
Cabinet

Date: 20 October 2014

Subject: Business Plan 2015-19

Lead officer: Caroline Holland – Director of Corporate Services

Lead member: Councillor Mark Allison – Deputy Leader and Cabinet Member

for Finance

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 2015/16 and requires consideration of issues
relating to the Budget process and Medium Term Financial Strategy 2015-
2019. It is important that this consideration is not delayed in order that the
Council can work towards a balanced budget at its meeting on 4 March 2015
and set a Council Tax as appropriate for 2015/16.#

Recommendations:

1. That Cabinet notes the rolled forward MTFS for 2015 - 19.

1. That Cabinet confirm the latest position with regards to savings already
in the MTFS and agree the proposed amendments to savings set out in
Appendix 6 and incorporated into the financial implications in the draft
MTFS 2015-19.

2. That Cabinet agrees the approach to setting a balanced budget and
the basis for the setting of targets based on weighted controllable
expenditure and capacity to generate income.

3. That Cabinet agrees the proposed departmental targets to be met from
savings and income

4. That Cabinet agrees the timetable for the Business Plan 2015-19
including the revenue budget 2015/16, the MTFS 2015-19 and the
Capital Programme for 2015-19.

5. That Cabinet agrees the latest draft Capital Programme 2015-19
detailed in Appendix 5 for consideration by scrutiny in November and
notes the indicative programme for 2020-24.

6. That Cabinet note the process for the Service Plan 2015-19 and the
progress made so far.

1. Purpose of report and executive summary

1.1 This report presents an initial review of the Medium Term Financial
Strategy and updates it for development as part of the business
planning process for 2015/16.

Agenda Item 5
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1.2 The report sets out the approach towards setting a balanced budget for
2015-2019 and a draft timetable for the business planning process for
2015/16. It also proposes departmental targets to be met from savings
and income over the four year period of the MTFS.

1.3 The work undertaken in respect of reviewing capital expenditure and
resources is detailed and a draft capital programme 2015-19 is
provided for Cabinet to consider.

1.4 Cabinet are also asked to agree the timetable for the business planning
process for 2015/16.

1.5 The details in this report will be referred to the Overview and Scrutiny
Panels and Commission in November to be reported back to Cabinet in
December 2014.

Details

2. Medium Term Financial Strategy 2015-19

2.1 Background

Council on 5 March 2014 agreed the Budget 2014/15 and MTFS
2014-18. Whilst a balanced budget was set for 2014/15 and indicated
for 2015/16, there were gaps remaining in the other years which need
to be addressed, as shown in the following table:-

(cumulative
figures)

2014/15
£000

2015/16
£000

2016/17
£000

2017/18
£000

Budget Gap 0 0 7,351 15,246

2.2 The initial phase of the business planning process is to re-price the
MTFS and roll it forward for an additional year. Development of the
MTFS in recent budget processes allowed for various scenarios on a
range of key variables to be modelled and it is intended to do the same
this year and where feasible, to improve the approach to modelling.

2.3 Review of Assumptions

The pay and price calculations have been reviewed using the approved
budget for 2014/15.

2.3.1 Pay
The current assumptions regarding pay inflation incorporated into the
MTFS are

" 1% in 2015/16 and 1.5% in 2016/17, 2017/18 and 2018/19.

Page 2



In the Spending Round 2013, the government announced that public
sector pay awards will be limited to an average of up to 1 per cent in
2015-16.

In the light of this, provision for pay inflation has been recalculated
using 2014/15 budgets, and the following adjustments are required:-

Provision for Pay Inflation:

2015/16 2016/17 2017/18 2018/19

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

Pay inflation in MTFS
(cumulative £000)

807 2,018 3,228 4,439

Revised pay inflation (%) 1% 1.5% 1.5% 1.5%

Revised estimate
(cumulative £000)

837 2,093 3,349 4,605

Change (cumulative £000) 30 75 121 166

It is difficult to gauge how pay awards will turn out over the business
planning period. Central Government have indicated their intention to
maintain the period of pay restraint until the national deficit is cleared,
whilst unions have begun to take industrial action in order to seek
improved pay for their members. The position will be kept under review
throughout the business planning process.

