
Committee:  Cabinet

Date: 17 February 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 chairman 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 Cabinet considers and agrees the response to the Overview and 
Scrutiny Commission and amends the Medium Term Financial Strategy 
(MTFS) accordingly as appropriate for Council in March 2014;

2. That the Cabinet resolves that, having considered all of the information in 
this report and noted the positive assurance statement given by the 
Director of Corporate Services based on the proposed strategy, the 
Council Tax in 2014/15, equating to a Band D Council Tax of £1,102.26 
be approved and recommended to Council for approval. This represents 
a Council Tax freeze.

3. That the Cabinet considers all of the latest information and the comments 
from the scrutiny process, and makes recommendations to Council as 
appropriate 

4. That Cabinet resolves that the Business Plan 2014-18 including  the 
General Fund Budget and Council Tax Strategy for 2014/15, and the 
Medium Term Financial Strategy (MTFS) for 2014-2018 as submitted, be
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approved and recommended to Council for approval subject to any 
proposed amendments agreed at this meeting;

5. That the Cabinet resolves that, having considered all of the latest 
information and the comments from the scrutiny process, the Capital 
Investment Programme (as detailed in Annex 1 to the Capital Strategy); 
the Treasury Management Strategy (Section 5), including the detailed 
recommendations in that Section, incorporating the Prudential Indicators 
and the Capital Strategy (Appendix 12) as submitted and reported upon 
be approved and recommended to Council for approval, subject to any 
proposed amendments agreed at this meeting;

6. That Cabinet notes that the GLA precept will not be agreed by the 
London Assembly until the 14 February, but the provisional figure has 
been incorporated into the draft MTFS

7. That Cabinet note that there may be minor amendments to figures in this 
report as a result of new information being received after the deadline for 
dispatch and that this will be amended for the report to Council in March

8. That Cabinet, in respect of the new business rates reliefs announced in 
the Autumn statement 2013, agree the Retail Property Discount Policy 
and the Retail Premises Re-Occupation Policy set out in Appendices
12(a) and 12(b)

1. Purpose of report and Executive Summary

1.1 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. 

1.2 The report sets out the draft Capital Programme 2014-2018. It details the 
work that has been undertaken to produce a programme that is aligned 
with business planning requirements and also integrated with the 
revenue budget. 

1.3 The Medium Term Financial Strategy (MTFS) is updated to reflect the 
Council’s anticipated financial outlook over the period 2014-2018.

1.4 The Cabinet is being invited to consider the various responses from 
scrutiny bodies to the draft budget proposals as set out in a separate 
report on the agenda for this meeting. The Overview and Scrutiny 
Commission and panels considered the budget savings proposals 
agreed by Cabinet on 9 December 2013 and the Overview and Scrutiny 
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Commission also considered the additional information provided in the 
report to Cabinet on 20 January 2014.

2. Introduction

2.1 At this Cabinet meeting, Members are presented with reports that 
provide a comprehensive presentation of all issues relevant to the 
formulation of the Council’s Business Plan for the period 2014-2018.

2.2 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.

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

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.

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

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

Section 4: The Capital Programme and the Capital Strategy;

Section 5: The Treasury Management Strategy

2.4 The Scrutiny Function

2.4.1 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:-
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Sustainable Communities Overview & Scrutiny Panel 9 January 2014

Children and Young People Overview & Scrutiny Panel 14 January 2014

Healthier Communities & Older People Overview & 
Scrutiny Panel

15 January 2014

Overview and Scrutiny Commission 30 January 2014

2.5 Feedback from Scrutiny Process
A summary of findings and recommendations from the Overview and 
Scrutiny Commission is provided in a comprehensive report on the 
scrutiny of the Business Plan 2014-18 as a separate report on the 
agenda for this meeting. Appendix 2 to this report provides a response to 
the Overview and Commission.

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

2.7 The meeting of the Council, to set the Council Tax and General Fund 
budget (revenue and capital) for 2014/15, and agree the Business Plan 
2014-18 including the MTFS, will be on 5 March 2014.

2.8 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. 

3. Business Planning

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

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

4. Financial, resource and property implications

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

5. Legal and statutory implications

5.1 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 
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commitments, ensure the proper discharge of its statutory duties and 
lead to a balanced budget.

5.2 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.

5.3 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 
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.

5.4 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.

6. Human Rights, Equalities and Community Cohesion Implications

6.1 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.

6.2 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.

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

6.4 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 meetings.
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7. Risk Management and Health and Safety Implications

7.1 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. 

7.2 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.

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

8. Consultation undertaken or proposed

8.1 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, and 20 January 2014.

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

8.3 In accordance with statute, consultation is taking place with business 
ratepayers and a meeting has been arranged for 14 February 2014.  A 
verbal update will be provided at the Cabinet meeting.

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

9. 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
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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 
Appendix 8: Reserves 
Appendix 9: Summary Analysis and reconciliation of Savings
Appendix 10: Budget summaries
Appendix 10a: Standard Subjective Analysis
Appendix 11: Risk Analysis for the General Fund
Appendix 12(a): Merton Council Draft Retail Property Discount Policy
Appendix 12(b): Merton Council Draft Retail Premises Re-Occupation Discount 

Policy
Appendix 13 Equality Impact assessments

SECTION 3: Schools budget
No appendices

SECTION 4: Capital budget
Appendix 14: Draft Capital Strategy 2014-18

(includes Annexes 1-5)

SECTION 5: Treasury Management Strategy (TO FOLLOW)
Appendix 15: including Prudential Indicators

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
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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

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. 

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.

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.
ii) 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:

Children’s Trust

Health & Wellbeing Board

Safer & Stronger Communities 

Sustainable Communities & Transport
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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 five political 
groups. The current political composition of the Council (as at February 2014) is:

o Labour: 28 Councillors
o Conservative: 24 Councillors
o Liberal Democrat: two Councillors

o Merton Park Ward Independent Residents: three Councillors

o United Kingdom Independent Party: three Councillors

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 £151m in 2012/13 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 199,7001 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.

1
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 boroughs2. 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:

2
2010 Index of Multiple Deprivation,
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The average annual salary in the west is £40,000, compared to £28,000 in the east.

The east of the borough has much higher levels of serious illness and early deaths from
illnesses such cancer and heart disease.

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.

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.

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.

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.

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

Contained in Section 4 of the Cabinet Report
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A) TREASURY MANAGEMENT POLICY STATEMENT

Contained in Section 5 of the Cabinet Report
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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 cash collection 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 
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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.

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 

 Cash in Transit 
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Strategic Focus

Area of Strategic Focus 
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1. Improving Leadership & Governance.

Build on existing governance processes - embed the 
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 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. 

2. 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.

3. 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.

4. 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.

5. 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.

6. 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.
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3. IT strategy – components

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

IT governance Corporate systems

Infrastructure

Departmental or functional systems
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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.
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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 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:

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

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

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.

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

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;
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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

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.  

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.  It is 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

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

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
Occurs or likely to occur more than 50%, and up to 90% of the 
time

4 - Significant
Occurs or likely to occur more than 25%, and up to 50% of the 
time

3 - Possible Occurs or likely to occur more than 5% and up to 25% of the time

2 - Low Occurs 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
1

Marginal
2

Significant
3

Critical
4

Catastrophic

Financial 
Impact - FI

Up to 15% gross 
budget or turnover

Over 15% and up 
to 50% of gross 

budget or turnover

Over 50% and up 
to 75% of gross 

budget or turnover

Over 75% of 
gross budget or 

tunrover

Service 
Provision -

SP
Reduced service

Significant 
reduction

Service 
suspended short 

term

Service 
suspended long 
term / statutory 

duties not 
delivered

Health and 
Safety -

HS

Broken bones / 
illness

Major illness / 
threat not life 
threatening

Loss of life / major 
illness

Major loss of life 
/ large scale 

illness 
(pandemic)

Objectives 
- O

Objectives of one 
service area not 

met 

Departmental 
objectives not met

Corporate 
objectives not met

Statutory 
objectives not 

met 

Reputation 
- R

Adverse local 
media lead story 

short term

Adverse local 
media story long 

term. 
Adverse national 

publicity short 
term.

Adverse national
publicity longer 

term

Remembered for 
years
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Risk Matrix

6 6 12 18 24

6 = Very High 5 5 10 15 20 4 = Catastrophic

5 = High 4 4 8 12 16 3 = Critical

4 = Significant 3 3 6 9 12 2 = Significant

3 = Possible 2 2 4 6 8 1 = Marginal

2 = Low 1 1 2 3 4

1 = Almost Impossible 1 2 3 4

L
ik

e
li

h
o

o
d

Impact

Likelihood Impact

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
1

Marginal
2

Significant
3

Critical
4

Catastrophic

Financial 
Impact - FI

Up to £2.5m per 
annum or up to
£10m one off

£2.5m up to £5m  
per annum or up to

£20m one off

£5m up to 
£7.5m per 

annum or up to
£30m one off

£7.5m up to £10m 
per annum or

above
£30m one off

Service 
Provision -

SP
Reduced service Significant reduction

Service 
suspended 
short term

Service suspended 
long term / 

statutory duties not 
delivered

Health and 
Safety -

HS

Broken bones / 
illness

Major illness / threat 
not life threatening

Loss of life / 
major illness

Major loss of life / 
large scale illness 

(pandemic)

Objectives 
- O

Objectives of one 
service area not 

met 

Departmental 
objectives not met

Corporate 
objectives not 

met

Statutory objectives 
not met 

Reputation 
- R

Adverse local 
media lead story 

short term

Adverse local media 
story long term. 
Adverse national 

publicity short term.

Adverse 
national 

publicity longer 
term

Remembered for 
years
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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.

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. 

1st week 2nd week 4th week

DMT – review operational 
service risks and propose 
KSRs as per the definitions of 
likelihood and impact for 
crosscutting risks 

Corporate Risk 
Management Group 
(CRMG) – review service 
risks and proposed KSRs

CMT – identify and 
review KSRs

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.  
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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 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.

Page 38



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.

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.
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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.     
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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?

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

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

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

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

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;

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

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. 
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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 
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 
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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.

 

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. 
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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

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.
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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:

Individuals
All staff have a responsibility to deliver the tasks / actions that 
have been agreed in their appraisal and understand how their 
work contributes to the team, departmental and council goals.

Managers

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 
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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 
priorities, tell staff about developments within the department and 
the council and to cascade information about performance to 
staff. 

Heads of 
service

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.

Departmental 
Management 

Teams (DMT’s)

DMT’s monitor their department’s performance information and 
are responsible for taking action to deal with under-performance. 
DMT’s make sure that every manager in the department knows 
and understands the planning cycle and performance 
management framework

Directors

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 
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)

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 
council and develop the organisation’s strategic approach and 
service delivery. CMT reviews performance monthly and it can 
ask DMT’s to review areas of concern and agree management 
action to address under-performance. 

Cabinet and 
Elected 

Members

Ultimately, councillors are responsible for setting the direction of 
the Council and developing priorities by developing policy, 
setting strategic targets, monitoring progress, and agreeing the 
framework for continuous improvement.

Full Council

Members receive regular reports on progress against the 
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

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 
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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. 

 

 

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.

