critical function of the service often with severe
consequences if this is interrupted or not met.
o e.g. tonnage of waste sent to landfill (a high tonnage can lead to landfill tax which
has a detrimental effect to the council)

e Outcome - The success of the service in fulfilling its service description
o e.g.the % of waste recycled
e Output — The quantity of work or services produced.
o e.g. the number of Housing Benefit applications processed
e Perception - resident or user satisfaction with the service or part of the service
o e.g. resident satisfaction with street cleanliness
e Quality - the quality of the service delivery
o e.g. % of missed refuse collections
e Unit cost - Cost required to provide or produce a unit of a service or product
o e.g. cost per household per refuse collection
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Page 2

vii)  Maijor projects and/or procurement — Managers are asked to briefly describe up to 10 major
projects they are undertaking over the planning period (2014-18). On the second page they are able
to provide additional details of the project and the following key impact information:

¢ Major expected outcome - the following eight choices are available to managers:
Improved customer satisfaction

Improved reputation

Improved resident wellbeing

Income generation

Income loss

More efficient way of working

To meet budget savings

To meet legislative requirements

¢ Risk - managers are ask to consider the risks that could prevent them form achieving
projects or work programmes within agreed timescales and budgets and to the required
standard and are referred to the corporate guidance on risk management which is
contained in Section C of this document

o O 0O O O O O

The following pages display service plans for 2014-18 in departmental order.
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Section F

List of Revenue
Savings 2014/18
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REVENUE SAVINGS 2014-18

The revenue savings agreed by service departments during the 2014/18 Business Planning
Process are set out in the following pages.
During this process the revenue savings proposals were considered by Cabinet on:

e 9 December 2012
e 17 February 2013

Final revenue savings will be considered by Council on 5§ March 2014. Revenue savings were
scrutinised by the Overview and Scrutiny Commission and Panels during the January 2014 cycle
of meetings and by the Overview and Scrutiny Commission on 30 January 2014.

In total the following savings have been identified by each department:

SERVICE DEPARTMENTS: SUMMARY OF SAVINGS

Department “foo. | “gooo | ‘£000
Children, Schools and Families 150 7 325
Community and Housing 321 814 484
Corporate Services 291 412 493
Environment and Regeneration 535 125 125
In Year Total 1,297 1,358 1,427
Cumulative Total 1,297 2,655 4,082

These savings are in addition to those savings identified as part of the 2012-16 and 2013-17
Business Planning Processes.

The tree tables over the page summarise the spread of agreed risks across financial years for the
council:
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SUMMARY OF TOTAL RISKS OVER FINANCIAL YEARS

2015/16 RISKS
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The table below summarises the Savings by type for the council over the financial period of the
Medium Term Financial Strategy:

Total Savings ldentified as part of the 2014-18 Planning Period

2014/15 | 2015/16 | 2016/17
£000 £000 £000
SH Income: increase in current level of 129 195 125
charges
Income: increase arising from
Sl2 expansion of existing service/new 174 58 35
service
SS1 Stgffing: reduction in costs due to 0 60 78
efficiency
SS2 Staffllng: reduct_lon in cost.s due to 320 95 681
deletion/reduction in service
SNS1 No.n.- Staffing: reduction in costs due to 279 154 148
efficiency
SNS2 Non - Staffing: _redgctlon in costs due to 94 798 399
deletion/reduction in service
SP1 Procurement / Thlrld.Party 273 12 0
arrangements - efficiency
Procurement / Third Party
SP2 arrangements - deletion/reduction in 0 0 38
service
SG1 Grants: Existing service funded by new 0 0 0
grant
Grants: Improved Efficiency of existing
SG2 service currently funded by 0 0 0
unringfenced grant
SPROP | Reduction in Property related costs 35 56 0
TOTAL 1,297 1,358 1,427

The following pages provide a detailed breakdown of the savings identified as part of the 2014-18
Business Planning Process, these are displayed in departmental order. The saving detail starts
with changes to the existing savings identified by prior years Business Planning Processes. The
Panel shown in the first column of the analysis represents the Scrutiny Panel who reviewed the
proposals, these are:

C&YP Children & Young People

0&S Overview and Scrutiny
HC&OP  Healthier Communities & Older People
SC Sustainable Communities
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Adjustments to Prior
Years ldentified
Savings
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Revisions to Current Savings Summary

2014/15 | 2015/16 | 2016/17 | 2017/18 Total

£000 £000 £000 £000 £000

Children, Schools & Families 0 0 0 0 0

Corporate Services 141 52 (256) 0 (63)

Community & Housing 350 (350) 0 0 0

Environment & Regeneration 914 (500) (414) 0 0

Total 1,405 (798) (670) 0 0
Cumulative total 1,405 607 (63) (63)
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CORPORATE SERVICES DEPARTMENT

AMENDMENT TO PREVIOUSLY AGREED SAVINGS

APPENDIX 2

Services Savings

Original Savings Orlg.lnal Revised Savings
Savings
Original | Description of 2014/15 2014/15 | 2015/16 | 2016/17 | 2017/18 Description of Savin
Ref Saving £000 £000 | £000 | £000 | £000 ¥ 9
Description
CS16 1&T 35 0 0 .35 0 1&T Saving deferred
13/14 Surrender of remainder of ITSD overtime budget
CS45 Resources 0 52 0 0 0 Resources Saving brought
B forward from 2015/16
13/14 Resources -Improved Cash Management
CS12 Customer 50 0 0 50 0 Customer Services Saving deferred
Services )
" 12113 Support Senvices - delete1 f.t.e. manager post.
CS13 Customer Customer Services Saving deferred
Services 31 0 0 -31 0
12113 Recovery/Bailiffs - reduce debt recovery/bailiff
admin. By 1 f.t.e.
Replacement saving
New | Replacement Communications Admin. Assistant (See
Saving 0 23 0 0 0 details attached)
Replacement Saving
New [ Replacement 0 -40 0 0 0 Advertising, film and sponsorship officer
Saving (See details attached)
Total Corporate 116 -115 0 -116 0

Savings Type

SS2
SNS1
SNS2
SP1
SP2
SGl1
SG2
SPROP
sn

S12

Staffing: reduction in costs due to deletion/reduction in service
Non - Staffing: reduction in costs due to efficiency

NB £52k saving for CS45 agreed in 2015/16 to be brought forward to

2014/15.

Non - Staffing: reduction in costs due to deletion/reduction in service
Procurement / Third Party arrangements - efficiency
Procurement / Third Party arrangements - deletion/reduction in service
Grants: Existing service funded by new grant

Grants: Improved Efficiency of existing service currently funded by unringfenced grant
Reduction in Property related costs

Income - increase in current level of charges

Income - increase arising from expansion of existing service/new service

Panel

Children & Young People

Corporate Capacity

Healthier Communities & Older People
Sustainable Communities
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COMMUNITY AND HOUSING DEPARTMENT
AMENDMENT TO PREVIOUSLY AGREED SAVINGS

APPENDIX 3

Original Savings 0rig.inal Revised Savings
Savings|
Original Description of 2014/15| 2014/15 | 2015/16 | 2016/17 | 2017/18 Description of Saving
Ref Saving £000| £000 £000 £000 £000
Adult Social Care Adult Social Care
ASC14 Supported Living 100 250 0 0 0 Description Remove Day Care Costs from
(Including De- Residential Customers
registration)

Senvice Implications Cessation of day care costs from
residential customers care support
packages.

Staffing Implications None

Business Plan None

Implications

Impact on other None

departments

Equalities Implications [See overall EIA

ASC55 |Procurement 206 50 1] 1] 0 Reduction in staffing in Access and
Efficiencies Assessment

Senvice Implications Risk of increased delays in
assessments and care planning and/or
reductions in reviews

Staffing Implications Reduction in staffing

Business Plan None

Implications

Impact on other None

departments

Equalities Implications [See overall EIA

ASC18 | Supporting People 350 (1] 350 0 0|Description Reduce additional commissioned
senices.

Senice Implications Reduction and cessation of other
commissioned senvices.

Staffing Implications None

Business Plan None

Implications

Impact on other None

departments

Equalities Implications [See overall EIA

CH11 Supporting People 100 36 (1] 1] 0 Description All Saints Respite Extension
(Additional)

Senvice Implications Extend All Saints Respite Service offer
to PD customers.

Staffing Implications None h

Business Plan None

Implications

Impact on other None

departments

Equalities Implications |See overall EIA

NEW |Replacement Saving 0 70 0 V] 0 Assistive Technology

Senvice Implications Roll out of 'Just Checking' system as
part of the customer assessment
process (reinstatement and revised
figure for the former ASC10 - optimise
telecare usage).

Staffing Implications None

Business Plan None

Implications

Impact on other None

departments

Equalities Implications [See overall EIA

Total Community and 756 406 350 0 0
Housing Savings

Savings Type

SS2
SNS1
SNS2
SP1
SP2
SG1
SG2
SPROP
s

Sz

Staffing: reduction in costs due to deletion/reduction in service
Non - Staffing: reduction in costs due to efficiency
Non - Staffing: reduction in costs due to deletion/reduction in service
Procurement / Third Party arrangements - efficiency

Procurement / Third Party arrangements - deletion/reduction in service
Grants: Existing service funded by new grant
Grants: Improved Efficiency of existing service currently funded by unringfenced grant

Reduction in Property related costs
Income - increase in current level of charges

Income - increase arising from expansion of existing service/new service
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ENVIRONMENT AND REGENERATION DEPARTMENT

AMENDMENT TO PREVIOUSLY AGREED SAVINGS

APPENDIX 4

Original Savings Orlg_mal Revised Savings
Savings|
Original Description of 2014/15( 2014/15 | 2015/16 | 2016/17 | 2017/18 Descrintion of Savin
Ref Saving £000| £000 | £000 | £000 | £000 g s
Description
ER10 EHTSL 400 100 300* 0 EHTSL Regulatory Services
Merton, Sutton, Kingston and Sutton are in the process
of exploring the possibility of sharing 'regulatory senices'
or of one authority becoming the lead provider of senices
for other council(s). Merton is relatively well placed to act
as lead provider in a number of senice areas as a result
of the high level of professional expertise and knowledge
that is not reflected in the other boroughs involved. This
approach would maintain a level of resilience.
Total Environment and 400 100 300 0

Regeneration Savings

* £70k of this saving will be transferred to C&H as a result of the associated budgets becoming their responsibility.