2.3.2 Prices
The current assumptions regarding price inflation incorporated into the
MTFS are

# 1.5% in 2015/16, 2016/17, 2017/18 and 2018/19.

The level of inflation has fallen below the Government’s 2% target. CPI
annual inflation was 1.2% in September 2014, which is down from
1.5% in August 2014. The August 2014 Inflation Report was published
on 13 August. The MPC expects inflation to “remain at, or slightly
below, 2%, before reaching the target at the end of the forecast
period…..as the economy normalises, Bank Rate will need to start to
rise in order to achieve the inflation target. But the MPC has no pre-set
course. The path of Bank Rate will depend on how the expansion
proceeds and how the inflation outlook evolves.” In the MPC minutes
published on 17 September, the MPC noted that “looking ahead, Bank
staff expected twelve-month inflation to fall slightly further, reflecting the
higher exchange rate, lower crude oil prices, and some utility price
base effects. It was then expected to pick up a little towards the end of
the year.”

However, the unexpected fall to 1.2%, a five year low, may push back
the timing of the anticipated increase in Bank Rate.
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The provision for price inflation has been reviewed using the budgets
for 2014/15 as the majority of contracts are based on RPI increases
which is currently 2.3%.

The latest projections are included in the following table:-

Provision for Price Inflation:

2015/16 2016/17 2017/18 2018/19

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

Price inflation in MTFS
(cumulative £000)

2,250 4,500 6,750 9,000

Revised estimate
(cumulative £000)

2,312 4,626 6,941 9,255

Change (cumulative £000) 62 126 191 255

2.3.3 Inflation > 1.5%:
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.

2015/16
£000

2016/17
£000

2017/18
£000

2018/19
£000

Inflation exceeding 1.5% 880 877 873 873

The cash limiting strategy is not without risks but if the Government’s
2% target levels of inflation were applied un-damped across the period
then the budget gap would increase by c.£3m by 2018/19.

2.3.4 Growth
The amount of growth included in the budget has been substantially
reduced over the past three years. The current forecast includes £1m
in 2015/16 for pressures in People services but no further growth over
the MTFS period. Given the scale of pressures from inflation, the
capital programme and grant losses this is the maximum that can be
sustained and service pressures must be managed within the base
budget and any additional Government or NHS funding.

2.4 Income

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

2015/16
£000

2016/17
£000

2017/18
£000

2018/19
£000

Income 669 1,339 2,008 2,676

2.4.2 These have been reviewed using 2013/14 outturn figures and a 2%
increase would be £0.732m. The new departmental totals compared to
those included in the MTFS would be as follows:-

Income Included
in MTFS

Based on
2013/14
Actual

Difference

£000 £000 £000

Community & Housing 204 220 16

Corporate Services 86 94 8

Children, Schools & Families 45 55 10

Environment & Regeneration 334 363 29

Total 669 732 63

2.4.3 Over the four years of the MTFS, the new cumulative totals would be

Income based on 2% p.a
increase

2015/16
£000

2016/17
£000

2017/18
£000

2018/19
£000

Income 732 1,464 2,196 2,928

A departmental summary is shown in paragraph 3.5 and Appendix 3 of
this report.

2.5 Pension Fund

2.5.1 The Government believes that there is scope for significant savings to
be achieved through reform of the Local Government Pension Scheme.
The new Local Government Pension Scheme which came into effect
on 1 April 2014 is the first scheme to be introduced that follows Lord
Hutton’s principles for reform as enacted in the Public Service
Pensions Act 2013.