Corporate Indicator set 2013-14
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). (Below are 2013/14 
Corporate Indicator Set these will be updated with 2014/15 Indicators once agreed)

PI code and description Dept. 12/13 target
13/14 
target

Frequency Polarity

CRP 18 - % council tax collected CS 97.45 97 Monthly High

CRP 36 (SP 155) - % of business 
rates collected

CS 97 97 Monthly High

CRP 13 - % of positive and 
neutral coverage tone

CS 91 91.5 Monthly High

CRP 37 - % of complaints 
progressed to level 2 (quarterly in 
arrears)

CS 16 10 Quarterly Low

CRP 14 - % of ombudsman 
complaints answered in 28 days

CS 85 90 Monthly High

CRP 04 - Average numbers of 
working days lost to sickness

CS 8 7 Monthly Low

CRP 16 - The level of CO2 
emissions from the councils main 
operational buildings (tonnes)

CS 1950 1875 Monthly Low

CRP 41 (SP 192) - % of Freedom 
Of Information requests dealt with 
in time (monthly in arrears)

CS 90 90 Monthly High
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PI code and description Dept. 12/13 target
13/14 
target

Frequency Polarity

CRP 42 (LCS 95) Freedom of 
Information (FOI) requests 
answered in full (including 
information already published or 
not held) 

CS 80 80 Monthly Low

CRP 43 (SP 301) – % Successful 
website visits

CS 82.50 81.50 Monthly High

CRP 74 – Number of staff 
working from Civic Centre

CS New 1,275 Quarterly High

CRP 44 – Income from off / on 
street parking

E&R £10,617m £11,322m Monthly High

CRP 74 – Number of staff 
working in the Civic Centre

CS 1,250 1,275 Monthly High

CRP 45 (SP 118) – Income from 
development and building control

E&R £1,971m £1,971m Monthly High

CRP 46 (SP 23) Amount of 
capital receipts to support the 
financial strategy (excluding 
Merton Priory Homes)

E&R £5m £5m Quarterly High

CRP 47 (SP 68) – Number of 
refuse collections including 
recycling and kitchen waste 
missed per 100,000

E&R 70 60 Monthly Low

CRP 48 - % sites surveyed on 
street inspections for litter that are 
below standard

E&R 9 8.5 Monthly Low

CRP 49 (SP 59) – Number of fly 
tips in streets and parks

E&R 3,500 3,300 Monthly Low

CRP 50 - Volume of planning 
applications E&R NA 1,850 Monthly High
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PI code and description Dept. 12/13 target
13/14 
target

Frequency Polarity

CRP 51 (SP 114) - % of major 
planning applications processed 
within 13 weeks

E&R 60 60 Monthly High

CRP 52 (SP 115) - % of minor 
planning applications processed 
within 8 weeks

E&R 65 65 Monthly High

CRP 53 (SP 116) - % of other 
planning applications processed 
with 8 weeks

E&R 80 80 Monthly High

CRP 54 (SP 39) - No. of adults 
inc carers, in receipt of Direct 
Payments or Personal Budgets as 
a % of all customers & carers 
receiving community based 
services.

C&H 42 45 Monthly High

CRP 55 (SP 275) – Weekly rate 
of delayed transfers of care from 
hospital - (both Merton & NHS 
responsible) (Measured monthly 
in arrears)

C&H 7 6.5 Monthly Low

CRP 56 (SP 54) – % Carers 
receiving a service of information 
and advice

C&H 28 28.5 Monthly High

CRP 57 (SP 274)
No. of adults receiving community 
based Services e.g. Personal 
Care, to help them continue to 
live in their own homes, as a % of 
all customers receiving services

C&H 80 82 Monthly High

CRP 58 (SP 273) – Number of 
adults on the Occupational 
Therapy waiting list as a snapshot 
at the end of the month

C&H 85 80 Monthly Low

CRP 59 (SP 08) – No. of people 
accessing the library service by 
borrowing an item or using a 
peoples network terminal at least 
once in the previous 12 months

C&H 54,000 54,000 Monthly High
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PI code and Description Dept.
2012/13 
target

2013/14 
target

Frequency Polarity

CRP 60 (SP 09) - Number of 
visitors accessing the library 
service on line

C&H 95,000 110,000 Monthly High

CRP 61 (SP 36) – The number of 
households in temporary 
accommodation provided under 
the homeless legislation

C&H 87 100 Monthly Low

CRP 62 (SP 35) – The number of
homelessness cases prevented

C&H 525 550 Monthly High

CRP 63 (SP 242) – CRP 63/SP 
242 - Number of learners funded 
by LSC on non-accredited 
courses (Academic) TBC

C&H 3,827 3,000 Monthly High

CRP 64 (SP 75) – % Children and 
young people on child protection
plan for second or subsequent 
time

CSF 10 10 Monthly Low

CRP 65 (SP 95) - Number of 
Special guardianship orders and 
adoptions finalised during the 
year ending 31 March.

CSF 12 12 Monthly High

CRP 66 (SP 290) - % Looked 
after children in foster care placed 
with external agency carers

CSF 40 38 Monthly High

CRP 67 (SP 293) – Average 
number of months to recruit in 
house foster carers from 
application to panel 
recommendation

CSF 6 6 Monthly Low

CRP 68 (SP 84) - % of Good or 
Outstanding Ofsted inspections
rated as good in children’s 
centres.

CSF 100 100 Monthly High

CRP 69 (SP 87) – % Outcome of 
schools Ofsted inspections rated 
as good or outstanding

CSF 75 77 Monthly High
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PI code and Description Dept.
2012/13 
target

2013/14 
target

Frequency Polarity

CRP 70 (SP 100) - % of final 
statements issued within 26 
weeks (with exceptions) 

CSF 95 95 Monthly High

CRP 71 (SP 91) – No. of first time 
entrants to the Youth Justice 
System aged 10-17 years.

CSF 125 96 Monthly Low

CRP 72 (MP 15 / SP 319) – %
16-19 year olds Not in Education, 
Employment or Training 
(NEET)(monthly in arrears)

CSF 5.5 8.3 Monthly Low

CRP 73 (SP 109) - % vacancies 
in reception year of primary 
school

CSF 1.50 4 Monthly Low

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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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

Final Service Plans were considered and agreed by Council on 5 March 2014.

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 
People

Healthier 
Communities & Older 
People

Overview & Scrutiny Sustainable Communities

Children’s Social Care Adult Social Care Business Improvement Commercial Services (Waste)

Commissioning, Strategy 
& Performance

Public Health
Corporate Governance Development & Building 

Control

Education Customer Services Environmental Health

Human Resources Future Merton

Infrastructure & 
Transactions

Housing Needs & Enabling

Resources
Leisure & Culture 
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 
Families

Community and 
Housing

Corporate Services Environment and 
Regeneration

Children’s Social Care Adult Social Care Business Improvement Commercial Services (Waste)

Commissioning, Strategy 
& Performance

Housing Needs & 
Enabling

Corporate Governance Development & Building 
Control

Education Libraries Customer Services Environmental Health

Merton Adult 
Education

Human Resources
Future Merton

Public Health
Infrastructure & 
Transactions

Leisure & Culture 
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 and overview of the approach taken to completing the 
information requirements on the service plans:
Page 1
i) Service description – Managers are asked to provide a succinct description of the key 

activities undertaken by the service.
ii) Anticipated demand - What their key demand channels are and how best to measure 

them.
iii) Anticipated supply - 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. 

iv) 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.

vi) 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)
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Outcome - The success of the service in fulfilling its service description

o e.g. the % of waste recycled

Output – The quantity of work or services produced. 

o e.g. the number of  Housing Benefit applications processed

Perception - resident or user satisfaction with the service or part of the service

o e.g. resident satisfaction with street cleanliness

Quality - the quality of the service delivery

o e.g. % of missed refuse collections

Unit cost - Cost required to provide or produce a unit of a service or product

o e.g. cost per household per refuse collection

Page 2
vii) Major 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:

o Improved customer satisfaction

o Improved reputation

o Improved resident wellbeing

o Income generation

o Income loss

o More efficient way of working

o To meet budget savings

o To meet legislative requirements

Equalities – the following three choices are available to managers:

o No impact

o Equality analysis undertaken

o Equality analysis to be undertaken

Impact on other services – from drop down menus managers may choose a 
negative, neutral or positive impact on up to three service areas. Alternatively they 
may choose to indicate a negative, neutral, no or positive impact across the 
authority.
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Sustainability – the following seven choices are available to managers: 

o Community outreach

o Districts networks

o Impact on building emissions

o Impact on flood plains/drainage systems

o Impact on green sector jobs/skills

o Impact on transport emissions

o Impact on water use

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

The following pages display service plans for 2014-18 in departmental order.

Page 57



Children, Schools 
and Families 
Department
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REVENUE SAVINGS 2013-17

Contained in Appendix 9 of the Cabinet Report
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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:

that the overall capital investment strategy is consistent with strategic objectives, is 
affordable within the revenue budget strategy, examining potential funding options.

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

compiles and manages a multi-year capital programme for consideration by CMT 
and approval by Cabinet

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 supports consistent financial reporting 
at the level of the formal statements of accounts.
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 IFRS based Code of Practice requires that the 
analysis of services in the Consolidated Revenue Account 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.

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.
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BUSINESS PLAN - GLOSSARY OF TERMS Continued…

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. 

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.
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BUSINESS PLAN - GLOSSARY OF TERMS Continued…

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 REOURCES / 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.

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. 
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BUSINESS PLAN - GLOSSARY OF TERMS Continued…

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.

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 the management and monitoring of the Merton 2015 
programme and the promotion of best practices within the Council. Its work falls into four 
main areas:

manage and monitor the Merton 2015 programme including giving the go ahead for 
new projects and project closure;  

steer the implementation and future development of the Merton 2015 programme; 

lead on developing and maintaining cross-cutting initiatives; and 

manage, co-ordinate and monitor business improvement activity across the council.
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BUSINESS PLAN - GLOSSARY OF TERMS Continued…

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.

NON-DOMESTIC RATE (NDR)
A levy on businesses based on national ‘rateable value’ of the premises occupied. NDR is 
collected by the Council in line with national criteria, paid into a national pool and then 
redistributed to all local and police authorities on the basis of population.

NON-SPECIFIED INVESTMENTS
A body which has been provided with a government issued guarantee for wholesale 
deposits within specific timeframes.

OPERATIONAL BOUNDARY
The operational boundary is a prudential indicator for monitoring the total external debt, 
gross of investments, and separately identifying borrowing from other long term liabilities. 

PENSION FUND
The Local Government Pension Scheme (LGPS) is a scheme established by statute to 
provide death and retirement benefits for all eligible employees. The scheme’s benefits 
are defined in the LGPS Regulations, and are geared to a scheme member’s final salary 
and length of service (this current scheme is currently under review).
The scheme is financed by a combination of employee and employer contributions, 
together with income from a fund of investments. The employee contribution rate is set at 
6% of pensionable pay, whilst the employer’s rate varies according to an assessment of 
the funds current and forecast pension/benefit costs, (the fund’s liabilities), relative to its 
income. This assessment is undertaken, in accordance with LGPS Regulations, every 
three years by the Fund’s appointed actuary, who sets the necessary level of employer 
contribution into the fund so that the fund’s liabilities can be paid. 