Savings Type
SS2

SNS1
SNS2
SP1
SP2
SG1
SG2
SPROP
sn

SI2

Staffing: reduction in costs due to deletion/reduction in service

Non - Staffing: reduction in costs due to efficiency
Non - Staffing: reduction in costs due to deletion/reduction in service
Procurement / Third Party arrangements - efficiency
Procurement / Third Party arrangements - deletion/reduction in service
Grants: Existing service funded by new grant
Grants: Improved Efficiency of existing service currently funded by unringfenced grant

Reduction in Property related costs
Income - increase in current level of charges

Income - increase arising from expansion of existing service/new service

Panel

Children & Young People

Corporate Capacity

Healthier Communities & Older People
Sustainable Communities
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CORPORATE SERVICES DEPARTMENT
AMENDMENT TO PREVIOUSLY AGREED SAVINGS

Original Revised Savings
Savings
Original Description of 2014/15 2014/15 | 2015/16 | 2016/17 | 2017/18 Description of Savin
Ref Saving £000 £000 £000 £000 £000 P g
HR Business 140 (140) 0 140 0 Deferral of saving to be able to assist

Partners

organisation with necessary
transformation in the short term.
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Children, Schools
and Families
Department
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Corporate Estimates
2014-15
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SUMMARY - SUBJECTIVE ANALYSIS

FULL TIME EQUIVALENTS 2013/14 2014/15
Number of FTE Staff 2,133.5 2,163.5
Number of FTE Sutton / PCT TUPE Staff 61.5 64.8
Total FTE Staff 2,195.0 2,228.3
SUBJECTIVE ANALYSIS OF ESTIMATES 2013/14 Other 2014/15
Estimate Inflation Variations Estimate
Expenditure £000 £000 £000 £000
Employees 90,148 145 (25) 90,268
Premises 8,267 92 447 8,806
Transport 10,909 108 1,807 12,823
Supplies and Services 164,380 811 (5,929) 159,262
Third Party Payments 83,063 1,037 (4,421) 79,679
Transfer Payments 99,048 6 9,300 108,354
Support Services 33,533 0 (2,712) 30,821
Depreciation and Impairment Losses 13,990 0 1,236 15,226
GROSS EXPENDITURE 503,338 2,199 (297) 505,240
Income
Government Grants (237,012) 0 (13,126) (250,138)
Other Reimbursements and Contributions (22,123) (2) (241) (22,365)
Customer and Client Receipts (56,043) (278) 348 (55,972)
Interest (44) 0 0 (44)
Recharges (35,222) 0 3,850 (31,372)
Reserves (980) 0 51 (929)
GROSS INCOME (351,424) (279) (9,117) (360,821)
NET EXPENDITURE 151,914 1,920 (9,415) 144,419
Corporate Provisions 12,345 0 5777 18,123
NET EXPENDITURE 164,260 1,919 (3,637) 162,542
Funded by:
Revenue Support Grant (47,221) 0 7,482 (39,738)
Business Rates (32,019) 0 (2,352) (34,371)
New Homes Bonus (2,724) 0 (475) (3,199)
Council Tax (73,850) 0 (1,199) (75,049)
Council Tax Freeze Grant 2013/14 (835) 0 835 0
Council Tax Freeze Grant 2014/15 0 0 (858) (858)
WPCC Levy (269) 0 (25) (293)
Collection Fund (2,545) 0 (1,691) (4,236)
PFI Grant (4,797) 0 0 (4,797)
(164,260) 0 1,718 (162,542)
0 1,919 (1,919) 0
Other Variations: Contingency/Other
Major Items: Corporate Provisions £000 fte
Corporate borrowing and Investment (297) 0.0
Further provision for revenuisation/RCCO 547 0.0
Pension Fund and Auto-enrolment 8,347 0.0
Contingency and centrally held provisions (29) 0.0
Cost of DR Recovery (47) 0.0
CHAS - Council Tax loss (1,226) 0.0
Appropriation to/from Reserves 0 0.0
Depreciation and impairment (1,535) 0.0
Levies 17 0.0
TOTAL 5,777 0
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CIPFA - Standard Subjective Analysis

Introduction

The subjective analysis is the analysis of income and expenditure that is applicable to all Best Value
reporting requirements for all accounting periods from 1 April 2008.

We use a set standard subjective analysis for a number of reasons:-

The subjective analysis is a CIPFA recommended structure.

It minimises the reporting requirements for Government statistical reporting.

It provides information in a multi-dimensional format for Best Value

It improves consistency and therefore helps Authorities to make effective comparisons for Best
Value and other financial requirements

A subjective Analysis provides further information that is useful for benchmarking analysis.

For analysing costs in reviews.

Glossary of the standard Subjective analysis
Details of Expenditure groups and what is included:

1

Employees: This group includes the costs of employee expenses, both direct and indirect to

the Authority.

Direct employee expenses

e Salaries

e Employer’s National Insurance contribution
e Employers retirement benefit costs

e Agency Staff

e Employee expenses

I

ndirect employee expenses
Relocation

Interview

Training

Advertising

Severance payments
Employee - related schemes

Premises: This group includes expenses directly related to the running of the premises and
land.

e Energy costs

Rent

Rates

Water Services

Fixtures and Fittings

Apportionment of expenses of operating buildings
Cleaning and Domestic Supplies

Grounds maintenance costs

Premises Insurance

Contribution to premises - related provisions.
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Transport: This group includes all costs associated with the provision, hire or use of transport,

including travelling allowances and home to school transport.

Direct Transport costs

e Repair and maintenance, running costs and contributions to provisions in respect of
vehicles.

¢ Repairs and maintenance of (e.g.) roads included in this heading, but should be included in

the relevant subjective headings (such as staff costs, supplies and services etc),

e This could include the write-off in the year if any assets not deemed material by the
authority’s capital accounting policies i.e. below de minimis thresholds set).

Contract hire and operating leases

Public Transport

o Staff Travelling expenses

Car allowances

e Contribution to transport related provisions

Supplies and Services: This group includes all direct supplies and service expenditure to the
authority.

Equipment, furniture and materials

Catering Services

Communications and computing includes

Expenses

Grants and subscriptions

Private Finance Initiatives and Public Private Partnership schemes.

Contributions to provisions

Miscellaneous expenses

Third Party Payments: Independent units within the council;
Joint Authorities

Other Local authorities

Health authorities

Government departments

Voluntary associations

Other establishments

Private contractors

Other agencies

Debit resulting from soft loans

Transfer Payments: This includes the cost of payments to individuals for which no goods or
services are received in return by the local authority. Four sub-groups are suggested:
However, this list is not exhaustive.

e Schoolchildren and students

e Adult Social Services clients

e Housing benefits

e Debit resulting from soft loans
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Support Services: Charges for services that support the provision of services to the public.

Finance

IT

Human Resources

Property Management /Office Accommodation

Legal services (not included in the definition of Corporate and democratic Core)
Procurement Services

Corporate Services not included in the definition of Corporate and democratic Core)
Transport Functions

Depreciation and Impairment losses: This provides the subjective analysis that will record the
revenue impact of capital items in the services revenue accounts for the authority

Income: This group included all income received by the services from external users or by way

of charges or recharges to internal users.

Government Grants

e Specific and special government grants

Other Reimbursements and contributions

e Revenue Income received to finance a function/project jointly or severally undertaken with
other bodies.

e Contributions from other local authorities.

e Value of costs recharged to outside bodies including other committees.

Customer and Client Receipts

e Sales products or materials, data technology or surplus products.

e Fee and charges for services, use of facilities, admissions and lettings

¢ Rents, tithes, acknowledgements. way leaves and other land and property based charges
of a non-casual user.

Interest

Recharges

e Value of costs recharged to internal users

Reserves

e All credits resulting from soft loans should be included in this subjective

e (as a corporate entry).
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SUMMARY

FULL TIME EQUIVALENTS 2013/14 2014/15
Number of FTE Staff 2,133.5 2,163.5
Number of FTE Sutton/PCT TUPE Staff 61.5 64.8
Total FTE Staff 2,195.0 2,228.3
SERVICE AREA ANALYSIS 2013/14 Other 2014/15
Estimate Inflation Variations Estimate
£000 £000 £000 £000
Corporate Services 10,530 194 562 11,285
Education Services ]
Children's Services ] CSF 50,712 766 (3,438) 48,040
Environment and Regeneration 25,778 391 (3,315) 22,854
Adult Social Care ]
Cultural Services ] C&H 63,472 552 (2,692) 61,333
Housing General Fund ]
Public Health 0 0 0 0
CRM 159 (159) 0
Single Status 474 (373) 101
Pay Award 790 17 807
TOTAL NET SERVICE EXPENDITURE 151,915 1,919 (9,415) 144,420
Corporate Provisions/Appropriations 12,345 0 5,777 18,123
NET EXPENDITURE 164,260 1,919 (3,637) 162,542
Funded by:
Revenue Support Grant (47,221) 0 7,482 (39,738)
Business Rates (32,019) 0 (2,352) (34,371)
New Homes Bonus (2,724) 0 (475) (3,199)
Council Tax (73,850) 0 (1,199) (75,049)
Council Tax Freeze Grant 2013/14 (835) 0 835 0
Council Tax Freeze Grant 2014/15 0 0 (858) (858)
WPCC Levy (269) 0 (25) (293)
Collection Fund (2,545) 0 (1,691) (4,236)
PFI Grant (4,797) 0 0 (4,797)
(164,260) 0 1,718 (162,542)
0 1,919 (1,919) 0
Other Variations: Contingency/Other
Major Items: Corporate Provisions £000 fte
Corporate borrowing and Investment (297) 0.0
Further prov. revenuisation/RCCO 547 0.0
Pension Fund and Auto-enrolment 8,347 0.0
Contingency/centrally held provisions (29) 0.0
Change in Grants (47) 0.0
CHAS - Council Tax loss (1,226) 0.0
Appropriation to/from Reserves 0 0.0
Depreciation and impairment (1,535) 0.0
Council Tax Freeze Grant 2012/13 0 0.0
Levies 17 0.0
TOTAL 5,777 0
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CORPORATE ITEMS ANALYSIS