2.5.2 The Government has recently consulted local authorities and other
interested parties in its consultation paper “Local government pension
scheme – opportunities for collaboration cost savings and efficiencies”.
The consultation sets out the evidence for proposals for reforms to the
Local Government Pension Scheme and opportunities to deliver
savings for local taxpayers. The Government seeks respondents’ views
on the proposals set out and asks respondents to consider how if
adopted, those reforms might be implemented most effectively. Merton
is working with London Councils on the potential for Collective
Investment Vehicles to gain economies of scale from pooling
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investments whilst leaving local boroughs in charge of fund decision
making.

2.5.3 Any potential budget implications for Merton will be advised in reports
on the Business Plan when more information becomes available.

2.5.4 The next revaluation of the fund is due to be implemented in 2017/18.
The impact of this will be closely monitored in the intervening period.

2.6 Forecast of Resources and Local Government Finance Settlement

2.6.1 Background
Prior to 2013/14 the main source of government funding was known as
formula grant and comprised Revenue Support Grant, and business
rates being the authority’s share of the national pool. Since 2013/14, a
local authority’s share of the local government spending control total is
referred to as its Settlement Funding Assessment (SFA). It comprises
of its Revenue Support Grant and baseline funding level (Business
Rates).

2.6.2 Each year in December, the Department of Communities and Local
Government (DCLG) notifies local authorities of their Provisional Local
Government Finance Settlement. The final Settlement figures are
published the following January/February but are generally unchanged
from the provisional figures. The total amount of funding available for
local authorities is essentially determined by the amount of resources
that Central Government has allocated as part of its annual
Departmental Expenditure Limit.

2.6.3 As part of last year’s Settlement, final figures were announced for
2014/15 and provisional figures provided for 2015/16. These were used
in the MTFS approved by Council on 5 March 2014.

2.6.4 Funding Forecast for 2015/16
On 22 July, the DCLG issued a consultation paper “Local Government
Finance Settlement 2015/16 – Technical Consultation” seeking views
on detailed technical proposals for the 2015/16 Settlement. The
consultation period lasted for ten weeks and ended on 25 September.
A summary of the paper is set out in Appendix 2.

2.6.5 To summarise, it indicates that, if the proposals are implemented, the
financial effect on Merton’s Settlement Funding Assessment in 2015/16
is a reduction of £74,000 on the figure included in the MTFS approved
by Council in March. This is due to a reduction of £68,000 for the
Carbon Reduction Commitment Adjustment and £6,000 arising from
the Council Tax Freeze Grant 2014/15.

2.6.6 In the paper, the DCLG indicate that the provisional settlement for
2015-16 will be issued for consultation in the usual manner at the end

Page 6



of 2014 (usually December). They will consult on proposals for the
2016-17 settlement in the light of the Budget and Spending Review so
this suggests that indicative 2016/17 figures will not be provided until
after the General Election in May 2015.

2.6.7 Funding Forecasts for 2016/17 to 2018/19
Since Council in March, the Government has presented its Budget
2014. This gave firmer forecasts of Government spending plans up to
2018/19.

2.6.8 Forecasting resources for 2016/17 and beyond is fraught with
difficulties since it requires making assumptions about a wide variety of
variables which the Government are not prepared to release at the
current time. These include indications of resources provided to
Government Departments in their Departmental Expenditure
Limits(DELs). In recent years, the Government has protected some
departments (Overseas Aid, Education and Health) and this has meant
that other areas such as local government have borne the brunt of the
cuts in public sector funding.

2.6.9 The latest forecast of resources for 2015/16 – 2018/19 is included in
the draft MTFS set out in Appendix 1. These figures assume:-

" The latest figures for 2015/16 included in the Government ‘s
consultation paper “Local Government Finance Settlement 2015/16
– Technical Consultation”

" The total spending figures from 2015/16 to 2018/19 published by
the Government in the Budget 2014

" The estimated and planned Government Departmental Expenditure
Limits (Resource DELs) published for 2015/16

" Government departments that have previously been protected (i.e.
overseas aid, education and health ) continue to be ring-fenced at
the same level as for 2015/16 for 2016/17 to 2018/19

2.6.10 The change in the resource forecast in the MTFS since Council in
March 2015 and the latest draft MTFS in Appendix 1 is set out in the
following table:-