PERFORMANCE MANAGEMENT FRAMEWORK
Performance management is about how an organisation consistently plans and manages 
to ensure continuous improvement. Sustainable improvements in services are unlikely to 
happen without it. A performance framework is designed to help individuals, teams, 
divisions etc. understand :

what the organisation is trying to achieve (golden thread), 

the planning, monitoring and review cycle

their responsibilities.

PRECEPTS
An amount collected by the Council as part of the Council Tax on behalf of another 
statutory body.

PRIVATE FINANCE INITIATIVE (PFI)
PFI contracts are agreements with private sector organisations to refurbish, maintain and 
operate fixed assets on behalf of public sector organisations such as local authorities. 

PROCUREMENT BOARD
The Procurement Board provides a corporate focus for procurement issues and oversees 
the procurement development in Merton. The Board also provides both strategic direction 
for, and effective governance of, the procurement arrangements across the Authority, 
ensuring they are effective, efficient and utilised. 
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BUSINESS PLAN - GLOSSARY OF TERMS Continued…

PROFILE
Refers to budget management, where an allocated annual budget is split over the months 
in which it is estimated that expenditure will be incurred. For example, utility bills may well 
be spilt into four and entered into the months in which quarterly payments are due.

PROVISIONS
Amounts set aside for any liabilities or losses which are likely to be incurred, but which are 
uncertain as to the amounts or the dates on which they will arise.

PRUDENTIAL CODE OF BORROWING
The Local Government Finance Act (NI) 2011 requires the Council to adopt the CIPFA 
Prudential Code for Capital Finance in Local Authorities. In doing so, the Council is 
required to set and monitor a series of Prudential Indicators, the key objectives of which 
are to ensure that, within a clear framework, the capital investment plans of the council are 
affordable, prudent and sustainable.

RESCHEDULING OF DEBT
The switching of debt between the short term and the longer term and vice versa to obtain 
favourable borrowing rates.

RESERVES
These are amounts set aside for specific purposes. The Council has discretion in whether 
it wishes to set aside these amounts as distinct from sums set aside in provisions. 

REVENUE EXPENDITURE
Expenditure incurred on day to day running costs and confined to accounts within one 
financial year.

REVENUE MONITORING
The monthly comparison of actual expenditure and income spend against the anticipated 
spend (profiled budget). A budget manager will then allow for known income/expenditure 
to project the year end position

RISK MANAGEMENT
A risk is a threat, obstacle, barrier, etc. that will stop the Authority from achieving its 
ambitions, aims and objectives. Risk management is the process of managing the risks 
that may prevent delivery of desired outcomes so that the organisation can anticipate and 
respond positively to change. Merton’s approach to risk management is to raise 
awareness, integrate it into day to day operations and establish a robust framework and 
procedures to identify, analyse, assess and manage risk.

SECTION 151 OFFICER
Section 151 of the Local Government Act 1972 requires every local authority to make 
arrangements for the proper administration of their financial affairs and requires one 
officer to be nominated to take responsibility for the administration of those affairs. The 
Section 151 officer is usually the local authority’s treasurer and must be a qualified 
accountant belonging to one of the recognised chartered accountancy bodies. The 
Section 151 officer has a number of statutory duties, including the duty to report any 
unlawful financial activity involving the authority (past, present or proposed) or failure to 
set or keep to a balanced budget. 

SECURITISATION
‘Securitisation’ as used in this context means the disposal of future revenues. For 

example, someone receiving rents from properties might transfer the entitlement to that 
income to a bank for (e.g.) 20 years, in exchange for an immediate lump-sum payment. 
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SPECIFIED INVESTMENTS
These are to be sterling investments of a maturity period of not more than 364 days, or 
those which could be for a longer period but where the Council has the right to be repaid 
within 364 days if it wishes. These are low risk assets where the possibility of loss of 
principal or investment income is considered negligible.

SUPER OUTPUT AREA
A Super Output Area (SOA) is a geographical area designed for the collection and 
publication of small area statistics. It is used on the Neighbourhood Statistics site, and has 
a wider application throughout national statistics. SOAs give an improved basis for 
comparison throughout the country because the units are more similar in size of 
population than, for example, electoral wards

SUPPORT SERVICES
These are services that are not statutory local authority services but which give support to 
those services.

SUPPORTED CAPITAL EXPENDITURE
This is the term for central government support for local authority capital expenditure with 
effect from 1 April 2004. Under the new system, central government provides allocations 
to replace the previous system of credit approvals. The allocations enable services to 
borrow to finance capital schemes. The services also receive revenue funding through the 
revenue support grant to pay for the borrowing. 

TAX INCREMENTAL FINANCING
The Local Government Finance Bill was passed in December 2011 and introduces a rate 
retention scheme enabling local authorities to retain a proportion of the business rates 
generated in their area. The Bill also includes a framework for the localisation of support 
for council tax in England, which alongside other council tax measures will give councils 
increased financial autonomy and a greater stake in the economic future of their local 
area, while providing continuation of council tax support for the most vulnerable in society. 
In determining the affordability of borrowing for capital purposes, authorities currently take 
account of their current income streams and forecast future income.

TREASURY MANAGEMENT
The management of the local authority’s 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.

TREASURY MANAGEMENT PRACTICES / TREASURY MANAGEMENT CODE OF 
PRACTICE
The Local Government Finance Act (NI) 2011 requires the Council to adopt the CIPFA 
Prudential Code for Capital Finance in Local Authorities. In doing so, the Council is 
required to set and monitor a series of Prudential Indicators, the key objectives of which 
are to ensure that, within a clear framework, the capital investment plans of the council are 
affordable, prudent and sustainable.

USEFUL LIFE
This is the period over which the local authority derives benefit from the use of a fixed 
asset.
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BUSINESS PLAN - GLOSSARY OF TECHNICAL TERMS ARRISING FROM BUSINESS 
RATE RETENTION SCHEME 

Aggregate start-up funding assessment 
This is the total amount of funding that has been allocated to the local
government sector in 2013-14. It is the adjusted local government spending
control total for 2013-14. 

Baseline funding level 
The amount of a local authority’s start up funding assessment which is
provided through the local share of the estimated business rates aggregate at
the outset of the scheme. It will form the baseline against which tariffs and
top-ups will be calculated.

Billing authority 
A local authority which bills and collects business rates, for example a district
council or unitary council.

Billing authority business rates baseline 
Determined by dividing the local share of the estimated business rates
aggregate between billing authorities on the basis of their proportionate
shares.

Central share 
The percentage share of locally collected business rates that will be paid to
central government by billing authorities. This will be set at 50 per cent. The
central share will be re-distributed to local government through grants
including the Revenue Support Grant.

Efficiency Support Grant 
A grant awarded to local authorities who, in 2013-14 and 2014-15, would
otherwise see a reduction of more than 8.8 per cent of their revenue spending
power.

Estimated Business Rates Aggregate 
The total business rates forecast to be collected by all billing authorities in
England. This will include two adjustments, one to address volatility in outturn
compared to forecast and the other to cover future appeals losses. 

Floor damping 
A method by which stability in funding is maintained through limiting the effect
of reductions in grant.  A floor guarantees a lower limit to year–on–year
reductions in grant for each authority.  The grant changes of authorities whose
grants are above the floor are scaled back by a fixed proportion to help pay
for the floor.

Formula funding 
This refers to the element of the aggregate start-up funding assessment that
used to be funded through formula grant and which is distributed according to
a mathematical formula to individual local authorities.
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BUSINESS PLAN - GLOSSARY OF TECHNICAL TERMS ARRISING FROM BUSINESS 
RATE RETENTION SCHEME Continued …

Individual authority business rates baseline 
Derived by apportioning the billing authority business rates baseline between
billing and major precepting authorities on the basis of major precepting
authority shares.

Individual authority start-up funding assessment 
Referred to as start-up funding allocation in the technical consultation paper.
A local authority’s share of the local government spending control total which
will comprise its Revenue Support Grant for the year in question and its 
baseline funding level.

Levy 
A mechanism to limit disproportionate benefit from increase in business rates.
The levy is applied proportionally on a 1:1 basis. Thus a 1 per cent increase in
business rates income produces a corresponding 1 per cent increase in
revenue from the rates retention scheme.  There is a limit on the maximum
levy rate of 50p in the pound.  Levy payments will be used to fund the safety
net.

Local government spending control total 
The total amount of expenditure in the Department for Communities and Local
Government’s Local Government Departmental Expenditure Limit allocated to
the local government sector by HM Treasury for each year of a Spending
Review. For 2013-14, this is equal to the start-up funding assessment.

Local share 
The percentage share of locally collected business rates that will be retained
by local government. This will be set at 50 per cent. At the outset, the local
share of the estimated business rates aggregate will be divided between
billing authorities on the basis of their proportionate shares.

Major precepting authority 
A local authority that does not collect business rates but is part of the 
business rates retention scheme. They are county councils in two tier areas,
single purpose fire and rescue authorities and the Greater London Authority.

Major precepting authority shares 
Used to establish the proportion of the local share that is paid by a billing
authority to its major precepting authorities. Also applied to billing authority
business rates baselines to establish individual authority business rates
baselines for both billing and major precepting authorities.

Multiplier 
The business rates multiplier when multiplied by the rateable value of a
property determines a ratepayer’s business rate bill. There are two multipliers
– one for small businesses and one for larger businesses. These are set
nationally. The small business multiplier is uprated annually by the retail
prices index (although exceptionally a lesser increase may be imposed) and
the other multiplier adjusted accordingly. There will be no change to the way
in which multipliers are set as a result of the introduction of the business rates
retention scheme.
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BUSINESS PLAN - GLOSSARY OF TECHNICAL TERMS ARRISING FROM BUSINESS 
RATE RETENTION SCHEME Continued …

New Burdens 
The Government uses the New Burdens Assessment to keep pressure on 
council tax bills to a minimum. It requires all government departments to
justify why new duties, powers, targets and other bureaucratic burdens should
be placed on local authorities, as well as how much these policies and
initiatives will cost and where the money will come from to pay for them.

National Non-Domestic Rates 1 Form (NNDR1) 
The form submitted by 31 January by a billing authority to its major precepting
authority and central government to provide an estimate of its business rate
income for the upcoming financial year.

Proportionate Share 
This is the percentage of the national business rates yield which a billing
authority has collected - on the basis of the average rates collected by
authorities over the two years 2010-11 and 2011-12. This percentage will be
applied to the local share of the estimated business rates aggregate to
determine the billing authority business rates baseline.

Rate reliefs 
The rating system currently provides mandatory relief to charities and other
categories of ratepayer (e.g. certain rural ratepayers) and permits authorities
to grant discretionary relief to other rate payers. There will be no changes to
the terms of existing mandatory and discretionary reliefs for businesses as a
result of the introduction of the business rates retention scheme.

Relative Needs Formulae  
These are the first stage in the calculation the Government uses to distribute
formula funding.  

Reset 
New baseline funding levels, new individual authority business rates baselines
(and therefore new tariffs or top-ups) are set for each authority to take
account of changes in relative need and resource.

Reset period 
The years between resets in which local authorities are able to retain (after
taking into account the levy and payments owing to relevant shares) the
growth in business rates income. It is the Government’s intention that the
initial reset period will run from 2013 to 2020, and thereafter for ten years.

Revenue Support Grant 
All authorities will receive Revenue Support Grant from central government in
addition to its baseline funding level. An authority’s Revenue Support Grant
amount plus its baseline funding level will together comprise its start- up
funding assessment.