201314 Other 2014/15
Estimate | Inflation | Variations | Estimate
£000 £000 £000 £000

Expenditure
Cost of Borrowing including Minimum Revenue Provision 14,261 0 (158) 14,103
Further provision for revenuisation/RCCO 1,618 0 547 2,165
Pension Fund 4,787 0 8,347 13,134
Pensions: Auto-enrolment 300 0 0 300
Centrally held provision for Utilities inflation 1,000 0 (700) 300
Adjustment re Income re P3/P4 0 0 400 400
Provision for excess inflation 314 0 271 585
Bad Debt Provision 500 0 0 500
Contingency 1,500 0 0 1,500
Change in Corporate Specific and Special Grants 0 0 (47) (47)
CHAS - Council Tax Loss 1,226 0 (1,226) 0
Levies:-
Lee Valley 220 (5) 214
London Pensions Fund 268 (2) 266
Environment Agency 157 0 157
WPCC 269 25 293
GROSS EXPENDITURE 26,420 0 7,451 33,871
Income
Investment Income (383) (139) (522)
Depreciation & Impairment (13,692) (1,535) | (15,227)
Use of Reserves - Closing the Gap Reserve 0 0 0
GROSS INCOME (14,075) 0 (1,674) | (15,749)
NET EXPENDITURE 12,345 0 5,777 | 18,123
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Children, Schools and
Families Department

Estimates
2014-15
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CHILDREN, SCHOOLS AND FAMILIES DEPARTMENT

This Page contains the Budget for the whole Children, Schools and Families Department including
funding provided directly to Merton's Schools

FULL TIME EQUIVALENTS 201314 | 2014/15 DSG LA

Number of FTE Staff 497 1 520.9 75.4 445.5

SUBJECTIVE ANALYSIS OF

ESTIMATES 2013/14 Other 2014/15 2014/15 2014/15

DSG LA
Estimate | Inflation | Variations | Estimate | Estimate | Estimate
£000 £000 £000 £000 £000 £000

Expenditure

Employees 25,036 (26) 124 25,134 4,202 20,932

Premises 804 15 605 1,424 209 1,215

Transport 3,440 49 (150) 3,339 63 3,276

Supplies and Services 142,473 531 (4,319) 138,685 130,482 8,203

Third Party Payments 26,510 211 337 27,058 10,445 16,613

Transfer Payments 431 6 (20) 417 0 417

Support Services 4,657 0 (87) 4,570 138 4,432

Depreciation and Impairment Losses 4,989 0 246 5,235 0 5,235

GROSS EXPENDITURE 208,340 786 (3,264) | 205,862 145,539 60,323

Income

Government Grants (146,458) 0 (554) | (147,012) | (142,184) (4,828)

Other Reimbursements and

Contributions (6,999) 0 514 (6,485) (1,160) (5,325)

Customer and Client Receipts (4,235) (20) (114) (4,369) (2,195) (2,174)

Interest (44) 0 0 (44) 0 (44)

Recharges 0 0 0 0 0 0

Reserves 108 0 (20) 88 0 88

GROSS INCOME (157,628) (20) (174) | (157,822) | (145,539) | (12,283)

NET EXPENDITURE 50,712 766 (3,438) 48,040 0 48,040

Other Variations are analysed as follows:

Major ltems £000 fte

Savings (860) (10.6)

Overhead adjustments 0

Depreciation adjustments 453

Technical adjustments (2,636)

Revenuisation (390)

Transfers between departments (5)

TOTAL (3,438) (10.6)
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SUMMARY: CHILDREN, SCHOOLS AND FAMILIES DEPARTMENT

FULL TIME EQUIVALENTS
Number of FTE Staff

SERVICE AREA ANALYSIS

Senior Management

Childrens Social Care

Commissioning, Strategy and
Performance

Education

Schools

Other Childrens, Schools and
Families

TOTAL NET EXPENDITURE

2013/14 | 2014/15 DSG LA
497 1 520.9 75.4 445.5
2013/14 Other 2014/15 | 2014/15 | 2014/15

DSG LA

Estimate | Inflation | Variations | Estimate | Estimate | Estimate

£000 £000 £000 £000 £000 £000
1,314 11 (29) 1,296 0 1,296
13,131 53 (54) 13,130 97 13,033
13,670 88 (499) 13,259 4,533 8,726
29,204 114 5,409 34,727 21,603 13,124
(15,954) 0 (5,246) | (21,200) | (26,233) 5,033
9,347 500 (3,019) 6,828 0 6,828
50,712 766 (3,438) 48,040 0 48,040
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CHILDREN, SCHOOLS AND FAMILIES DEPARTMENT

Senior Management
This budget contains provision for the Senior Management of Children, Schools and Families
Department.

FULL TIME EQUIVALENTS 2013/14 2014/15 DSG LA

Number of FTE Staff 4.0 4.0 0.0 4.0

SUBJECTIVE ANALYSIS OF

ESTIMATES 2013/14 Other 2014/15 2014/15 2014/15

DSG LA
Estimate | Inflation | Variations | Estimate | Estimate | Estimate
£000 £000 £000 £000 £000 £000

Expenditure

Employees 514 0 (19) 495 0 495

Premises 0 0 0 0 0 0

Transport 1 0 (1) 0 0 0

Supplies and Services 741 11 9) 743 0 743

Third Party Payments 0 0 0 0 0 0

Transfer Payments 0 0 0 0 0 0

Support Services 58 0 0 58 0 58

Depreciation and Impairment

Losses 0 0 0 0 0 0

GROSS EXPENDITURE 1,314 11 (29) 1,296 0 1,296

Income

Government Grants 0 0 0 0 0 0

Other Reimbursements and

Contributions 0 0 0 0 0 0

Customer and Client Receipts 0 0 0 0 0 0

Interest 0 0 0 0 0 0

Recharges 0 0 0 0 0 0

Reserves 0 0 0 0 0 0

GROSS INCOME 0 0 0 0 0 0

NET EXPENDITURE 1,314 11 (29) 1,296 0 1,296

Other Variations are analysed as follows:

Major Iltems £000 fte

Overhead adjustments 0

Transfer between departments 0

Shared legal services devolved budgets 0

Technical adjustments (29)

TOTAL (29) 0.0

Page 265




CHILDREN, SCHOOLS AND FAMILIES DEPARTMENT

Children's Social Care
This budget contains the funding for central sosial work; family and adolescent servicee; Mash and
child protection; permanency, placements and looked after children; as well as safeguarding, standards

and training.

FULL TIME EQUIVALENTS 2013/14 | 2014/15 DSG LA

Number of FTE Staff 206.4 207.2 2.0 205.2

SUBJECTIVE ANALYSIS OF

ESTIMATES 2013/14 Other 2014/15 | 2014/15 | 2014/15

DSG LA
Estimate | Inflation | Variations | Estimate | Estimate | Estimate
£000 £000 £000 £000 £000 £000

Expenditure

Employees 9,217 3 278 9,497 92 9,405

Premises 121 2 1 124 0 124

Transport 191 2 (8) 186 1 185

Supplies and Services 1,198 13 (115) 1,096 4 1,092

Third Party Payments 1,844 27 (90) 1,781 0 1,781

Transfer Payments 412 6 (20) 398 0 398

Support Services 1,899 0 (154) 1,745 0 1,745

Depreciation and Impairment Losses 11 0 0 11 0 11

GROSS EXPENDITURE 14,893 53 (108) 14,838 97 14,741

Income

Government Grants (957) 0 (25) (982) 0 (982)

Other Reimbursements and

Contributions (633) 0 98 (535) 0 (535)

Customer and Client Receipts (5) 0 0 (5) 0 (5)

Interest 0 0 0 0 0 0

Recharges 0 0 0 0 0 0

Reserves (167) 0 (19) (186) 0 (186)

GROSS INCOME (1,762) 0 54 (1,708) 0 (1,708)

NET

EXPENDITURE 13,131 53 (54) 13,130 97 13,033

Other Variations are analysed as follows:

Major Iltems £000 fte

Savings (100) (2.8)

Overhead adjustments 0

Depreciation adjustments 0

Transfer between departments 0

Technical adjustments 45

TOTAL (55) (2.8)
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CHILDREN, SCHOOLS AND FAMILIES DEPARTMENT

Commissioning, Strategy and Performance

This page contains the budgets for access to resources service; policy, planning and performance; joint
commissioning and partnerships; as well as contract procurement and school organisation.

FULL TIME EQUIVALENTS 2013/14 2014/15 DSG LA

Number of FTE Staff 48.8 56.3 5.9 50.4

SUBJECTIVE ANALYSIS OF

ESTIMATES 2013/14 Other 2014/15 2014/15 2014/15

DSG LA
Estimate | Inflation | Variations Estimate Estimate Estimate
£000 £000 £000 £000 £000 £000

Expenditure

Employees 2,118 0 140 2,258 201 2,057

Premises 138 1 393 532 125 407

Transport 39 1 1 41 7 33

Supplies and Services 6,849 57 (557) 6,349 2,030 4,319

Third Party Payments 6,915 31 (1,085) 5,861 4,019 1,843

Transfer Payments 0 0 0 0 0 0

Support Services 512 0 83 595 32 563

Depreciation and Impairment Losses 0 0 0 0 0 0

GROSS EXPENDITURE 16,571 90 (1,025) 15,636 6,414 9,222

Income

Government Grants (746) 0 640 (106) 0 (106)

Other Reimbursements and

Contributions (209) 0 (101) (310) (28) (282)

Customer and Client Receipts (1,946) (2) (13) (1,961) (1,853) (108)

Interest 0 0 0 0 0 0

Recharges 0 0 0 0 0 0

Reserves 0 0 0 0 0 0

GROSS INCOME (2,901) (2) 526 (2,377) (1,881) (496)

NET

EXPENDITURE 13,670 88 (499) 13,259 4,533 8,726

Other Variations are analysed as follows:

Major Items £000 fte

Savings (350) (2.00)

Overhead adjustments 0

Transfer between departments 0

Revenuisation (390)

Technical adjustments 241

TOTAL (499) (2.00)
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CHILDREN, SCHOOLS AND FAMILIES DEPARTMENT

Education

To page contains the budgets for school improvement; early years and children's centres; education
inclusion; as well as special educational needs and disability integrated service.