Forecast Settlement Funding
Assessment

2015/16
£000

2016/17
£000

2017/18
£000

2018/19
£000

Council 5 March 2014 (64,171) (60,852) (59,556) (58,365)

Latest Draft MTFS (Appendix 1) (64,097) (58,038) (51,088) (48,503)

Change – Reduction in funding 74 2,814 8,468 9,862

2.6.11 Officers will continue to analyse all of the available information, from
sources such as the Institute of Fiscal Studies (IFS) and London
Councils, to produce as accurate forecasts of resources as possible.
This will entail making assumptions about the extent to which
Government ring-fencing will continue. Figures will be updated
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throughout the business planning process as more information
becomes available.

2.6.12 There will continue to be uncertainty on the level of funding beyond
2015/16 until after the General Election which will take place in May
2015.

2.7 Council Tax and Collection Fund

2.7.1 Council Tax
The Council Tax income forecast in the current MTFS assumes that the
Council Tax Base will increase by 0.5% per year with a collection rate
97%. It also assumes a freeze in Council Tax over the period of the
MTFS. The Government have indicated that £0.868m of Council Tax
Freeze Grant would be available in 2015/16 if the Council Tax is
frozen, but there is no guarantee that this funding will continue beyond
2015/16. A 1% increase in Council Tax would increase yield by
c. £0.750m

Based on the latest details on collection rates it is considered that an
increase of 0.25% in the collection rate to 97.25% can be justified. The
implications of this for the estimated council tax yields are set out in the
following table:-

Council Tax Yield 2015/16
£000

2016/17
£000

2017/18
£000

2018/19
£000

Council 5 March based on
97% collection rate

(75,425) (75,802) (76,181) (76,562)

Based on 97.25% collection
rate

(75,619) (75,997) (76,337) (76,759)

Change (194) (195) (196) (197)

2.7.2 Collection Fund
The share of the collection surplus/deficit for Council Tax and NNDR
based on the estimated Collection Fund balance at 31 March 2014 are
summarised in the following table:-

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
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2.7.3 Merton’s share of the surplus (council tax) and deficit (NNDR) were
built into the MTFS agreed by Council in March 2014.

2.7.4 Since then, the Council has closed its 2013/14 accounts and produced
audited accounts as at 31 March 2014. The audited accounts for
2013/14 include the following surplus/deficit for Council Tax and NNDR
as at 31 March 2014:-

Surplus/
(deficit) as at

31/03/14
Outturn

Surplus/
(deficit) as at

31/03/14
Outturn

Total
surplus/

(deficit) as
at 31/03/14

Council Tax NNDR

£000 £000 £000

Central Government N/A (1,051) (1,051)

GLA 1,222 (420) 802

Merton 4,446 (631) 3,815

Total 5,668 (2,102) 3,566

2.7.5 The overall change in shares of surpluses/deficits is:-

Surplus/
(deficit) as at

31/03/14

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 (431) (431)

GLA (44) (172) (216)

Merton (162) (259) (421)

Total (206) (862) (1,068)

2.7.6 The net change in Merton’s share of the surplus/deficit is therefore:-

Estimated
Surplus/

(deficit) as at
31/03/14

Outturn
Surplus/

(deficit) as at
31/03/14

Surplus/
(deficit) as
at 31/03/14

Change

£000 £000 £000

Council Tax 4,608 4,446 (162)

NNDR (372) (631) (259)

Total 4,236 3,815 (421)

2.7.7 There is no change to the surplus/deficit figures agreed for 2014/15 as
all variations are managed via the Collection Fund. However, the net
deficit of £0.421m will need to be taken into account when calculating
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the Merton General Fund’s share of any surplus/deficit due to/from the
Collection Fund in 2015/16.

2.7.8 The calculation of the estimated surplus/deficit on the Collection Fund
as at 31 March 2015 will be made later in the budget process when key
variables are firmed up and council tax base and NNDR returns have
been completed. Until this time, the net deficit of £0.421m will be
included in the draft MTFS for 2015/16.