Ring-fenced grant 
A grant paid to local authorities which has conditions attached to it, which 
restrict the purposes for which it may be spent.
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BUSINESS PLAN - GLOSSARY OF TECHNICAL TERMS ARRISING FROM BUSINESS 
RATE RETENTION SCHEME Continued …

Safety net 
Mechanism to protect any authority which sees its business rates income
drop, in any year, by more than 7.5 per cent below their baseline funding
level. The baseline funding levels are uprated each year by the September
Retail Prices Index for the purposes of assessing eligibility for the safety net.

Safety net payment 
A payment made by central government to local authorities who are eligible
for safety net support. These are payable after the end of the financial year

Safety net payment on account 
A safety net payment made to a local authority on the basis of forecast non
domestic rating income. This means it will be made in year – in advance of
the calculation of actual safety net payments - which will be calculated on the
basis of audited accounts data following the end of that financial year. Any
difference between the two amounts will be reconciled and corrected.

Safety net threshold 
This is 92.5 per cent of a local authority’s baseline funding level. 

Service tiers 
There are three service tiers corresponding to the services supplied by the
three types of authorities. These are upper-tier services – those services, 
other than fire, supplied by county councils in two-tier areas; fire and rescue 
services; and lower-tier services – those services supplied by district councils
in two-tier areas. Some authorities may provide more than one tier of service.

Spending Power 
The definition of revenue spending power is spending power from council tax,
Government revenue grants and National Health Service Funding for social
care. The calculation of each local authority’s spending power is used to
calculate eligibility for Efficiency Support Grant.

Tariffs and top-ups
Calculated by comparing an individual authority business rates baseline
against its baseline funding level. Tariffs and top-ups will be self-funding, fixed
at the start of the scheme and index linked to the Retail Prices Index in future
years.

Tariff authority 
An authority with a higher individual authority business rates baseline than its
baseline funding level, and which therefore pays a tariff.

Tariff payment 
The payment made from tariff authorities to central government over the 
course of the financial year. 

Top-up authority 
An authority with a lower individual authority business rates baseline than its
baseline funding level, and which therefore receives a top-up.
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BUSINESS PLAN - GLOSSARY OF TECHNICAL TERMS ARRISING FROM BUSINESS 
RATE RETENTION SCHEME Continued …

Top-up payment 
The payment made from central government to top-up authorities over the
course of the financial year.

Transitional protection payment 
An adjustment to ensure that authorities do not experience gains or losses in
rates income as a consequence of the transitional arrangements

BUSINESS PLAN – LIST OF ACRONYMS

Acronym Definition 
AD Assistant Director
ADASS Association of Directors of Adult Social Services 
Apps Applications
ASB Anti Social Behaviour 
ASC Adult Social Care
ASH Our miscellaneous income, invoicing and recovery system 
BC Building Control
BESD Behavioural Emotional and Social Difficulties
BME Black Minority Ethnic
C & YP Children and Young People
CAF Common Assessment framework
CAMHS Child and Adolescent Mental Health Services
CC Children’s Centre 
CC Children’s Centre 
CCTV Close Circuit Television
CEN Creative Environmental Networks 
CEO Civil Enforcement Officer 
CFR Capital Financing Requirement
CIPFA Chartered Institute Public Finance and Accountancy
CMT Corporate Management Team 
CNEA Clean Neighbourhood and Environment Act 
COM Current Operating Model
CPD Centre for Professional Development
CPD Continuing Professional Development 
CPZ Controlled Parking Zone
CRB Criminal Records Bureau 
CRM Customer Relationship Management 
CSC Children’s Social Care
CSF Children Schools & Families
CYP Children and Young People
CYPP Children and Young peoples Plan
DC Development Control
DEFRA Department for Environment Food and Rural Affairs 
DFG Disabled Facilities grant
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Acronym Definition 
DMT Departmental Management Team
DSG Dedicated Schools Grant
E&R Environment and Regeneration
EA Equality Analysis 
EAL English as an Additional Language
EH Environmental Health
EIA Equalities Impact Assessment
EIG Early Intervention Grant
ERTG Enforcement Review Task Group
ESOL English for Speakers of Other Languages
EU European Union
EY Early Years 
FACS Fair Access to Care Services

FM Facilities Management
FOI Freedom Of Information 
FPN Fixed Penalty Notice
FTE Full Time Equivalent
GLA Greater London Authority
HB Housing Benefits
HC&OP Healthier Communities and older People 
HCA Homes and Community Agency 
HNES Housing Needs and Enabling Services
HRRC Household Reuse and Recycling Centre
ICT Information and Communications Technology
IFRS International Financial Reporting Standard
IP Intellectual Property 
IT Information Technology
iTrent Our new payroll system
JD Job Description
K £ Thousand
L & D Learning and Development 
LA Local Authority
LAC Looked After Children 
LALO Local Authority Liaison Officer
LATS Landfill Allowances and Trading Scheme
LB London Borough
LBM London Borough of Merton
LCGS London Councils Grant Scheme 
LDD Learning Development and Diversity 
LGA Local Government Association
LLC Local Land Charges  
LSC Learning Skills Council
LSCB Local Safeguarding Children’s Board 
LSP Local Strategic Partnership
LOBO Lenders Option Borrowers Option
MAE Merton Adult Education 
MARAC/DV Multi Agency Risk Assessment Case Conference / Domestic Violence  
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Acronym Definition 
MCIL Merton Centre for Independent Living 
MIS Management Information System
MP Member of Parliament
MRP Minimum Revenue Provision
MSLT1&2 Merton’s Senior Leadership Team Levels 1 and 2 
MTFS Medium Term Financial Strategy
MVSC Merton Voluntary Service Council
NEET Not in Education Employment or Training
NNDR National Non Domestic Rate
O&S Overview and Scrutiny
OJEU Official Journal of the European Union
OT Occupational Therapy 
PATAS Parking And Traffic Appeals Service 
PC Police Constable
PCN Penalty Charge Notice
PCT Primary Care Trust 
PFI Private Finance Initiative
PM&R Pavement Maintenance and Repair
PM&R Pavement Maintenance and Repair 
PPD Public Protection and Development 
PPP Policy Planning and Performance
PRS Private Rented Sector 
PVI Private Voluntary and Independent
QA Quality Assurance
SC Sustainable Communities
SEN Special Educational Needs
SEND Special Educational Needs and Disabilities
SFA Skills Funding Agency
SLA Service Level Agreement
SLA Service Level Agreements
SLWP South West London Partnership 
SME Subject Matter Expert
SMT
SOAs

Senior Management team 
Super Output Areas

SSQ School Standards and Quality
SW South West
SWLSG South West London and St George's Mental Health NHS Trust
TBC To Be Confirmed
TEC Transport and Environment Committee
TFL Transport For London
TOM Target Operating Model
TUPE The Transfer of Undertaking (Protection of Employment) Regulations
VAT Value Added Tax
VLE Virtual Learning Environment 
VS Voluntary Sector
YOT Youth Offending Team 
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SECTION 2: GENERAL FUND REVENUE BUDGET AND COUNCIL TAX 
STRATEGY

1. Background to Financial Planning

1.1 The approach to Medium Term Financial Planning provides a great 
deal of flexibility in decision making and enables the impact of 
alternative options to be modeled. This has assisted with progress 
towards a balanced budget over the four year plan. 

1.2 The MTFS has been re-priced and rolled forward a year so that each 
year from 2014/15 to 2017/18 starts from the approved budget 
2013/14 and is built up showing the cumulative effect of variations 
over the period.  The initial re-priced MTFS was reported to Cabinet 
on 16 September 2013 as follows:-

Table 1: Initial Re-priced MTFS

2014/15 
£000

2015/16 
£000

2016/17 
£000

201718
£000

Departmental Base Budget ‘13/14 151,915 151,915 151,915 151,915

Departmental Budget Changes (12,017) (10,241) (8,365) (4,070)

Re-Priced Departmental Budget 139,898 141,674 143,550 147,845

Treasury/Capital financing 15,539 15,821 14,158 16,128
Other Corporate items 3,514 (4,071) (4,452) (4,452)

Levies 645 645 645 645

Sub-total: Corporate provisions 19,698 12,395 10,351 12,321

BUDGET REQUIREMENT 159,596 154,069 153,901 160,166

TOTAL FUNDING (159,291) (146,925) (143,585) (142,611)

GAP (Cumulative) 305 7,144 10,316 17,555

-         Use of Reserves (305) (5,447) 0 0

Sub-total 0 1,697 10,316 17,555

-         Savings – 2013/14 shortfall 0 (1,697) (3,239) (4,936)

-         New Savings Target 0 0 (7,077) (12,619)

Gap 0 0 0 0

1.3 Since then, reports to Cabinet on 21 October 2013, 11 November 
2013, 9 December 2013, and 20 January 2014 have presented 
updated information to Members, setting out the financial implications 
as assumptions have been reviewed and decisions made. 

1.4 The decisions made in respect of each element of the MTFS impact 
on the overall financial position of the Authority and need to be taken 
into account as part of an overall package of decisions to balance the 
budget over 2014-18. In addition to the normal review of the base 
position, an appraisal of options and variables has been undertaken 
this year which has enabled the impact of different scenarios to be 
modeled, in particular, in relation to estimated funding scenarios 
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arising from the Government’s Spending Review 2013 and Autumn 
Statement, as well as forecasting resources from the Business Rate 
Retention Scheme, and the impact of technical issues such as the 
Pension Fund Revaluation. 

1.5 Setting a Balanced Budget

1.5.1 Resource and expenditure projections have been continually updated 
throughout the year to inform Members and officers of the overall 
position for 2014-2018.  A four-year forward plan is presented, but it 
is still a legal requirement that a balanced (i.e. fully funded) budget is 
achieved for 2014/15. There are a number of ways in which a 
balanced budget is achieved:

Reducing expenditure/costs;

Identifying new savings or additional income;

Adjusting the level of Council Tax ;

Using unallocated reserves as a temporary measure pending the 
implementation of the options above.

1.5.2 Budget savings and growth proposals have been formulated within 
the overall constraints of the resource projections. The proposals 
have been approved in principle by the Cabinet and then considered 
by Overview and Scrutiny Panels as part of the scrutiny process.  
Scrutiny Panels have met again during January 2013 and their 
feedback on the Council’s spending proposals is set out in a separate 
report elsewhere on the agenda for this meeting. 

1.5.3 The Medium Term Financial Strategy (MTFS) for the Council 
supports the achievement of the business plan and any financial 
implications arising from the agreed plan are included in financial 
planning for 2014/15 and beyond.  The MTFS brings together all of 
the key elements relating to the Council’s financial position which are 
reflected in the General Fund, and the Capital Programme. The 
detailed MTFS is included in Appendix 7. 

1.6 Review of previous year’s Savings

1.6.1 As with previous years, the business planning process is a multi-year 
approach and this includes a review of total expenditure and income 
over the period 2014-18.