FULL TIME EQUIVALENTS 2013/14 | 2014/15 DSG LA

Number of FTE Staff 235.7 251.2 67.5 183.7

SUBJECTIVE ANALYSIS OF

ESTIMATES 2013/14 Other 2014/15 | 2014/15 | 2014/15

DSG LA
Estimate | Inflation | Variations | Estimate | Estimate | Estimate
£000 £000 £000 £000 £000 £000

Expenditure

Employees 10,453 0 (348) 10,105 3,270 6,835

Premises 511 12 21 734 50 684

Transport 3,210 48 (147) 3,111 55 3,056

Supplies and Services 12,779 58 1,119 13,956 12,197 1,759

Third Party Payments 8,430 13 992 9,435 6,426 3,009

Transfer Payments 19 0 0 19 0 19

Support Services 2,188 0 (31) 2,157 106 2,051

Depreciation and Impairment Losses 58 0 133 191 0 191

GROSS EXPENDITURE 37,648 131 1,929 39,708 22,104 17,604

Income

Government Grants (2,261) 0 2,011 (250) (80) (170)

Other Reimbursements and

Contributions (3,958) 0 1,569 (2,389) (79) (2,310)

Customer and Client Receipts (2,225) 17) (100) (2,342) (342) (2,000)

Interest 0 0 0 0 0 0

Recharges 0 0 0 0 0 0

Reserves 0 0 0 0 0 0

GROSS INCOME (8,444) (17) 3,480 (4,981) (501) (4,480)

NET

EXPENDITURE 29,204 114 5,409 34,727 21,603 13,124

Other Variations are analysed as follows:

Major Items £000 fte

Savings (410) (5.7)

Overhead adjustments 0

Transfer between departments (6)

Depreciation adjustments 133

Technical adjustments 5,692

TOTAL 5,409 (5.7)
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CHILDREN, SCHOOLS AND FAMILIES DEPARTMENT

Schools

This budget covers schools funding as well as some centrally retained DSG money to support the schools
function.

FULL TIME EQUIVALENTS 2013/14 2014/15 DSG LA

Number of FTE Staff 0.0 0.0 0.0 0.0

SUBJECTIVE ANALYSIS OF

ESTIMATES 2013/14 Other 2014/15 | 2014/15 | 2014/15

DSG LA
Estimate | Inflation | Variations | Estimate | Estimate | Estimate
£000 £000 £000 £000 £000 £000

Expenditure

Employees 625 0 13 638 638 0

Premises 34 0 0 34 34 0

Transport 0 0 0 0 0 0

Supplies and Services 120,830 0 (4,578) 116,252 116,252 0

Third Party Payments 0 0 0 0 0 0

Transfer Payments 0 0 0 0 0 0

Support Services 0 0 0 0 0 0

Depreciation and Impairment Losses 4,920 0 113 5,033 0 5,033

GROSS EXPENDITURE 126,409 0 (4,452) | 121,957 | 116,924 5,033

Income

Government Grants (142,363) 0 259 | (142,104) | (142,104) 0

Other Reimbursements and

Contributions 0 0 (1,053) (1,053) (1,053) 0

Customer and Client Receipts 0 0 0 0 0 0

Interest 0 0 0 0 0 0

Recharges 0 0 0 0 0 0

Reserves 0 0 0 0 0 0

GROSS INCOME (142,363) 0 (794) | (143,157) | (143,157) 0

E)E;ENDITURE (15,954) 0 (5,246) (21,200) (26,233) 5,033

Other Variations are analysed as follows:

Major Items £000 fte

Depreciation adjustments 320

Technical adjustments (5,566)

TOTAL (5,246) 0
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CHILDREN, SCHOOLS AND FAMILIES DEPARTMENT

Other Children Schools and Families Budgets

This budget covers residual schools retained budgets, asylum seeker costs, past and present pension
and redundancy costs and PFI unitary charges.

FULL TIME EQUIVALENTS 2013/14 | 2014/15 DSG LA

Number of FTE Staff 2.2 2.2 0.0 2.2

SUBJECTIVE ANALYSIS OF

ESTIMATES 2013/14 Other 2014/15 | 2014/15 | 2014/15

DSG LA
Estimate | Inflation | Variations | Estimate | Estimate | Estimate
£000 £000 £000 £000 £000 £000

Expenditure

Employees 2,109 (30) 61 2,140 0 2,140

Premises 0 0 0 0 0 0

Transport 0 0 0 0 0 0

Supplies and Services 75 392 (175) 292 0 292

Third Party Payments 9,321 139 519 9,979 0 9,979

Transfer Payments 0 0 0 0 0 0

Support Services 0 0 16 16 0 16

Depreciation and Impairment Losses 0 0 0 0 0 0

GROSS EXPENDITURE 11,505 501 421 12,427 0 12,427

Income

Government Grants (130) 0 (3,440) (3,570) 0 (3,570)

Other Reimbursements and

Contributions (2,198) 0 0 (2,198) 0 (2,198)

Customer and Client Receipts (60) (1) 0 (61) 0 (61)

Interest (44) 0 0 (44) 0 (44)

Recharges 0 0 0 0 0 0

Reserves 274 0 0 274 0 274

GROSS INCOME (2,158) 1) (3,440) (5,599) 0 (5,599)

NET

EXPENDITURE 9,347 500 (3,019) 6,828 0 6,828

Other Variations are analysed as follows:

Major Items £000 fte

Savings 0

Overhead adjustments 0

Technical adjustments (3,019)

TOTAL (3,019) 0.0
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COMMUNITY AND HOUSING DEPARTMENT

Total

The department includes Adult Social Care, Housing, Libraries and Merton Adult Education.
FULL TIME EQUIVALENTS 2013/14 2014/15
Number of FTE Staff 527.91 531.08
Number of FTE PCT TUPE staff 19.88 24.24
SUBJECTIVE ANALYSIS OF ESTIMATES 2013/14 2014/15

Original Other

Estimate Inflation Variations Estimate

£000 £000 £000 £000

Expenditure
Employees 19,499 15 (404) 19,110
Premises 1,059 16 19 1,094
Transport 1,415 21 (234) 1,202
Supplies and Services 4,824 66 285 5,175
Third Party Payments 41,939 637 (792) 41,784
Transfer Payments 13,030 0 (3,298) 9,732
Support Services 8,538 0 (182) 8,356
Depreciation and Impairment Losses 725 0 14 739
GROSS EXPENDITURE 91,028 755 (4,592) 87,192
Income
Government Grants (2,802) 0 (175) (2,977)
Other Reimbursements and Contributions (10,135) 0 2,080 (8,055)
Customer and Client Receipts (11,277) (203) (171) (11,651)
Interest 0 0 0 0
Recharges (3,317) 0 208 (3,109)
Reserves (25) 0 (42) (67)
GROSS INCOME (27,556) (203) 1,900 (25,859)
NET EXPENDITURE 63,473 552 (2,692) 61,333
Other Variations are analysed as follows:
Major Items £000 fte
Current Year savings (2,465) 0
Previous years savings 0 0
Previous years growth 1,243 0
Overheads adjustments 26 0
Depreciation adjustments 14 0
Rebasing of Income 553 0
Technical adjustments 355 0
Transfers between departments 252 6.03
Grants 4) 0
Other (2,666) 0
TOTAL (2,692) 6.03

Page 272




SUMMARY: COMMUNITY AND HOUSING

DEPARTMENT
FULL TIME EQUIVALENTS 2013/14 | 2014/15
Number of FTE Staff 524.71 531.08
Number of FTE PCT TUPE
staff 19.88 24.24
544.59 555.32
CHANGE BETWEEN YEARS
SERVICE AREA ANALYSIS 2013/2014 2014/15
Current
Estimate Inflation Other Estimate
£000 £000 £000 £000
Senior Management 356 4 36 396
Adult Social Care 57,683 513 (2,698) 55,498
Libraries and Heritage 3,303 12 (122) 3,193
Merton Adult Education 173 7 (141) 39
Housing General Fund 1,958 16 233 2,207
NET EXPENDITURE 63,473 552 (2,692) 61,333
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COMMUNITY AND HOUSING DEPARTMENT

Senior Management

This area includes the cost of the Director and PA.

FULL TIME EQUIVALENTS 2013/14 2014/15
Number of FTE Staff 2.00 2.00
Number of FTE PCT TUPE staff 0.00 0.00
SUBJECTIVE ANALYSIS OF ESTIMATES 2013/14 2014/15

Original Other

Estimate | Inflation | Variations Estimate

£000 £000 £000 £000

Expenditure
Employees 224 0 0 224
Premises 0 0 0 0
Transport 0 0 0 0
Supplies and Services 90 4 40 134
Third Party Payments 0 0 0 0
Transfer Payments 0 0 0 0
Support Services 42 0 4) 38
Depreciation and Impairment Losses 0 0 0 0
GROSS EXPENDITURE 356 4 36 396
Income
Government Grants 0 0 0 0
Other Reimbursements and Contributions 0 0 0 0
Customer and Client Receipts 0 0 0 0
Interest 0 0 0 0
Recharges 0 0 0 0
Reserves 0 0 0 0
GROSS INCOME 0 0 0 0
NET EXPENDITURE 356 4 36 396
Other Variations are analysed as follows:
Major Items £000 fte
Current Year savings 0
Previous years savings 0
Growth 0
Overheads adjustments (4)
Depreciation adjustments 0
Rebasing of Income 0
Technical adjustments 40
Transfers between departments 0
Grants 0
Other 0
TOTAL 36 0.00
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COMMUNITY AND HOUSING DEPARTMENT
Adult Social Care

This area includes Older People, Mental Health, Learning Disability, Physical Disability and sensory
Impaired clients. It also includes No Recourse to Public Fund, aids support and substance misuse

clients, concessionary fares and clients receiving other services.