2.8 Re-priced MTFS 2014-18

2.8.1 Taking into account the latest available information as summarised in
this report, the opening position for the re-priced MTFS is set out in the
following table:-

(cumulative
figures)

2015/16
£000

2016/17
£000

2017/18
£000

2018/19
£000

Budget Gap 732 10,185 23,760 31,888

2.8.2 A more detailed MTFS is included as Appendix 1. As can be seen from
paragraph 2.4 of this report, the gap in 2015/16 is equivalent to an
increase in income for fees of charges of 2%. However, where
departments are unable to increase income at this time, savings
proposals can be substituted in their place. The extent to which
income/savings cannot be raised to balance the budget in 2015/16, will
be met by re-profiling reserves but clearly this is a short-term fix as they
can only be used once and departments will be required to meet their
targets at a later date over the period of the MTFS.

2.8.3 The gap over the four year period is about £32m which is substantial
and reflects the latest projections of government funding. There are
risks involved from the current economic situation which may increase
the gap and similarly, use of reserves to fund the gap only provides
one-off funding and there is still a necessity to find ongoing savings in
future years to maintain a balanced budget.

2.8.4 The flexibility introduced to enable service departments to look at
income increases and savings proposals together should result in more
effective planning. It still ensures that the capacity of each department
to generate income and identify expenditure reductions is reflected in
the targets set.

2.8.5 A summary of the targets analysed over savings targets previously set
but not met, new savings targets based on controllable expenditure,
and income targets based on latest income capacity is included as
Appendix 3.
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2.9 Summary

2.9.1 There has been a substantial improvement in the council’s strategic
approach to business planning in recent years and it is important that
this is maintained. Planning should be targeted towards the
achievement of a balanced budget over the four year MTFS period
rather than on a single year as has been the norm previously. The
progress made in reducing the gap to more manageable levels has to
be continued this year.

2.9.2 Progress made in recent years in identifying savings over the whole
period of the MTFS has reduced pressure on services to make short-
term, non-strategic cuts. However, because there is still a sizeable gap
over the four year period, there is a need to set savings targets aimed
at eliminating this gap.

3. Approach to Setting a Balanced Budget

3.1 This is the initial report on the business planning process for 2015/16
and there is a great deal of work to be done, including the following key
areas that are expected to be at the forefront.

a) Review of Outturn 2013/14 and Current Budget and Spending 2014/15

There may be issues identified during the final accounts process and
from monthly monitoring that have on-going financial implications which
need to be addressed in setting the budget for 2015-19.

b) Review of Central Items
All central items will be closely reviewed to assess the implications for
2015-2019.

c) Further Departmental Savings/Income Targets
Targets will need to be set, particularly for latter years of the forecast
period, for each department based upon their controllable budget and
capacity to generate additional income and reflecting the scale of
reduction already experienced. Draft targets are discussed in
paragraph 3.5.5.

d) Review of funding
It is too soon in the financial year to accurately predict what the
ongoing impact, particularly over a four year period, will be but the
information will be updated during the business planning process. It is
going to be difficult to forecast resources for 2016/17 and beyond
because of the lack of information available, pending the General
Election in 2015.

e) Capital Programme 2015-19
Changes in the capital programme may arise due to slippage, re-
profiling and addition/deletion of schemes. This will have an impact on
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the capital financing costs of the programme. There is a more detailed
analysis and discussion of capital related issues in Section 4 of this
report.

3.2 Formula Grant and Business Rates Retention

3.2.1 Further analysis and review in the current year will be undertaken to try
to improve forecasting, particularly over the longer term.

3.3. Localising support for Council Tax/Technical Reforms of Council Tax

3.3.1 Any continuing impact of these changes will be assessed during the
year and any adjustments to the MTFS will be made accordingly.