1.6.2 Cabinet on 11 November 2013 and 9 December 2013  considered 
revisions to current savings proposals . The overall impact of these 
proposed amendments on the MTFS is as follows:-
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Table 2: Revisions to current savings

2014/15 
£000

2015/16 
£000

2016/17 
£000

2017/18 
£000

Total 
£000

Children, Schools & Families 0 0 0 0 0
Corporate Services 141 52 (256) 0 (63)
Environment & Regeneration 914 (500) (414) 0 0
Community & Housing 350 (350) 0 0 0

Total 1,405 (798) (670) 0 (63)

Total - Cumulative 1,405 607 (63) (63)

1.6.3 The current MTFS includes the following amounts in respect of the 
full year effects of previous year’s savings.

Table 3: Full Year Effects of previous years savings

2014/15 
£000

2015/16 
£000

2016/17 
£000

2017/18 
£000

Total 
£000

Children, Schools & Families (860) (631) (250) 0 (1,741)
Corporate Services (1,650) (749) (886) 0 (3,285)
Environment & Regeneration (3,339) (1,102) (853) 0 (5,294)
Community & Housing (2,465) (764) (1,608) 0 (4,837)

Total (8,314) (3,246) (3,597) 0 (15,157)

Total - Cumulative (8,314) (11,560) (15,157) (15,157)

1.6.4 One of the key objectives is to balance the budget and one of the 
shortcomings of the process in the past, which the Council has 
started to address in recent years, has been the inability to look over 
a long-term period and identify significant savings over more than one 
year.

1.6.5 The Business planning framework aims to enable strategic resource 
allocation and investment decisions to be made that allow for services 
to transform and change at different times in the future and which 
would otherwise be very difficult to plan under an annual planning 
framework.

1.7 Growth

1.7.1 The MTFS agreed by Council in March 2013 currently includes a net
£1m p.a. for adult social care placements. This has been included for 
prudent planning purposes but greater rigour is required to 
demonstrate this need for future years alongside options to manage 
the spending pressure, which has the potential to be an option to help 
balance the budget. This will also now need to be reviewed alongside 
the Better Care Fund and future joint working with health. However, it 
is envisaged that an element of growth within people services will be 
required in response to the increasing population.
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1.7.2 The growth included in the MTFS is summarised in the following 
table:

Table 4: Growth Contained with the Current MTFS

Revised Growth 2014/15
£m

2015/16
£m

2016/17
£m

2017/18
£m

People Services
(cumulative)

1.000 2.000 2.000 2.000

Total (cumulative) 1.000 2.000 2.000 2.000

2. Local Government Finance Settlement 2014-16

2.1 The financial projections in the report to Cabinet on 20 January 2014
were based on the information as announced in the provisional Local 
Government Finance Settlement on 18 December 2013. Information in 
this report has been updated as more information has become available. 
The Final Local Government Finance Settlement figures were published 
on 5 February 2014.  There was a small increase in RSG in 2014/15 of 
£9,000.

2.2 Details of the Final Local Government Settlement are included in 
Appendix 2.

2.3 A summary of the Council Tax Base calculation, and the resource 
implications arising from current business rates projections, is provided in 
Appendix 3.

3. Review of Corporate and Technical Provisions

3.1 Previous reports to Cabinet have set out the details and assumptions on 
which the budget has been formulated. The latest information is set out 
in the following paragraphs.

3.2 Review of Technical and Corporate Provisions

3.2.1 Technical and corporate adjustments incorporated in the MTFS have 
been reported to Cabinet throughout the business planning process for 
2014/15.

3.2.2 The key assumptions included in the MTFS have been continually 
reviewed and updated as the budget process has developed. It should 
be noted that any one-off adjustments will need to be addressed in future 
years. The latest information is set out in the following paragraphs:-

3.3 Inflation

3.3.1 Predicting the level of inflation over a four year period with accuracy is 
not easy, particularly in the current economic climate and given the size 
of the Council’s budget can lead to large variances if the actual inflation 
levels vary from the assumptions.
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3.3.2 Pay
The latest estimates of pay inflation are:-

Table 5: Estimates of pay inflation

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

Pay inflation in MTFS (%) 1% 1% 1.5% 1.5%

Estimate (cumulative £000) 807 1,614 2,825 4,035

There has been a pay freeze for the past three years. A 1% pay increase 
for 2013/14 has been agreed. The council has also agreed to implement 
the London Living wage for permanent and temporary staff. The 
Government has stipulated that it wants to restrict public sector pay 
awards to an average of 1% for 2014/15 (Autumn Statement 2011) and 
in the recent Spending Round 2013, the government announced that 
public sector pay awards will also be limited to an average of up to 1 per 
cent in 2015-16.

Pay Claim 2014/15

The UNISON NJC Committee have agreed to consult its members on the 
following two alternative options for the proposed 2014/15 NJC pay 
claim:

Option 1

The Living Wage (LW) hourly rate to be the minimum pay rate, with an 
equivalent percentage increase on all other spinal column points; or

Option 2

A flat rate increase of £1 an hour on all pay points, which would achieve 
the current Living Wage as the bottom NJC spinal column point.

Unison’s claim proposes to increase the lowest local government pay 
scale of £6.45 an hour to the non-London living wage level of £7.45. This 
represents a 15.5% increase and option 1 proposes an equivalent 
increase on all other spinal column points. Under Option 2, the increase 
for the lowest pay scale level would be applied to other pay scales as a 
monetary increase of £1. This would result in an average increase of 
about 8.2%.

The local government employers are currently consulting local authorities 
over an offer for employees in England, Wales and Northern Ireland, and 
a response is expected in mid-February.

3.3.3 Prices
CPI annual inflation stands at 2.0%  in December 2013, which is down 
from 2.1% in November 2013. The main reasons for the fall were a 
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reduction in the prices for food and non-alcoholic beverages and 
recreational goods & services. These were partially offset by an upward 
contribution from motor fuels. The overall price increase for gas and 
electricity in December 2013 was slightly larger than the rises a year 
earlier resulting in a small upward contribution to inflation.

CPIH, the new measure of consumer price inflation including owner 
occupiers’ housing costs, grew by 1.9% in the year to December 2013, 
unchanged from November 2013. Owner occupiers’ housing costs 
increased by 0.1% between November and December 2013.

RPI annual inflation stands at 2.7% in December 2013, up from 2.6% in 
November 2013.

Outlook for inflation:
On 6 February 2014, the Bank of England’s Monetary Policy Committee 
(MPC) voted to maintain the Bank Base Rate at 0.5%. The Committee 
also voted to continue with its programme of asset purchases totalling
£375 billion, financed by the issuance of central bank reserves.

The MPC reached its decisions in the context of the monetary policy 
guidance announced alongside the publication of the August 2013 
Inflation Report. The MPC’s latest economic projections are set out in 
the latest Inflation Report published on 13 November 2013. 

The MPC’s projections are underpinned by four key judgements:

1. global growth strengthens gradually, driven by the advanced 
economies

2. the domestic recovery becomes increasingly entrenched as the 
headwinds to demand lessen

3. slack in the economy is eroded only gradually, despite the recovery 
in demand

4. inflation returns to the target as the impetus from import prices 
abates, and a gradual rise in productivity growth attenuates domestic 
price pressures

The MPC minutes for the February decision are to be published on 22
February 2014. In reaching its previous decision the MPC noted “that 
monetary conditions in the United Kingdom had tightened as financial 
asset prices reacted to further evidence that the domestic recovery was 
robust and, in particular, news that unemployment was falling more 
quickly than market participants had expected. There were further signs 
that global growth prospects had improved as the recovery continued in 
the United States and became more firmly entrenched in some other 
advanced economies. It was likely that risks to the outlook had become 
more balanced, although clear headwinds remained, particularly in the 
euro area, where growth remained weak and inflation low.”
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It is now likely that the unemployment rate would reach the 7% threshold 
materially earlier than previously expected. 

Regarding the immediate policy decision, the Committee considered 
developments on the month in the context of the three knockouts that 
would override the policy guidance announced in August. 

The fall in CPI inflation to 2.0% in December, after more than four 
years above the target, was welcome, and had been accompanied by 
downside news about the near-term prospects for inflation. 

Sterling had appreciated a little further and was almost 3% higher 
than at the time of the November Inflation Report. Global inflationary 
pressures were weak and commodity prices had remained subdued. 

With continued slack in the labour market and low productivity growth, 
nominal pay growth had remained weak. There was, therefore, no 
reason to alter the Committee’s judgement that medium-term inflation 
expectations remained sufficiently well anchored.

Looking beyond the immediate policy decision, the MPC noted that 
“while the recovery was becoming more firmly entrenched, productivity 
growth had been disappointing, and unemployment had fallen faster than 
expected. Inflation had returned to the 2% target, however, and cost
pressures were subdued. They therefore saw no immediate need to raise 
Bank Rate even if the 7% unemployment threshold were to be reached in 
the near future. Moreover, it was likely that the headwinds to growth 
associated with the aftermath of the financial crisis would persist for 
some time yet and that inflationary pressures would remain contained. 
Consequently when the time did come to raise Bank Rate, it would be 
appropriate to do so only gradually.”

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

Table 6: UK economy forecasts

Source: HM Treasury - Forecasts for the UK Economy (January 2014)

2013 (Quarter 4) Lowest % Highest % Average %

CPI 2.0 2.7 2.2

RPI 2.5 3.2 2.7

LFS Unemployment Rate 7.1 7.8 7.4

2014 (Quarter 4) Lowest % Highest % Average %

CPI 1.7 3.3 2.3

RPI 2.3 4.0 3.0

LFS Unemployment Rate 6.4 7.5 6.9
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Clearly where the level of inflation during the year exceeds the amount 
provided for in the budget, this will put pressure on services to stay within 
budget and will require effective monitoring and control.

The current assumptions regarding price inflation incorporated into the 
MTFS are 

Table 7: Price inflation assumptions in MTFS

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

Price inflation in MTFS (%) 1.5% 1.5% 1.5% 1.5%

Estimate (cumulative £000) 2,250 4,500 6,750 9,000

Given the downward trend for inflation and analysts recent forecasts for it 
to continue to fall in the coming months, it is anticipated that the current 
provision in the MTFS is adequate.  Clearly, this will be treated as a cash 
limit and if the level of inflation during the year exceeds the amount 
provided for in the budget, this will put pressure on services to stay within 
budget and will require effective monitoring and control.

3.3.4 Inflation > 1.5% on volatile budgets
There is also a corporate provision which is held to assist services that 
may experience price increases greatly in excess of the 1.5% inflation 
allowance provided when setting the budget. This will only be released 
for specific demonstrable demand.

Table 8: Inflation exceeding 1.5%

2014/15
£000

2015/16
£000

2016/17
£000

2017/18
£000

Inflation exceeding 1.5% 576 1,008 1,008 1,008

The cash limiting strategy is not without risks but if current levels of 
inflation were applied un-damped across the period then the budget gap 
would increase by c.£5m by 2017/18.

3.3.5 Income
The MTFS assumes that departments will achieve an additional 2% p.a. 
on their fees and charges.

Table 9: Income based on a 2% per annum increase

Income based on 2% p.a.
increase

2014/15
£000

2015/16
£000

2016/17
£000

2017/18
£000

Income 669 1,339 2,008 2,676
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3.6 Collection Fund

3.6.1 The Collection Fund is a statutory fund separate from the General Fund. 
It accounts for income from Council Tax and from NNDR (Business 
Rates). In preparing the budget for 2013/14, the estimated surplus on the 
Collection Fund as at 31 March 2013 was £3.284m arising from Council 
Tax and this was to be shared £0.739m to the GLA and £2.545m to 
Merton. The actual surplus as at 31 March 2013 was £6.365m to be 
shared £1.378m to the GLA and £4.987m to Merton.