FULL TIME EQUIVALENTS 2013/14 2014/15
Number of FTE Staff 422.65 420.19
Number of FTE PCT TUPE staff 19.88 24.24
SUBJECTIVE ANALYSIS OF ESTIMATES 2013/14 2014/15

Original Other

Estimate | Inflation | Variations Estimate

£000 £000 £000 £000

Expenditure
Employees 15,181 15 (732) 14,464
Premises 500 8 (27) 481
Transport 1,390 21 (244) 1,167
Supplies and Services 3,592 45 277 3,914
Third Party Payments 40,964 622 (1,021) 40,565
Transfer Payments 12,550 0 (3,156) 9,394
Support Services 7,166 0 (125) 7,041
Depreciation and Impairment Losses 76 0 76
GROSS EXPENDITURE 81,419 71 (5,028) 77,102
Income
Government Grants (131) 0 (4) (135)
Other Reimbursements and Contributions (10,012) 0 2,076 (7,936)
Customer and Client Receipts (10,276) (198) 50 (10,424)
Interest 0 0 0 0
Recharges (3,317) 0 208 (3,109)
Reserves (0) 0 0 0
GROSS INCOME (23,736) (198) 2,330 (21,604)
NET EXPENDITURE 57,683 513 (2,698) 55,498
Other Variations are analysed as follows:
Major ltems £000 fte
Current Year savings (2,187)
Previous years savings 0
Growth 1,243
Overheads adjustments 83
Depreciation adjustments 0
Rebasing of Income 553
Technical adjustments 293
Transfers between departments (3)
Grants 4)
Other (2,676)
TOTAL (2,698) 0.00
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COMMUNITY AND HOUSING DEPARTMENT
Library & Heritage Services

Services are provided through three main town centre libraries, Mitcham, Morden,
Wimbledon and four neighbourhood libraries, Donald Hope, Pollards Hill, Raynes Park and
West Barnes. Additional services available are home visits and school services. Also
available is the Heritage Service located at Morden Library.

FULL TIME EQUIVALENTS 2013/14 | 2014/15
Number of FTE Staff 46.40 47.00
SUBJECTIVE ANALYSIS OF ESTIMATES 2013/14 2013/14

Original Other

Estimate | Inflation | Variations | Estimate

£000 £000 £000 £000

Expenditure
Employees 1,319 0 8 1,327
Premises 418 6 (23) 401
Transport 3 0 1 4
Supplies and Services 618 9 (45) 582
Third Party Payments 66 1 (2) 65
Transfer Payments 0 0 0 0
Support Services 814 0 (125) 689
Depreciation and Impairment Losses 553 0 13 566
GROSS EXPENDITURE 3,791 16 (173) 3,634
Income
Government Grants 0 0 0 0
Other Reimbursements and Contributions (120) 0 6 (114)
Customer and Client Receipts (343) (4) 20 (327)
Interest 0 0 0 0
Recharges 0 0 0 0
Reserves (25) 0 25 0
GROSS INCOME (488) (4) 51 (441)
NET EXPENDITURE 3,303 12 (122) 3,193
Other Variations are analysed as follows:
Major Items £000 fte
Current Year savings (10)
Previous years savings 0
Previous years growth 0
Overheads adjustments (125)
Depreciation adjustments 13
Rebasing of Income 0
Technical adjustments 15
Transfers between departments (15)
Grants 0
Other 0
TOTAL (122) 0.00
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COMMUNITY AND HOUSING DEPARTMENT
Adult Education

Provides high quality learning and training needs of Merton communities for ages 16-65.
Funded by LSC, MAE is able to support financially qualifying learners and or offer free

courses. Services are provided through two main town centres Whatley Avenue,
Wimbledon'’s Marlborough hall, and four neighbourhood centres, Cobham Court, Mictham’s

Canons house, Pollards Hill and Morden libraries.

FULL TIME EQUIVALENTS 2013/14 | 2014/15
Number of FTE Staff 31.36 29.36
SUBJECTIVE ANALYSIS OF ESTIMATES 2013/14 2014/15
Other
Original | Inflation | Variations | Estimate
£000 £000 £000 £000

Expenditure
Employees 1,813 0 (28) 1,785
Premises 141 2 31 174
Transport 3 0 (0) 3
Supplies and Services 334 5 6 345
Third Party Payments 0 0 0 0
Transfer Payments 0 0 0 0
Support Services 286 0 25 311
Depreciation and Impairment Losses 96 0 1 97
GROSS EXPENDITURE 2,673 7 35 2,715
Income
Government Grants (1,873) 0 0 (1,873)
Other Reimbursements and Contributions (3) 0 3 0
Customer and Client Receipts (624) 0 (179) (803)
Interest 0 0 0 0
Recharges 0 0 0 0
Reserves 0 0 0 0
GROSS INCOME (2,500) 0 (176) (2,676)
NET EXPENDITURE 173 7 (141) 39
Other Variations are analysed as follows:
Major Items £000 fte
Current Year savings (176)
Previous years savings 0
Previous years growth 0
Overheads adjustments 25
Depreciation adjustments 1
Rebasing of Income 0
Technical adjustments (2)
Transfers between departments 0
Grants 0
Other 11
TOTAL (141) 0.00
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COMMUNITY AND HOUSING DEPARTMENT
Housing General Fund

Housing Needs and Enabling Service

FULL TIME EQUIVALENTS 2013/14 | 2014/15
Number of FTE Staff 25.5 32.5
SUBJECTIVE ANALYSIS OF ESTIMATES 2013/14 2014/15

Original Other

Estimate | Inflation | Variations | Estimate

£000 £000 £000 £000

Expenditure
Employees 962 0 348 1,310
Premises 1 0 37 38
Transport 18 0 10 28
Supplies and Services 190 3 7 200
Third Party Payments 909 14 231 1,154
Transfer Payments 480 0 (142) 338
Support Services 230 0 47 277
Depreciation and Impairment Losses 0 0 0 0
GROSS EXPENDITURE 2,790 17 538 3,345
Income
Government Grants (798) 0 171) (969)
Other Reimbursements and Contributions 0 0 (5) (5)
Customer and Client Receipts (34) (1) (62) (97)
Interest 0 0 0 0
Recharges 0 0 0 0
Reserves 0 0 (67) (67)
GROSS INCOME (832) (1) (305) (1,138)
NET EXPENDITURE 1,958 16 233 2,207
Other Variations are analysed as follows:
Major Items £000 fte
Current Year savings (92)
Previous years savings 0
Growth 0
Overheads adjustments 47
Depreciation adjustments 0
Rebasing of Income 0
Technical adjustments 9
Transfers between departments 270 6.03
Grants 0
Other (1)
TOTAL 233 6.03
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COMMUNITY AND HOUSING DEPARTMENT
Public Health

This area includes all Public Health responsibilities.

FULL TIME EQUIVALENTS 2013/14 2014/15
Number of FTE Staff 9.00 13.77
Number of FTE PCT TUPE staff 0.00 0.00
SUBJECTIVE ANALYSIS OF ESTIMATES 2013/14 2014/15

Original Other

Estimate | Inflation | Variations Estimate

£000 £000 £000 £000

Expenditure
Employees 569 0 353 922
Premises 0 0 0 0
Transport 6 0 1 7
Supplies and Services 4,227 0 204 4,431
Third Party Payments 4,086 0 288 4,374
Transfer Payments 0 0 0 0
Support Services 97 0 13 110
Depreciation and Impairment Losses 0 0 0 0
GROSS EXPENDITURE 8,985 0 859 9,844
Income
Government Grants (8,985) 0 (251) (9,236)
Other Reimbursements and Contributions 0 0 (608) (608)
Customer and Client Receipts 0 0 0 0
Interest 0 0 0 0
Recharges 0 0 0 0
Reserves (0) 0 0 0
GROSS INCOME (8,985) 0 (859) (9,844)
NET EXPENDITURE (0) 0 0 0
Other Variations are analysed as follows:
Major Items £000 fte
Current Year savings 0
Previous years savings 0
Growth 0
Overheads adjustments 9
Depreciation adjustments 0
Rebasing of Income 0
Technical adjustments 242 4.77
Transfers between departments 0
Grants (251)
Other 0
TOTAL 0 4.77
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SUMMARY: CORPORATE SERVICES DEPARTMENT

FULL TIME EQUIVALENTS
Number of FTE Staff
Number of FTE Sutton TUPE staff

SUBJECTIVE ANALYSIS OF ESTIMATES

Expenditure

Employees

Premises

Transport

Supplies and Services

Third Party Payments

Transfer Payments

Support Services

Depreciation and Impairment Losses

GROSS EXPENDITURE

Income

Government Grants

Other Reimbursements and Contributions
Customer and Client Receipts

Interest

Recharges

Reserves

GROSS INCOME

NET EXPENDITURE

2013/14 2014/15
4445 460.5
41.6 40.6
486.1 501.1
2013/14 Other 2014/15
Original
Estimate Inflation | Variations Estimate
£000 £000 £000 £000
21,877 32 1,311 23,220
3,075 31 (224) 2,882
173 2 (32) 143
13,272 165 (2,359) 11,078
1,230 20 83 1,333
85,566 0 12,623 98,188
10,041 0 (781) 9,260
1,688 0 231 1,919
136,922 250 10,851 148,023
(87,328) 0 (12,411) (99,739)
(2,402) (2) (3,009) (5,413)
(9,772) (55) 3,493 (6,333)
0 0 0 0
(26,890) 0 1,637 (25,253)
0 0 0 0
(126,392) (56) (10,290) (136,738)
10,529 194 562 11,285

Page 281




SUMMARY: CORPORATE SERVICES DEPARTMENT

FULL TIME EQUIVALENTS
Number of FTE Staff
Number of FTE Sutton TUPE staff

SERVICE AREA ANALYSIS

Customer Services

Infrastructure & Transactions

Business Improvement

Corporate Governance

Resources

HR

Corporate Items

TOTAL EXPENDITURE

Contingency / Other

Capital Financing Adjustment

Levies

NET EXPENDITURE

2013/14 2014/15
444.5 460.5
41.6 40.6
486.1 501.1
CHANGE BETWEEN YEARS
2013/14 Other 2014/15
Original
Estimate Inflation | Variations Estimate
£000 £000 £000 £000
1,240 2 1,222 2,465
171 76 (247) (0)
504 10 (445) 69
1,704 24 (117) 1,610
1,487 48 407 1,942
140 7 (143) 4
5,284 26 (114) 5,196
10,529 194 562 11,285
0 0 0 0
0 0 0 0
0 0 0 0
10,529 194 562 11,285
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CUSTOMER SERVICES

The Customer Services Division consists of: Merton Link (including the Cash Office,
Translation Services and Contact Centre), Support Team, Local Taxation (including
Business Rates, Baliff Team and Recovery Team), Benefits Administration, Registrars,
Debt Recovery, Corporate Communications, Web Team and Consultation & Community
Engagement. CHAS is now trading as a limited company and reported separately.