3.6.2 Due to the introduction of the Business Rates Retention Scheme last 
year, it will now be necessary to estimate a separate surplus/deficit
arising from business rates. This is calculated as Part 4 of the NNDR1
2014/15 return to Central Government. Any surplus/deficit on the 
Collection Fund due to NNDR is shared 50% to Central Government, 
30% to Merton and 20% to the GLA.

3.6.3 A more detailed summary of the calculations relating to the Collection 
Fund is included in Appendix 3 together with a copy of Merton’s NNDR1 
form for 2014/15.

3.6.4 The financial implications are summarised in the following table:-

Table 10: Financial implications on Collection Fund

Estimated 
surplus/

(deficit) as at 
31/03/14

Estimated 
surplus/

(deficit) as at 
31/03/14

Total
surplus/

(deficit) as 
at 31/03/14

Council Tax NNDR

£000 £000 £000

Central Government N/A (620) (620)

GLA 1,266 (248) 1,018

Merton 4,608 (372) 4,236

Total 5,874 (1,240) 4,634

3.6.5 The net impact is a surplus of £4.236m and this will be incorporated into 
the budget 2014/15 and the MTFS 2014-18.

3.7 Pension Fund

3.7.1 By law the Superannuation Fund is valued every 3 years. The new 
valuation is based on the position at 31st March 2013 and is implemented 
in the 2014/15 financial year. The fund has shown an increase in funding 
level from 84% to c.89%. This is because the growth in the value of 
assets has exceeded the growth in liabilities. The actuary will be 
certifying contributions based on the agreed deficit funding period, i.e. 
Merton has completed the first 3 years of an agreed 15 deficit repayment 
period. In calculating the deficit repayment plan the actuary includes a 
loss of investment income as interest due at a rate of 5.9% p.a. This 
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means that an additional 40% to 55% is added to the cost of the deficit 
repayment. For those authorities who have adopted very long term 
repayment periods the interest can substantially more than double the 
cost.  This means that front loading repayments can give a significant 
benefit in overall payments and the level of repayment that will be 
required by the time the next revaluation is implemented in 2017/18. This 
issue has been referred to in previous cabinet reports.

3.8 Concessionary Fares – 2014/15 Freedom Pass Settlement and 
Taxicards

3.8.1 Both of these schemes are administered by London Councils on behalf 
of London boroughs. At its meeting on 12 December 2013, London 
Councils’ Transport and Environment Committee (TEC) considered the 
Concessionary Fares 2014/15 Settlement and following the outcome of 
negotiations with transport operators (Transport for London (TfL), the 
Association of Train Operating Companies (ATOC) and independent bus 
operators) regarding compensation for carrying concessionary 
passengers in 2014/15.

3.8.2 The latest estimate for the cost of Freedom Passes to Merton in 2014/15 
is £8,851,663.

3.8.3 For taxicards, it was previously agreed by London councils that the 
formula by which the TfL allocation to each borough is calculated would 
be brought in over a 3 year transitional period to avoid sudden large 
increases or reductions to boroughs’ budgets. 2014/15 is the first year 
where TfL’s budget will be allocated 100% by the formula. 

The figures apportioned by the formula each year are based on: 

The number of people in each borough receiving Higher Rate 
Mobility Component of the Disability Living Allowance 

The number of people in each borough over 65 years of age 

The number of ‘active’ Taxicard members, defined as those who 
have taken at least one trip over a 12 month period

The projected cost of taxicards to Merton for 2014/15 is £169,541.

3.8.4 The overall estimates for 2014/15 are set out in the following table
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Table 11: Freedom Pass and Taxicard estimates for 2014/15

The MTFS will be adjusted to reflect this latest estimate.

3.9 Contingency

3.9.1 The budget approved for 2013/14 includes provision of £1.5m as a 
contingency to meet unforeseen cost and demand pressures, particularly 
those arising as the economy recovers from the recession.

3.9.2 There is also a need for additional temporary resources for Children, 
Schools and Families to be able to respond to the Children and Families 
Bill, extended statutory duties associated with 0-25 agenda and 
transition. This need will be kept under quarterly review.

3.10 Bad Debt Provision

3.10.1 The bad debt provision is calculated on the basis of an examination of 
debts within the council’s financial systems to assess the probability of 
their collection. Due to effective and proactive debt management it is not 
considered that an increase in contribution will be necessary for 2014/15,
even under the current economic circumstances. The level of provision 
will be kept under review within the MTFS.

3.11 Local Authority Better Care Fund and Mental Health S75 Agreement

3.11.1 The Council’s budget for 2013/14 includes provision of £2.676m 
expenditure funded by the NHS Social Care transfer allocation. 

3.11.2 In 2014/15 an additional £0.623m BCF Fund has been allocated to 
Merton. Therefore total BCF for Merton is £3.2m, of which £0.247m is 
ring-fenced for investments carried out by MCCG . 

Freedom Passes and Taxicards 2014/15

Budget 2013/14 £

Freedom Passes         8,613,910 

Taxicards            165,230 

Total Budget 2013/14         8,779,140 

Increase allowed for in MTFS in 2014/15            436,000 

Total Provision 2014/15 in latest draft MTFS         9,215,140 

Latest Details from London Councils

Charge to Merton for Freedom Passes       (8,851,663)

Charge to Merton for Taxicards           (169,541)

Latest Estimated Cost for 2014/15       (9,021,204)

Estimated Surplus Provision in MTFS             193,936
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3.11.3 In 2015/16 the BCF allocation increases to £11.254m. The fund will be 
put into a pooled budget under S75 governance arrangements with 
MCCG. The Council and MCCG have developed and agreed a joint plan 
for the fund signed off by the Health & Wellbeing board. Nevertheless, 
low council tax was one of the priorities agreed by Council in its motion of 
13 July 2011 – the ‘July Principles’.

3.11.4 Better Care plan templates are to be submitted to NHS England by 14 
February 2014 and Final templates are due to be submitted by 4 April 
2014.

3.11.5 In 2015/16 The Better Care Fund will also contain two capital funds:-

Disabled Facilities Grant - £528k

Social Care Capital Grant - £416k

3.12 S75 Mental Health Agreement

3.12.1 The Council and the Trust have for the last 10 years, been managing a 
partnership agreement to facilitate the provision of services to adults and 
older people with a mental illness. The agreement has been reviewed 
and is now being renewed under a S75 pooled fund agreement.

3.12.2 The service will be provided by the Trust as lead provider. 

3.12.3 Contributions to Pooled Fund: 1 April 2014 to 31 March 2015

The Council’s contribution to the Pooled Fund will be £1,684,000.

The Council’s contribution to the Non Pooled Fund will be £1,220,000

The Trust’s contribution to the Pooled Fund  will be  £2,765,000

3.13.4The draft budget included in this report  includes provision for the 

Council’s contributions. A full report will presented to Cabinet for approval 

in March.

3.13 Summary of Corporate and Technical Adjustments

3.13.1 The financial implications of the corporate and technical adjustments 
discussed in this report are summarised in Appendix 4.

4. Departmental Savings Proposals 2014-18 and Service Planning

4.1 In allocating savings targets for each Department, Cabinet has aimed to 
protect front-line services and services to the vulnerable in line with the 
2011‘July principles’. Weightings for each department; Corporate 
Services, Environment and Regeneration, Community and Housing, and 
Children, Schools and Families in the ratio (100%) : (100%) : (67%) : 
(50%), have been applied which reduces the impact on Adult Social 
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Care, Children’s Social Care  and vulnerable groups. At its meeting on 
16 September 2013, Cabinet agreed the following departmental savings 
targets, based on controllable budgets:-

Table 12: Savings targets agreed by Cabinet on 16 September 2013

4.1 Service departments reviewed their services and identified savings 
proposals which were considered by Cabinet on 9 December 2013 and 
Scrutiny Panels and the Commission in January 2014. The progress 
made so far is summarised in the following table:-

Table 13: Savings identified up to January 2014

IDENTIFIED SAVINGS BY 
DEPARTMENT

2015/16 
£000

2016/17 
£000

2017/18
£000

Total
£000s

Community and Housing 321 814 484 1,619

Children, Schools and Families 150 7 564 721

Environment and Regeneration 935 225 125 1,285

Corporate Services 291 417 493 1,201

Total Savings 1,697 1,463 1,666 4,826

Total Cumulative Savings 1,697 3,160 4,826

4.3 Based on the savings identified, there is the following (shortfall)/surplus 
against the targets:

Table 14: (Shortfall)/surplus in savings currently identified

(SHORTFALL)/SURPLUS
2015/16 

£000
2016/17 

£000
2017/18 

£000
Total 

£000s

Community and Housing (170) (1,678) (1,609) (3,457)

Children, Schools and Families (115) (1,337) (565) (2,017)

Environment and Regeneration 290 (3,051) (2,627) (5,388)

Corporate Services (5) (1,090) (772) (1,867)

Total Savings 0 (7,156) (5,573) (12,729)

Total Cumulative Savings 0 (7,156) (12,729)

2014/15 
£000

2015/16 
£000

2016/17 
£000

2017/18 
£000

Total 
£000

Community and Housing 0 491 2,492 2,093 5,076

Children, Schools and Families 0 265 1,344 1,129 2,738

Environment and Regeneration 0 645 3,276 2,752 6,673

Corporate Services 0 296 1,507 1,265 3,068

Total Savings 0 1,697 8,619 7,239 17,555

Cumulative 0 1,697 10,316 17,555
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4.4 Where departments have not met their target or put forward options that 
are deemed not to be acceptable then the shortfall will be carried forward 
future year’s budget processes to be made good.

4.5 Feedback from the Scrutiny Process:-

4.5.1 Comments from the Overview and Scrutiny Commission on 30 January 
2014 are provided in a separate report on the agenda for this meeting.

4.5.2 Cabinet are asked to review the feedback from the Scrutiny process and
make recommendations as appropriate. 

4.6 Financial Implications of Changes arising from response to Scrutiny 

4.6.1 The draft MTFS shown in Appendix 7 does not include the impact of any 
changes recommended by Overview and Scrutiny Commission. If 
Cabinet decide to accept any or all of the recommendations the MTFS 
reported to Council will be amended to reflect this.

5. Budgetary Control 2013/14

5.1  The revenue budgetary control information contained in the table below
summarises the corporate position using the latest available information 
as at 31st December 2013 as shown in a separate report on the agenda 
for this meeting. As at 31st December 2013, there is a forecast 
underspend for the Council of £1.070m, net of the amount set aside to 
fund capital expenditure, balancing the budget reserve and the ring-
fenced carry forward for Public Health in future years.

5.2 The underspend of £1.070m is made up as follows –

departmental underspend £1.756m
corporate overspend (£0.686m)

5.3 Sound financial management and continued robust challenge are 
resulting in lower levels of forecast spend at year-end. Where 
appropriate these reduced projections are being incorporated into the 
Medium Term Financial Strategy for 2014-18.
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6.        Capital Financing and Treasury Management

Treasury Management, Capital Financing and Investment Income:

6.1 Details are included in Section 5 of this report. Capital financing costs are 
derived from the draft capital programme which is discussed in Section 4
and estimated revenue funding is built into the MTFS for the level of 
borrowing that is expected. 

6.2 There have been a number of issues related to managing and financing 
the capital programme and these have been reported throughout the 
year.

6.3 The main issues relate to:-

Schools
revenue financing implications arising from slippage, re-profiling of 
the programme, reductions/deletions and growth in the programme

6.5 Revenuisation and Other Revenue Contributions to Capital

There has been an ongoing review of classification of expenditure which 
has previously been budgeted for in the capital programme but has 
subsequently turned out to be revenue in nature. However, it is important 
that this expenditure takes place and amounts identified that were 
formerly included in the capital programme that need to be funded from 
revenue have been identified. There are also a variety of assets with a 
short economic life within the capital programme. In 2013/14 these will 
be revenuised and funded via a combination of any treasury 
management under spending in year and drawing down of earmarked 
reserves. This will provide a more sustainable medium term position. In 
2014/15 it is proposed that provisions are set aside for re-enlisting such 
short life assets supplemented by earmarked reserves. The overall 
change in provision in the MTFS for revenuisation and other revenue 
contributions to capital since last year is summarised in the following 
table:-

Table 15: Summary of Revenuisation/Revenue funding of capital

2014/15 
£000

2015/16
£000

2016/17 
£000

2017/18
£000

Change (cumulative) (122) (2,353) (2,522) (2,522)

6.6 Revenue implications arising from slippage, re-profiling and
reductions/amendments and growth in the programme

Details relating to how the capital programme has changed from that 
approved by Council in March 2013 to the capital programme for 
2014-18 are discussed in Section 4 of this report and related appendices.
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The capital programme has continued to be subject to major review as 
part of monthly monitoring and the process of developing the Business 
Plan for 2014-18.

6.7 In addition to reviewing the capital programme, focus has also been 
maintained on the treasury management aspects of funding the 
programme, to improve forecasts of available funding and to minimise as 
far as possible the costs of funding capital. This has included improved 
cash flow forecasting to enable the programme to be funded from 
internal resources for as long as possible to take advantage of current 
low levels of interest. Work is also continuing to ensure that grants and 
contributions are utilised effectively and this work will continue into the 
closing of accounts process for 2013/14 to ensure that the revenue 
impact of the capital programme is minimised in 2014/15 and beyond. 

6.8 The revenue budget implications of the capital programme 2014-18
compared to those included in the MTFS approved by Council in March 
2013 are summarised in the following table:-

Table 16: Summary of Capital Financing Costs and movement since  
2013/14

2014/15
£000

2015/16 
£000

2016/17 
£000

2017/18 
£000

Budgeted Capital financing costs 
of Programme approved by 
Council 6/03/2013

14,362 15,359 16,869 18,343

Change arising from recalculation 
of charges and review and re-
profiling of capital programme as 
set out in Section 4

(781) (1,151) (1,031) (301)

Estimated capital financing costs 
of  Capital Programme 2014-18

13,581 14,208 15,838 18,042

6.9 The analysis of the budget for capital financing costs and investment 
income is set out in the following table:-

Table 17: Details of Budgets for capital financing costs

2014/15
£000

2015/16 
£000

2016/17 
£000

2017/18 
£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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7 GENERAL FUND BALANCES AND RESERVES

7.1 In determining an appropriate level of general fund balances previously,
an analysis of the overall expenditure of the authority had been prepared. 
An updated version of this analysis has been prepared and is attached 
as Appendix 11. The overall level of balances is summarised below and 
compares with current GF balances of £18.838m as shown in the final 
accounts for 2012/13. 

Min Medium Max

£m £m £m

Level of balances 12.59 19.31 26.17

7.2 An alternative approach would be to look at a percentage based on the 
net spending of the authority. From the Audit Commission’s report 
“Striking a Balance”, most Chief Officers regarded an amount of between 
3 and 5 per cent as a prudent level and the minimum the auditors would 
consider prudent. There are also some other areas of risk and unknowns 
in relation to the localisation of business rates and how this impact will 
flow thorough, in particular in relation to appeals. There is now an 
amount calculated for Merton called the safety net, below which income 
must fall before Merton becomes entitled to funding from central 
government. This approach is set out below, using an amount of 5 per
cent. 

£m

Net spending 8.1

Safety Net 2.4

Appeals 4.0

Level of balances 14.5

7.3 The average level of General Fund balances for outer London boroughs 
for 2012/13 was £15.4m, with a low of £7.8m and a high of £32.8m.

7.4 There has been a regular quarterly update on the use of earmarked 
reserves for 2013/14 reported through to Cabinet as part of the financial 
monitoring report. An initial review of their use over the MTFS has been 
undertaken as is shown in Appendix 8. This shows the level of 
earmarked reserves falling from £34.5m to £9.5m. 

7.5 The average level of earmarked reserves for outer London boroughs for 
2011/12 was £45.5m, with a low of £5.5m and a high of £75.5m. 

8. Revenue Support Grant and Baseline Funding (Non-Domestic 
Rates)

8.1 In 2013/14 there was a fundamental change in the funding methodology 
for local government services. This has an ongoing impact  in 2014/15 

17Page 162



and beyond and it still the case that the new procedures are not 
completely finalised and are taking time to bed in. Although this resulted 
in some delays in receiving key information from the Government it has 
now been possible to produce estimates of business rates receivable for 
2014/15. A summary is provided in Appendix 3. 

8.2 The overall changes in formula grant compared to 2013/14, the base 
estimate for 2014/15 and the funding announced in the Final Local 
Government Finance Settlement are summarised in the following table:-

Table 18: Changes in Local Government Finance Settlement

Original Final 

2013/14 2014/15 2014/15

£000 £000 £000

RSG 47,221 39,301 39,738 

NNDR 32,020 32,379 33,253 
NNDR - Section 31 
Grant 0 0 1,118 

Total 79,241 71,680 74,109 

9. Council Tax Strategy

9.1 In the Annual Residents Survey 2013, the residents’ personal concerns 
over the level of council tax have continued to reduce and currently stand 
at 24%. The Residents' Survey for 2013 took place from 9 September
2013 until 13 October 2013.

9.2 Council Tax and Council Tax Freeze Grant

9.2.1 On 26 June 2013 the Chancellor of the Exchequer announced as part of 
the Spending Round 2013 that the government will provide additional 
grant funding to support councils that freeze Council Tax in both 2014/15 
and 2015/16.

9.2.2 This funding will be built into the spending review baseline for future 
years. Funding for previous year’s freeze grants is incorporated into the 
local government settlement total for future years.

The indicative allocations for 2014/15 and 2015/16 are:

2014/15 £858,073

2015/16 £868,436

9.2.3 Capping of Council Tax increases
The Localism Act 2011 introduced a power for the Secretary of State for 
Communities and Local Government to issue principles that define what 
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should be considered as excessive Council Tax, including proposed 
limits. The principles are subject to approval by the House of Commons. 

9.2.4 From 2013 onwards, any council that wishes to raise its Council Tax 
above the limits that apply to them will have to hold a referendum. The 
result of the referendum will be binding.

9.2.5 On 5 February 2014 the Minister for Local Government introduced the 
report on Council Tax Referendums.  Under section 52ZB of the Local 
Government Finance Act 1992 each billing authority and precepting 
authority must determine whether its relevant basic amount of council tax
for a financial year is excessive. If an authority’s relevant basic amount of 
council tax is excessive a referendum must be held in relation to that 
amount.

Under section 52ZC of the 1992 Act the question of whether an 
authority’s relevant basic amount of council tax is excessive must be 
decided in accordance with a set of principles determined by the 
Secretary of State. The principles for a financial year must be set out in 
a report which must be laid before and approved by the House of 
Commons. If the report for a financial year is not approved on or before 
the date on which the local government finance report for the same year 
is approved by the House of Commons, no principles have effect for that 
year and accordingly no authority’s relevant basic amount of council tax
is capable of being excessive for that year.

For 2014-15, the relevant basic amount of council tax of an authority 
such as Merton which is excessive if the authority’s relevant basic 
amount of council tax for 2014-15 is 2%, or more than 2%, greater than 
its relevant basic amount of council tax for 2013-14.

The final referendum principles will then be subject to the approval of the 
House of Commons. In addition, subject to approval by Parliament of the 
Local Audit and Accountability Bill, which is currently before Parliament, 
the principles will include levies and will therefore be based on the level 
of Band D Council Tax. This will mean the principle will relate to the 
actual increase which appears on people’s bills.

9.2.5 Special expenses 

All special items (other than parish precepts) are included in an 
authority's basic amount of council tax. Therefore, the average of all an 
authority’s special items (including its special expenses) over the whole 
of its area is the amount that will be used to judge eligibility for the grant. 

Any proposed council tax increase by Wimbledon and Putney 
Conservators would therefore be taken into account in assessing 
whether Merton is eligible for Council Tax Freeze Grant. 
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10. Council Tax Base

10.1 Cabinet on 9 December 2013 agreed the Council Tax Base calculation 
for 2014/15. Details of the calculation are included as Appendix 3.

10.2 For 2014/15 the Council Tax Base has been calculated as:-

Council Tax Base 2014/15 68,087.4

10.3 A separate council tax base calculation has been produced for the 
properties covered by the Wimbledon and Putney Common 
Conservators (WPCC) area. For 2014/15 the Council Tax Base for 
Wimbledon and Putney Commons Conservators has been calculated 
as:-

WPCC Council Tax Base 2014/15 10,708.8

11. Greater London Authority Precept and Other Levies

11.1 The Greater London Authority (GLA) sets a budget for itself and each of 
the four functional bodies: Transport for London, the London 
Development Agency, the Metropolitan Police Authority, and the London 
Fire and Emergency Planning Authority. These budgets together form the 
consolidated budget. 

11.2 On 20 December 2013, the Mayor published his 2014-15 draft revenue 
budget and capital spending plan for consultation. This includes the 
budget proposals for the GLA (Mayor and Assembly), the Mayor's Office 
for Policing and Crime (MOPAC), the London Fire and Emergency 
Planning Authority (LFEPA), Transport for London (TfL) and the London 
Legacy Development Corporation (LLDC). 

The budget proposes a reduction in the Mayor's Band D council tax 
precept of £4.00 (1.3 percent) from £303.00 to £299.00 in 2014-15 for 
council taxpayers in the 32 London boroughs. 

11.4 The budget comprises of £218.88 to support the Mayor’s Office for 
Policing and Crime, £49.76 for the London Fire and Emergency Planning 
Authority, £28.03 for the GLA (Mayor and Assembly) and £2.33 for 
Transport for London (TfL).

11.5 The timetable is demanding for both the GLA and the London boroughs 
that it precepts upon.  All London boroughs were required to provide 
details of their NNDR1 returns and council tax base to the GLA by 31 
January 2014.

11.6 The GLA budget timetable for 2014/15 is:-
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20 Dec. 2013 Mayor’s consultation budget published

15 Jan. 2014 Deadline for consultation responses

29 Jan. 2014 Mayor’s draft budget presented to London Assembly

14 Feb. 2014 Mayor presents final draft budget to London Assembly

28 Feb.2014 Statutory deadline for the Mayor to approve his precept and council tax 

requirement and notify London billing authorities 

28 Feb. 2014 Statutory deadline for the Mayor to approve the final Capital Spending 

Plan for 2012-13 and notify the Secretary of State for Communities and 

Local Government. 