FULL TIME EQUIVALENTS 2013/14 | 2014/15
Number of FTE Staff 162.4 139.4
SUBJECTIVE ANALYSIS OF ESTIMATES 2013/14 Other 2014/15

Original

Estimate | Inflation | Variations | Estimate

£000 £000 £000 £000

Expenditure
Employees 5,749 0 (712) 5,038
Premises 39 0 (19) 20
Transport 91 1 (28) 63
Supplies and Services 3,346 21 (1,920) 1,447
Third Party Payments 475 6 (20) 461
Transfer Payments 0 0 367 367
Support Services 2,753 0 (288) 2,465
Depreciation and Impairment Losses 3 0 3
GROSS EXPENDITURE 12,456 29 (2,620) 9,865
Income
Government Grants (1,826) 0 (155) (1,981)
Other Reimbursements and Contributions (930) 0 0 (930)
Customer and Client Receipts (6,185) (27) 4,027 (2,184)
Interest 0 0 0 0
Recharges (2,275) 0 (30) (2,305)
Reserves 0 0 0 0
GROSS INCOME (11,216) (27) 3,842 (7,400)
NET EXPENDITURE 1,240 2 1,222 2,465
Other Variations are analysed as follows:
Major Items £000 fte
Previous years savings (213) (4.0)
Transfer between Corporate services divisions (2.0)
Technical adjustments 1,753 (17.0)
Depreciation adjustments
Overhead adjustments (318)
TOTAL 1,222 (23.0)
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INFRASTRUCTURE & TRANSACTIONS

The Infrastructure & Transactions Division consists of Facilities Management, IT Service
Delivery, Post & Print Room and Transactional services.

FULL TIME EQUIVALENTS 2013/14 | 2014/15
Number of FTE Staff 83.7 82.7
SUBJECTIVE ANALYSIS OF ESTIMATES 2013/14 Other 2014/15

Original

Estimate | Inflation | Variations | Estimate

£000 £000 £000 £000

Expenditure
Employees 3,304 7 55 3,365
Premises 2,908 28 (203) 2,733
Transport 39 1 (7) 33
Supplies and Services 2,828 42 (182) 2,687
Third Party Payments 274 3 (70) 207
Transfer Payments 0 0 0 0
Support Services 930 0 (55) 875
Depreciation and Impairment Losses 1,685 0 231 1,916
GROSS EXPENDITURE 11,967 80 (232) 11,815
Income
Government Grants 0 0 0 0
Other Reimbursements and Contributions 0 0 0
Customer and Client Receipts (1,990) (4) (70) (2,063)
Interest 0 0 0
Recharges (9,807) 0 55 (9,752)
Reserves 0 0 0 0
GROSS INCOME (11,797) (4) (15) | (11,815)
NET EXPENDITURE 171 76 (247) (0)
Other Variations are analysed as follows:
Major Items £000 fte
Previous years savings (327) (1.0)
Technical adjustments (181)
Depreciation adjustments 261
Overheads adjustments 0
TOTAL (247) (1.0)
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BUSINESS IMPROVEMENT

The Business Improvement Division consists of IT Business Systems, IT Business Process Re-
engineering, Business Improvement and Programme Office.

FULL TIME EQUIVALENTS 2013/14 2014/15
Number of FTE Staff 29.9 30.9
SUBJECTIVE ANALYSIS OF ESTIMATES 2013/14 Other 2014/15

Original

Estimate Inflation Variations Estimate

£000 £000 £000 £000

Expenditure
Employees 1,477 0 64 1,541
Premises 0 0 0 0
Transport 3 0 0 3
Supplies and Services 639 10 280 928
Third Party Payments 0 0 0 0
Transfer Payments 0 0 0 0
Support Services 339 0 (21) 318
Depreciation and Impairment Losses 0 0 0 0
GROSS EXPENDITURE 2,458 10 323 2,791
Income
Government Grants 0 0 0 0
Other Reimbursements and Contributions 0 0 0 0
Customer and Client Receipts (79) 0 (5) (84)
Interest 0 0 0 0
Recharges (1,875) 0 (763) (2,638)
Reserves 0 0 0
GROSS INCOME (1,954) 0 (768) (2,722)
NET EXPENDITURE 504 10 (445) 69
Other Variations are analysed as follows:
Major Items £000 fte
Previous years savings (81) (1.0)
Transfer between departments 2.0
Technical adjustments 420
Overheads adjustments (784)
TOTAL (445) 1.0
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CORPORATE GOVERNANCE

The Corporate Governance Division consists of the South London Legal Partnership,

Internal Audit, Investigations, Democracy Services, Electoral Services, Information

Governance and Safety Services.

FULL TIME EQUIVALENTS 2013/14 | 2014/15
Number of FTE Staff 90.5 134.5
SUBJECTIVE ANALYSIS OF ESTIMATES 2013/14 Other 2014/15

Original

Estimate | Inflation | Variations | Estimate

£000 £000 £000 £000

Expenditure
Employees 4,441 3 2,154 6,599
Premises 9 0 1 10
Transport 29 0 5 35
Supplies and Services 1,648 25 (19) 1,654
Third Party Payments 0 0 0 0
Transfer Payments 0 0 0 0
Support Services 705 0 (196) 509
Depreciation and Impairment Losses 0 0 0 0
GROSS EXPENDITURE 6,832 29 1,946 8,807
Income
Government Grants 0 0 0 0
Other Reimbursements and Contributions (1,472) (2) (3,009) (4,482)
Customer and Client Receipts (197) (4) (429) (629)
Interest 0 0 0 0
Recharges (3,460) 0 1,375 (2,085)
Reserves 0 0 0 0
GROSS INCOME (5,129) (5) (2,063) (7,197)
NET EXPENDITURE 1,704 24 (117) 1,610
Other Variations are analysed as follows:
Major Items £000 fte
Previous years savings (59) (1.0)
Technical adjustments (1,237) 45.0
Overhead adjustments 1,179
TOTAL (117) 44.0
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RESOURCES

The Resources Division consists of Policy & Strategy, Commercial Services, Business
Planning, Accountancy and Business Partners . The Pensions service is now managed
by LB Wandsworth. The costs for the directorate function are included within Resources.

FULL TIME EQUIVALENTS 2013/14 | 2014/15
Number of FTE Staff 73.2 68.2
SUBJECTIVE ANALYSIS OF ESTIMATES 2013/14 Other 2014/15

Original

Estimate | Inflation | Variations | Estimate

£000 £000 £000 £000

Expenditure
Employees 4,030 0 (209) 3,821
Premises 103 2 0 105
Transport 4 0 0 4
Supplies and Services 4,198 61 (425) 3,834
Third Party Payments 14 0 154 169
Transfer Payments 9 0 0 9
Support Services 823 0 (105) 718
Depreciation and Impairment Losses 0 0 0 0
GROSS EXPENDITURE 9,181 63 (585) 8,660
Income
Government Grants 0 0 0 0
Other Reimbursements and Contributions 0 0 0 0
Customer and Client Receipts (789) (15) 0 (804)
Interest 0 0 0 0
Recharges (6,905) 0 991 (5,914)
Reserves 0 0 0 0
GROSS INCOME (7,694) (15) 991 (6,718)
NET EXPENDITURE 1,487 48 407 1,942
Other Variations are analysed as follows:
Major Items £000 fte
Previous years savings (480) (1.0)
Technical adjustments 0 (4.0)
Overheads adjustments 886
TOTAL 407 (5.0)
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HR

The HR division consists of: Strategic HR, Business Partnerships, Corporate Learning &
Development, Diversity, iTrent Client team, Recruitment & Resourcing, Central
Operations Team. The function also interfaces with Staff Side. The HR service is shared
with the LB of Sutton. The payroll service is shared with LB of Sutton, LB of Kingston
and Richmond.

FULL TIME EQUIVALENTS 2013/14 | 2014/15
Number of FTE Staff 4.8 4.8
Number of FTE Sutton TUPE staff 41.6 40.6
46.4 45.4
SUBJECTIVE ANALYSIS OF ESTIMATES 2013/14 Other 2014/15
Original
Estimate | Inflation | Variations | Estimate
£000 £000 £000 £000
Expenditure
Employees 2,220 6 (40) 2,185
Premises 17 0 (3) 15
Transport 7 0 (2) 5
Supplies and Services 210 3 5 218
Third Party Payments 255 4 0 259
Transfer Payments 0 0 0 0
Support Services 533 0 (82) 451
Depreciation and Impairment Losses 0 0 0 0
GROSS EXPENDITURE 3,241 13 (122) 3,132
Income
Government Grants 0 0 0 0
Other Reimbursements and Contributions 0 0 0 0
Customer and Client Receipts (533) (6) (30) (569)
Interest 0 0 0 0
Recharges (2,568) 0 9 (2,559)
Reserves 0 0 0 0
GROSS INCOME (3,101) (6) (21) (3,128)
NET EXPENDITURE 140 7 (143) 4
Other Variations are analysed as follows:
Major Iltems £000 fte
Previous years savings (90) (1.0)
Technical adjustments 20
Overheads adjustments (73)
Transfer from departments 0
TOTAL (143) (1.0)
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CORPORATE ITEMS

Corporate Management is composed of Housing Benefit subsidy payments and
entitlements, Agency contract, Coroners Court and Severance payments.

FULL TIME EQUIVALENTS 2013/14 | 2014/15
Number of FTE Staff 0 0
SUBJECTIVE ANALYSIS OF ESTIMATES 2013/14 Other 2014/15

Original

Estimate | Inflation | Variations | Estimate

£000 £000 £000 £000

Expenditure
Employees* 657 16 (1) 672
Premises 0 0 0 0
Transport 0 0 0 0
Supplies and Services 403 4 (98) 308
Third Party Payments 212 7 19 238
Transfer Payments 85,556 0 12,256 97,812
Support Services 3,958 0 (34) 3,924
Depreciation and Impairment Losses 0 0 0 0
GROSS EXPENDITURE 90,786 26 12,142 | 102,954
Income
Government Grants (85,502) 0 (12,256) | (97,758)
Other Reimbursements and Contributions 0 0 0 0
Customer and Client Receipts 0 0 0 0
Interest 0 0 0 0
Recharges 0 0 0 0
Reserves 0 0 0
GROSS INCOME (85,502) 0 (12,256) | (97,758)
NET EXPENDITURE 5,284 26 (114) 5,196
Other Variations are analysed as follows:
Major Items £000 fte
Savings
Technical adjustments (80)
Overheads adjustments (34)
Shared legal services devolved budgets
TOTAL (114) 0.0

* The employee budgets shown here relate to employee redundancy payments. There are no

FTE's in Corporate Items
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ENVIRONMENT AND REGENERATION DEPARTMENT

Departmental Summary

FULL TIME EQUIVALENTS 2013/14 2014/15
Number of FTE Staff 655 637
SUBJECTIVE ANALYSIS OF
ESTIMATES 2013/2014 Other 2014/2015

Ori_ginal Inflation Variations Estimate

Estimate

£000 £000 £000 £000

Expenditure
Employees 22,313 107 (524) 21,896
Premises 3,329 30 47 3,406
Transport 5,881 36 2,223 8,140
Supplies and Services 3,812 49 464 4,325
Third Party Payments 13,384 169 (4,049) 9,504
Transfer Payments 21 0 (5) 16
Support Services 10,297 0 (1,662) 8,635
Depreciation and Impairment Losses 6,588 0 745 7,333
GROSS EXPENDITURE 65,625 391 (2,761) 63,255
Income
Government Grants (424) 0 14 (410)
Other Reimbursements and
Contributions (2,587) 0 174 (2,413)
Customer and Client Receipts (30,758) 0 (2,860) (33,618)
Interest 0 0 0 0
Recharges (5,015) 0 2,005 (3,010)
Reserves (1,063) 0 113 (950)
GROSS INCOME (39,848) 0 (554) (40,402)
NET EXPENDITURE 25,777 391 (3,315) 22,853
Other variations are analysed as
follows:
Major Items £000 fte
Savings (3,673) (11.5)
Depreciation adjustments 716
Overheads adjustments 343
Transfer between departments (271) (6.0)
Technical adjustments (430) 1.0
TOTAL (3,315) (16.5)
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SUMMARY: ENVIRONMENT & REGENERATION

FULL TIME EQUIVALENTS
Number of FTE Staff

SERVICE AREA ANALYSIS

Street Scene and Waste
Public Protection and Development
Sustainable Communities

Safer Merton

Senior Management and
Support

TOTAL
EXPENDITURE

2013/14 2014/15
655 637
CHANGE BETWEEN YEARS
2013/2014 Other 2014/2015
Original Estimate Inflation | Variations Estimate
£000 £000 £000 £000
27,310 322 (2,071) 25,561
(4,794) 20 (967) (5,741)
1,945 41 (201) 1,785
1,316 5 (73) 1,248
0 3 (3) 0
25,778 391 (3,315) 22,853
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ENVIRONMENT AND REGENERATION DEPARTMENT

Street Scene and Waste: Traffic and Highway Services, Transport Services, Waste

Management and Operations.

FULL TIME EQUIVALENTS 2013/14 2014/15
Number of FTE Staff 361 351
SUBJECTIVE ANALYSIS OF
ESTIMATES 2013/2014 Other 2014/2015

é)ngmal Inflation Variations Estimate

stimate
£000 £000 £000 £000

Expenditure
Employees 10,917 105 (154) 10,868
Premises 1,532 18 (113) 1,437
Transport 5,386 30 2,211 7,627
Supplies and Services 1,183 13 336 1,532
Third Party Payments 10,491 156 (2,377) 8,270
Transfer Payments 2 0 0 2
Support Services 5,470 0 (1,397) 4,073
Depreciation and Impairment Losses 5,818 0 618 6,436
GROSS EXPENDITURE 40,799 322 (876) 40,245
Income
Government Grants 0 0 (288) (288)
Other Reimbursements and
Contributions (625) 0 (1,269) (1,894)
Customer and Client Receipts (10,553) 0 (1,452) (12,005)
Recharges (2,311) 0 1,814 (497)
Reserves 0 0 0 0
GROSS INCOME (13,489) 0 (1,195) (14,684)
NET EXPENDITURE 27,310 322 (2,071) 25,561
Other variations are analysed as
follows:
Major Items £000 fte
Savings (2,793) (6.3)
Depreciation adjustments 618
Overheads adjustments 417
Transfer between departments (1)
Technical Adjustments (312) 1.0
TOTAL (2,071) (5.3)
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ENVIRONMENT AND REGENERATION DEPARTMENT

Public Protection & Development: Consumer and Business Protection,

Environmental Health, Development Control, Building Control, Parking Control.

FULL TIME EQUIVALENTS 2013/14 2014/15
Number of FTE Staff 146 136
SUBJECTIVE ANALYSIS OF
ESTIMATES 2013/2014 Other 2014/2015

L. . Inflation Variations Estimate

Original Estimate
£000 £000 £000 £000

Expenditure
Employees 5,559 0 (333) 5,226
Premises 676 2 13 691
Transport 229 3 (6) 226
Supplies and Services 589 10 71 670
Third Party Payments 323 5 (2) 326
Transfer Payments 2 0 0 2
Support Services 1,743 0 (108) 1,635
Depreciation and Impairment Losses 56 0 20 76
GROSS EXPENDITURE 9,177 20 (345) 8,852
Income
Government Grants (48) 0 48 (0)
Other Reimbursements and
Contributions (199) 0 100 (99)
Customer and Client Receipts (13,619) 0 (768) (14,387)
Recharges 0 0 0 0
Reserves (104) 0 (2) (106)
GROSS INCOME (13,970) 0 (622) (14,592)
NET EXPENDITURE (4,794) 20 (967) (5,741)
Other variations are analysed as
follows:
Major Items £000 fte
Savings (518) (4.0)
Depreciation adjustments 21
Overheads adjustments (108)
Transfer between departments (270) (6.0)
Technical Adjustments (92)
TOTAL (967) (10.0)
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ENVIRONMENT AND REGENERATION DEPARTMENT

Sustainable Communities: Physical Regeneration, Spatial Planning and Policy,

Regeneration Partnerships, Property Management, Greenspaces, Leisure and Culture

Development, Transport Planning & Safety Education, Business Performance.

FULL TIME EQUIVALENTS 2013/14 2014/15
Number of FTE Staff 113 117
SUBJECTIVE ANALYSIS OF
ESTIMATES 2013/2014 Other 2014/2015
Original Inflation Variations Estimate
Estimate
£000 £000 £000 £000
Expenditure
Employees 4,051 2 150 4,203
Premises 1,116 10 150 1,276
Transport 239 3 18 260
Supplies and Services 1,500 20 225 1,745
Third Party Payments 1,003 6 (229) 780
Transfer Payments 17 0 (5) 12
Support Services 2,620 0 (68) 2,552
Depreciation and Impairment Losses 611 0 72 683
GROSS EXPENDITURE 11,157 41 313 11,511
Income
Government Grants (59) 0 7 (52)
Other Reimbursements and
Contributions (223) 0 5 (218)
Customer and Client Receipts (6,580) 0 (640) (7,220)
Recharges (1,416) 0 25 (1,391)
Reserves (933) 0 89 (844)
GROSS INCOME (9,212) 0 (514) (9,726)
NET EXPENDITURE 1,945 141 (201) 1,785
Other variations are analysed as follows:
Major Items £000 fte
Savings (336) (1.2)
Depreciation adjustments 43
Overheads adjustments (43)
Technical Adjustments 135
TOTAL (201) (1.2)
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ENVIRONMENT AND REGENERATION DEPARTMENT

Safer Merton: Management of the Community Safety Partnership and related legislation.

FULL TIME EQUIVALENTS 2013/14 2014/15
Number of FTE Staff 25 22
SUBJECTIVE ANALYSIS OF
ESTIMATES 2013/2014 Other 2014/2015

Original Inflation Variations Estimate

Estimate

£000 £000 £000 £000

Expenditure
Employees 1,012 0 (171) 841
Premises 5 0 (3) 2
Transport 7 0 0 7
Supplies and Services 179 3 (3) 179
Third Party Payments 1,568 2 (1,441) 129
Transfer Payments 0 0 0 0
Support Services 331 0 (101) 230
Depreciation and Impairment Losses 104 0 35 139
GROSS EXPENDITURE 3,204 5 (1,684) 1,525
Income
Government Grants (317) 0 247 (70)
Other Reimbursements and
Contributions (1,539) 0 1,338 (201)
Customer and Client Receipts (6) 0 0 (6)
Recharges 0 0 0 0
Reserves (26) 0 26 0
GROSS INCOME (1,888) 0 1,611 (277)
NET EXPENDITURE 1,316 5 (73) 1,248
Other variations are analysed as
follows:
Major Items £000 fte
Saving (3)
Depreciation adjustments 35
Overheads adjustments (101)
TOTAL (69) 0.0
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ENVIRONMENT AND REGENERATION DEPARTMENT

Senior Management and Support: The Department's senior management and

secretarial support.

FULL TIME EQUIVALENTS 2013/14 2014/15
Number of FTE Staff 10 11
SUBJECTIVE ANALYSIS OF
ESTIMATES 2013/2014 Other 2014/2015
Original Inflation Variations Estimate
Estimate
£000 £000 £000 £000
Expenditure
Employees 774 0 (16) 758
Premises 0 0 0 0
Transport 20 0 0 20
Supplies and Services 360 3 (165) 198
Third Party Payments 0 0 0 0
Transfer Payments 0 0 0 0
Support Services 134 0 12 146
Depreciation and Impairment Losses 0 0 0 0
GROSS EXPENDITURE 1,288 3 (169) 1,122
Income
Government Grants 0 0 0 0
Other Reimbursements and 0 0 0
Contributions 0
Customer and Client Receipts 0 0 0 0
Recharges (1,288) 0 166 (1,122)
Reserves 0 0 0 0
GROSS INCOME (1,288) 0 166 (1,122)
NET EXPENDITURE 0 3 (3) 0
Other variations are analysed as
follows:
Major Items £000 fte
Saving (23)
Overheads adjustments 178
Technical adjustments (155)
TOTAL 0 0
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BUSINESS PLAN - GLOSSARY OF TERMS

ANNUAL MINIMUM REVENUE PROVISION

The council is required to pay off an element of the accumulated General Fund capital
spend each financial year through a revenue charge, as required by the Local
Government and Housing Act 1989.

ASSET MANAGEMENT PLAN / REVIEW

An Asset Management Plan (AMP) is a tactical plan for managing an organisation's
infrastructure and other assets to deliver an agreed standard of service. This information
is reviewed annually.

BALANCES

Balances are maintained to meet expenditure pending the receipt of income and to
provide a cushion against expenditure being higher or income lower than expected.
Contributions to balances can be either a planned contribution from the revenue budget or
a transfer of any revenue surplus at the year end. The maintenance of an appropriate
level of balances is a fundamental part of prudent financial management.