11.7 The Assembly can amend and agree an alternative budget by a two-
thirds majority so the draft precept of £299.00 could change as a result.

11.8 Other Levies

11.8.1 The Council is required by statute to pay certain levies to the 
organisations listed below. The levies for 2013/14 are still to be 
confirmed but the latest estimates are set out in the following table:-

Table 19: Other Levies

2013/14
£000

2014/15
£000

2014/15
Change %

London Pension Fund Authority 268 266 0.7

Lee Valley Regional Park 220 TBA

Environment Agency 157 157 0.0

11.9 Wimbledon and Putney Commons Conservators (WPCC) 

11.9.1 A separate precept is levied in respect of those residents of properties 
bordering the Wimbledon and Putney Commons.  The amount is 
calculated on the basis of the amount levied by the Commons 
Conservators and the Band D Council Tax in respect of the WPCC 
precept in 2014/15 will be £293,184.23, an increase of £24,669.52 from 
the 2013/14 levy of £268,514.71.

Table 20: Wimbledon and Putney Commons Conservators Precept

2013/14
£000

2014/15
£000

Change 
%

Wimbledon & Putney Commons Conservators 269 293 9.2%

11.9.2 Although the total cost of the precept to Merton has increased by 9.2%, 
the average Band D cost to a council taxpayer in the WPCC area has 
reduced from £27.84 in 2013/14 to £27.38 in 2014/15. The reason for the 
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cost increase to Merton is due to the rise in Council Tax Base, relative to 
Kingston and Wandsworth, who are also subject to this levy.

11.10 Announcements of levies/precepts are still awaited and the net overall 
change in levies will be managed within the overall inflation provision.
This information is needed in order to be able to work out the change in 
the Council’s council tax excluding the change in levies/precepts.

12. CONCLUSIONS

12.1 It is a statutory requirement that the council sets a balanced budget in 
2014/15. Also, as indicated in paragraph 9.2, the Government has  
announced that £0.858m council tax freeze grant (equivalent to 1% 
council tax increase) will be available if the council decides to freeze or 
reduce its council tax in 2014/15.

12.2 The Government measure this by requiring local authorities to complete 
a Council Tax Requirement Form (CTR) which has to be returned by a 
deadline set by the Government. The DCLG have advised that final 
versions of the form and documentation will be dispatched as soon as 
possible after the Local Government Finance Settlement 2014-15 has 
been approved by Parliament.

12.3 The measure used to assess whether a local authority is eligible to 
receive council tax freeze grant is the year on year change in the 
average level of council tax. The average level of council tax for Merton
includes the additional council tax payment made in respect of those 
properties in the Wimbledon and Putney Commons Conservators area.
In 2013/14 the average council tax for Merton was £1,106.56.

12.4 The Medium Term Financial Strategy assumes that all of the corporate 
provisions, proposals for growth and proposals for savings, in 2014/15
discussed in this report are agreed and if this is the case, the following 
financial position is achieved:-

Table 21: Average Band D Council Tax

Average Council Tax 
Calculation at Band D

2013/14
£m

2014/15
£m

Budget Requirement 164.261 162.542

RSG + Business Rates (79.241) (72.991)

Section 31 Grant (NNDR) 0 (1.118)

New Homes Bonus (2.724) (3.199)

PFI Grant (4.797) (4.797)

Council Tax Freeze Grant (0.835) (0.858)

Collection Fund Surplus (2.545) (4.236)

Council Tax Requirement 74.119 75.343

Council Tax Base 66,981.2 68,087.4

Average Council Tax 1,106.56 1,106.56
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12.5 The calculation of Band D council tax for properties outside the 
Wimbledon and Putney Commons Conservators area is as follows:

Table 22: Council Tax calculation

Council Tax Calculation Band D 2013/14
£m

2014/15
£m

Budget requirement 164.261 162.542
WPCC (0.269) (0.293)
RSG + Business Rates (inc. S.31 grant) (79.241) (74.109)
New Homes Bonus (2.724) (3.199)
PFI Grant (4,797) (4.797)
Council Tax Freeze Grant (0.835) (0.858)
Collection Fund Surplus (2.545) (4.236)

Balance to be met from Council Tax     73.850 75.050

Implied Council Tax (Band D) 1,102.55 1,102.26

12.2 The implications for the level of Council Tax on a Band D property, 
including the GLA precept are set out as follows:-

Table 23: Band D Council Tax

Council Tax at Band D
2013/14

£
2014/15

£
% change 

from 
2013/14

Merton  (exc. WPCC)                                     
GLA Precept (Provisional)

1,102.55
303.00

1,102.26
299.00

(0.03)%
(1.32)%

Implied Council Tax at Band D 1,405.55 1,401.26 (0.31)%

12.3 A summary Statement of Council Tax requirements and balances based 
on the proposals set out in this report is attached as Appendix 6, and a 
revised MTFS summary incorporating the proposed changes set out in 
this report is provided at Appendix 7.

13. Risk Management

13.1 The management of risk is strategically driven by the Corporate Risk 
Management Group. This is the central hub of a number of council 
mechanisms for risk management including a Corporate Key Strategic 
Risk Register, departmental risk registers and project risk registers. The 
group collates on a quarterly basis the headline departmental risks and 
planned mitigation activity from each department, project and 
partnership, to be put forward for discussion at CMT. Reports on risk are 
made through the General Purposes to cabinet and council. Developing 
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a corporate business plan and setting a balanced budget 2014-18 and 
beyond has been highlighted as a key strategic risk on the corporate risk 
register. 

13.2 Currently £9.315 million of savings are being progressed for 2013-14,
coupled with a further £19.983m of savings identified for 2014-18.
Current practice is to monitor delivery of savings as part of the monthly 
Business Plan Monitoring, it is envisaged that given the size of the 
savings target over the next three years, additional mechanisms may 
need to be established to monitor more transformational and longer term 
projects.

14. Summary

14.1 Taking into account the changes that have taken place since the Cabinet 
meeting in January, before taking into account any changes that Cabinet 
are minded to make following the feedback from Scrutiny, the budget gap 
in the MTFS has changed to the following:-

Table 24: Cumulative MTFS Gap 2014-2018

2014/15 
£m

2015/16 
£m

2016/17 
£m

2017/18 
£m

MTFS gap (cumulative) 0 0 6.585 14.585

14.2 There is still much to be done to be able to set a balanced budget over 
the period of the MTFS. There is also a high level of uncertainty about 
RSG and Business Rates funding in the future.

15. Future Years

15.1 As indicated in the updated MTFS there is a gap between the forecast 
level of resources and budget requirements for 2016/17 and 2017/18
which will need to be addressed if balanced budgets are to be set for 
those years. The updated MTFS is set out in Appendix 7.

15.2 The budget process for 2015/16 will commence in the new financial year.

15.3 Some of the options available to the Council to eliminate the budget gaps 
include:-

Savings – reduction/deletion of services

Savings – efficiencies including procurement

Income – increase in fees and charges/new sources of income

Council Tax increase

Use of balances
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16. Positive Assurance Statement

16.1 Section 25(2) of the Local Government Act 2003 requires the Chief
Financial Officer of an authority to report on:

(a) the robustness of the estimates made for the purposes of the 

calculations, and 

(b) the adequacy of the proposed financial reserves.

16.2 In doing so, the Director of Corporate Services has had particular regard 
to the guidance offered by the Chartered Institute of Public Finance and
Accountancy and the views of the Council’s external auditor.

16.3 One of the Council’s stated priorities is to keep council tax low. To 
achieve this, the Council must have regard to the major risks to its 
financial position and in particular:

The current economic position

Whether budget setting and monitoring processes are robust and

effective

Demand pressures on the budget

Identifying and achieving cost and income improvements

Risks to Government funding levels

Risks to other income streams

16.4 Local government finance issues have been dominated in recent times 
by cuts in government funding and pressure to keep council tax 
increases down. Alongside this the longer term position is also made 
more uncertain by the changes in the way Government Funding is
calculated and the “localisation” of Council Tax Benefit with a lower level 
of Government funding. Although the MTFS shows significant progress to 
date towards a balanced budget over the medium term, the longer term 
position remains extremely challenging. Members should also note that 
freezing Council Tax levels produces a permanent real terms reduction in 
Council Tax yield.

16.5 With relatively low allowance for demand growth, uncertainty over
Government funding, increased concerns over income funding streams,
and the need to achieve challenging savings targets, the risks inherent in 
the revenue budget are inevitably increased. The Council has sufficient 
reserves to deal with such a position in the short term and will be 
reviewing transformation of the authority to identify further saving 
opportunities over the next four year budgeting period.

16.6 The Council’s reserves and their usage is linked to both the capital and
revenue budget. A list of the current reserves held by the Council is
attached at Appendix 8. Although reserves are likely to reduce
overall, this is a result of their use for the purposes they were 
established. The overall level therefore remains adequate.
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16.7 It should be noted that the Pension Fund Reserve is, in common with
many other Pension Funds, showing a large deficit. The Council has a
long term recovery plan for the fund and expects employer funding
requirements to be improved by the outcome of the Governments
proposed changes to public sector pension schemes; however, the 
impact of this has been delayed by no changes until April 2014. 
Balancing this, the expected reducing numbers contributing to the fund
will increase pressure on employer contribution rates. Officers will be 
continuing discussions with the fund’s actuary and the Council’s Pension 
Fund Committee on how best to address this position in the longer term.

16.8 Chief Officers have reviewed their budgets in line with departmental
finance officers and are confident that the budgets set for their services
are robust and with the corporate contingency will meet the strategic
objectives and performance targets set out in the Business Plan.

16.9 In summary, it is the view of the Chief Financial Officer (being the 
Director of Corporate Services) that the estimates are robust for the 
purposes of the required budget/council tax calculations and that the 
Council’s reserves are adequate. 

17. Business Rates Retail Reliefs

17.1 The Government announced in the Autumn Statement on 5 December 
2013 that it will provide from the 1 April 2014 two new retail reliefs to 
businesses. 

Retail Property Discount - a relief of up to £1,000 to all occupied retail
properties with a rateable value of £50,000 or less in each of the years 
2014-15 and 2015-16. It is estimated that approximately 1,200 
businesses will qualify for this relief.  

17.2 In guidance issued central government consider shops, restaurants, 
cafes and drinking establishments to include properties that are being 
used for the sale of goods to visiting members of the public. The full 
qualifying criteria is detailed within the policy (Appendix 12(a)).

17.3 Retail Premises Re-Occupation Discount - provide a 50% discount  for 
18 months for those businesses that move into retail premises that have 
been empty for a year or more. This is available for businesses which 
move into empty premises between 1st April 2014 and 31st March 2016.
It is not possible to forecast how many businesses will qualify for this 
discount. The full qualifying criteria is detailed within the policy (Appendix 
12(b))

17.4 In order to make this process as simple as we can for businesses where 
we are satisfied that the qualifying criteria is met the discounts will be 
granted without a formal application. In some instances we will have to 
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ask businesses to provide more details regarding the services they 
provide. 

17.5 Once the discount has been granted businesses will be required to 
confirm in writing that they meet the criteria and State Aid De Minimis 
limits have not been exceeded.

17.6 Central government will fully reimburse local authorities for the local 
share of the discretionary relief (using a grant under section 31 of the
Local Government Act 2003) as it expects authorities to grant relief to 
qualifying ratepayers. 
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