BORROWING STRATEGY

A borrowing strategy set up the parameters within which money may be borrowed by the
Authority. These parameters are designed to manage the risk taken by the authority within
best practice.

BUDGET
Statement of the spending plans for the year.

CAPITAL EXPENDITURE
Expenditure on the acquisition of a fixed asset or expenditure, which adds to, and not
merely maintains, the value of an existing fixed asset.

CAPITAL FINANCING REQUIREMENT (CFR)
Is the total historical outstanding capital expenditure which has not yet been paid for from
either revenue or capital resources i.e. a measure of the underlying borrowing need.

CAPITAL PROGRAMME
Is documentation which summarises the outcome of priority allocations contained in the
capital strategy and details individual schemes for approval by Council / Cabinet.

CAPITAL PROGRAMME BOARD
The Capital Programme Board ensures:
e that the overall capital investment strategy is consistent with strategic objectives, is
affordable within the revenue budget strategy, examining potential funding options.
e that bids are submitted in accordance with set framework and guidelines (including
business cases, value for money and options appraisal) and prioritised in
accordance of agreed criteria
e compiles and manages a multi-year capital programme for consideration by CMT
and approval by Cabinet
e oversees the Council’'s Accommodation and disposals strategy.

CAPITAL PROJECTS / SCHEMES
Capital Projects / Schemes is the level at which Member approval is obtained.

CAPITAL RECEIPTS
Proceeds from the sale of fixed assets and repayments of capital grants and loans. These
are divided into reserved and usable parts.
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BUSINESS PLAN - GLOSSARY OF TERMS Continued...

CAPITAL MONITORING

The monthly comparison of actual spend against the anticipated spend (profiled budget)
and the revision of projected year end spend where necessary. Periodically budget
managers will be required to review their in year budget requirement and re-profile their
projected expenditure over subsequent financial years.

CAPITAL STRATEGY

A Capital Strategy is a core planning document designed to dovetail with the MTFS and
Treasury Strategy to ensure that limited capital resources are deployed in accordance with
corporate priorities / achieving our vision. The document will also detail how the proposed
capital programme will be funded.

CASH FLOW MANAGEMENT
Cash flow is the movement of money into or out of a business. Cash flow management
optimises activity and investment around these cash flows.

CHARTERED INSTITUTE OF PUBLIC FINANCE AND ACCOUNTANCY (CIPFA)
The Institute produces standards and codes of practice that must be followed in preparing
the Council’s financial statements.

CODE OF PRACTICE LOCAL AUTHORITY ACCOUNTING
These are designed to support consistent standards of financial accounting in local
authorities. There are two accounting codes :-

The Code of Practice on Local Authority Accounting in the United Kingdom. Its stated
objective is to specify the principles and practices of accounting required to give a “true
and fair” view of the financial position and transactions of a local authority. Its focus is
consistent financial reporting at the level of the formal statements of accounts for which
purpose it requires each local authority to provide four core statements, certain
supplementary statements and a range of specific disclosures.

The Service Reporting Code of Practice (SerCOP) supports consistent financial reporting
between local authorities below the level of the formal statement of accounts. In particular the
SerCOP is designed to support consistency and comparability in reporting the cost of
individual services and activities. The Code of Practice on Local Authority Accounting requires
that the analysis of services in the Consolidated Revenue Account, one of the four core
statements, should follow that prescribed by the SerCOP.

COLLECTION FUND

This is a statutory ‘ring fenced’ account. It records income and expenditure on Council
Tax, Non Domestic Rates, payments to the precepting authorities and transfer to the
Council’s General Fund.

COMMUNITY ORGANISATION
An organisation with benevolent or philanthropic purposes.

Page 300




BUSINESS PLAN - GLOSSARY OF TERMS Continued...

COMPACT

Compacts are partnership agreements between statutory bodies and the voluntary and
community sector to improve their relationships and provide a framework within which the
sectors can understand what to expect from each other. Compacts offer the means of
supporting the development of the voluntary and community sector’s capacity so that
groups can do more to meet both their aims and those of their statutory partners, thereby
enhancing their contribution to the local community. The national compact (between
central government and the voluntary and community sector) was launched in 1998 and it
is now a requirement for all local authorities and PCTs to develop a compact with the
voluntary and community sector. They are not legally binding documents but the Compact
is approved and signed policy and affects the conduct of all partners.

COMPREHENSIVE SPENDING REVIEW (CSR)

The CSR is a governmental process carried out by HM Treasury which sets out fixed
three-year departmental expenditure limits and, through public sector service
agreements, defines key service improvements.

CONTINGENCY
A contingency is the setting aside of a finite sum to offset the cost of a future event or
circumstance which may or may not occur.

CORPORATE AND DEMOCRATIC CORE

The corporate and democratic core comprises all activities which local authorities engage
in specifically because they are elected, multi-purpose authorities. It has two elements -
corporate management and democratic representation and management. The activities
within the corporate and democratic core are in addition to those which would be carried
out by a series of independent, single purpose bodies managing the same services.
There is, therefore, no logical basis for apportioning these costs to services.

CORPORATE GOVERNANCE
Corporate Governance is the system by which local authorities direct and control their
functions and communicate to their communities.

COUNCIL TAX

This is the main source of local taxation to local authorities. It is levied on households
within the authority’s area and the proceeds are paid into the Collection Fund for
distribution to precepting authorities and to the authority’s own General Fund.

COUNTRY LIMITS
The current economic climate has not only affected companies and financial institutions; it
has affected sovereigns as well. This will be incorporated into counterparty selection.

CREDIT APPROVAL

The permission to borrow given to each local authority annually by the Secretary of State.
Local authorities can obtain supplementary credit approvals during the year for particular
projects.

CREDITORS
The individual or organisation to whom the Authority owes money. Accordingly, it does
not include money on taxation to the Council.
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BUSINESS PLAN - GLOSSARY OF TERMS Continued...

COUNCIL’S BORROWING REQUIREMENT
Based on projected spend, this is the amount of money a local authority will need to
borrow to finance this projected spend.

COUNTERPARTIES
The organisation in respect of which the Authority borrows from or invests money with.

COUNTERPARTIES DOWNGRADES
A counterparty will be removed, suspended or kept on close watch from the council’s
approved list if it fails to meet the Council’s criteria.

CORPORATE BONDS
Is a bond that a corporation issues to raise money in order to expand its business.

COUPON
Is the interest rate stated on a bond at the time it is issued.

CREDITWORTHINESS

An assessment of the likelihood that a borrower will default on their debt obligations. It is
based upon factors, such as their history of repayment and their credit score. Lending
institutions also consider the availability of assets and extent of liabilities to determine the
probability of default.

DEBTORS
A debtor is an organisation or individual that owes the Authority money.

DEBT RESCHEDULING

Where certain debt may be redeemed and a further loan obtained. This may be
undertaken to provide an even spread of debt redemption date and terms, It may also be
used to optimise beneficial borrowing rates in the market while maintaining activity within
acceptable risk levels.

DEPRECIATION

Depreciation is a charge to the revenue account to reflect the reduction in the useful
economic life of a fixed asset. The reduction in the value of a fixed asset in the balance
sheets is in line with the expected useful life.

COUNTERPARTY DOWNGRADES
This is a reduction in the credit rating of an organisation during a periodic review.

EARMARKED CAPITAL RESOURCES / GRANTS
Money received by the Authority which has certain conditions / restrictions over its use
limiting the type of expenditure that it may be applied against.

FINANCIAL INSTRUMENT

A real or virtual document representing a legal agreement involving some sort of monetary
value. In today's financial marketplace, financial instruments can be classified generally as
equity based, representing ownership of the asset, or debt based, representing a loan
made by an investor to the owner of the asset.

FINANCIAL YEAR
The financial year runs from 1 April to the following 31 March.

FIXED ASSETS
Assets that yield benefits to the local authority and the services it provides for a period of
more than one year. These assets can be tangible or intangible.

FTSE 100
This is the index of the top 100 UK listed companies by market capitalisation.
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BUSINESS PLAN - GLOSSARY OF TERMS Continued...

GENERAL FUND

The main fund of the Council, from which all expenditure is met and all income is paid,
with the exception of those items, which by statute have to be taken to some other
account.

GOVERNMENT GRANTS

Financial assistance by government and other bodies, in the form of cash transfers to an
authority, issued in return for compliance with certain conditions relating to the activities of
the authority.

GROSS EXPENDITURE
The total expenditure of a fund or account.

GROUP LIMITS
This is a limit on the amount of money that may be invested with or borrowed from a
particular conglomerate.

HOUSING REVENUE ACCOUNT (HRA)

This is a statutory account that shows all income and expenditure relating to the provision,
management and maintenance of the Council’s housing stock. The government defines
the items of income and expenditure that must be included in the account. This account is
ring-fenced under the Local Government and Housing Act 1989.

INTERNATIONAL FINANCIAL REPORTING STANDARD (IFRS)

International Financial Reporting Standards are the standards that both the SORP and the
UK GAAP are converging towards and local authorities have had to fully comply with since
2010/11 financial year

INVESTMENT POLICY

The London Borough of Merton’s investment policy has regard to the CLG’s Guidance on
Local Government Investments and the 2011 revised CIPFA Treasury Management in
Public Services Code of Practice and Cross Sectoral Guidance Notes. The council’s
investment priorities will be security first, liquidity second, then return.

INVESTMENT STRATEGY
The investment of the Authority’s cash balances to optimise its strategic and operational
needs.

INVESTMENT TREASURY INDICATOR AND LIMIT

This is a prudential indicator for funds invested for more than 364 days, designed to
measure the need for early investment redemption against the Authority’s liquidity
requirement.

LENDERS OPTION BORROWERS OPTION (LOBO)

When borrowing or lending money, certain time related limits may be established when
the arrangement is made e.g. at a certain point in time the interest rate of a loan will
increase; at this point both parties have the opportunity to opt in / out of the arrangement.

LEVY
An amount levied by a local authority or other statutory body which is paid by the Council.

LIABILITIES
An entity’s obligations to transfer economic benefits as a result of past transactions or
events.

Page 303




BUSINESS PLAN - GLOSSARY OF TERMS Continued...

LOCALISM ACT 2011

It sets out a series of proposals with the potential to achieve a substantial and lasting shift
in power away from central government and towards local people. They include: new
freedoms and flexibilities for local government; new rights and powers for communities
and individuals; reform to make the planning system more democratic and more effective

MERTON 2015 BOARD
Merton 2015 Board oversees