3.4 Approach to balancing future years budgets.

3.4.1 The draft budget gap in 2015/16 is currently balanced assuming use of
reserves of c.£4m and that departments achieve their income targets.
However, it is also dependent on c. £13 m of pre agreed savings being
achieved in 2014/15 and 2015/16. It is imperative that firm discipline is
maintained in delivering these and departments should be beginning
the planning for delivering 2015/16 savings now. Where difficulties are
foreseen with any 2014/15 or 2015/16 savings then alternative
measures must be identified before the 2015/16 budget is set.

3.4.2 If the outstanding savings and income targets are delivered then it may
remain possible to balance 2015/16 without requiring further service
savings in that year through the impact of changes in capital financing,
potential grant income and adjusting profiling of planned use of
reserves set aside to balance the budget. Some aspects of this have
been built into the latest MTFS model but more work is required.

3.4.4 Savings will however be required to balance budgets from 2016/17
onwards and targets will need to be set for this and options brought
forward during the budget process.

3.4.5 It should also be recognised that in setting the 2014/15 budget not all
savings targets were achieved. Prior to modelling options against the
controllable budgets will be the identification by departments of the
underachieved 2014/15 and future year targets where reductions were
not agreed by members.

3.4.6 Last year the savings targets set were:-
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3.4.7 Council agreed, on 5 March 2015, the following savings which were
incorporated into the MTFS:-

IDENTIFIED SAVINGS BY
DEPARTMENT

2015/16
£000

2016/17
£000

2017/18
£000

Total
£000s

Corporate Services 291 412 493 1,196

Children, Schools and Families 150 7 325 482

Environment and Regeneration 535 125 125 785

Community and Housing 321 814 484 1,619

Total Savings 1,297 1,358 1,427 4,082

Total Cumulative Savings 1,297 2,655 4,082

3.4.8 Therefore, targets were agreed for service departments that were not
fully achieved. The initial budget balancing step is for departments to
fully deliver the saving levels agreed in setting last year’s budget

SHORTFALL OF SAVINGS BY
DEPARTMENT

2015/16
£000

2016/17
£000

2017/18
£000

Total
£000s

Corporate Services 5 1,095 772 1,872

Children, Schools and Families 115 1,337 804 2,256

Environment and Regeneration 110 3,151 2,627 5,888

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

Total Savings 400 7,261 5,812 13,473

Total Cumulative Savings 400 7,661 13,473

3.4.9 The small shortfall in 2015/16 was managed by adjusting the use of
reserves profile. However, the shortfall will form part of the calculation
of future year’s targets.

3.5 Controllable budgets and Savings Targets for 2015-19

3.5.1 In addition, work has been undertaken to revise the controllable
budgets for each department, based on the 2014/15 budgets set.
These can be used to allocate savings to balance the budget over the
MTFS period.

3.5.2 The controllable budgets for each department, including weightings
used as for previous years which reduce the impact on Adult Social
Care, Children’s Social Care and vulnerable groups, are set out in the
following table:-

2014/15
£000

2015/16
£000

2016/17
£000

2017/18
£000

Total
£000

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

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

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

Community and Housing 0 491 2,492 2.093 5,076

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

Cumulative 0 1,697 10,316 17,555
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USING 2014/15 BUDGETS Controllable

Expenditure Weighting Weighted

2014/15 by dept. Controllable

£000 No. £000

Corporate Services 20,063 1.50 30,095

Children, Schools and
Families

30,187 0.75 22,640

Environmental Services 28,744 1.50 43,116

Community and Housing 53,025 1.00 53,025

Total: Controllable 132,019 148,876

3.5.3 As for last year, it is expected that departments should first of all
address the savings which they did not meet from the 2014/15 targets.
Therefore, if £13.473m and £2.928m (4 Year income targets impact on
the MTFS) are deducted from the remaining gap of £31.968m in the
updated MTFS in Appendix 1, this means that a balance of £15.567m
that remains has to be allocated using the new controllable budgets set
out in the table in paragraph 3.5.2.

3.5.4 Including income, the total targets for each department are:-

SUMMARY OF
SAVINGS/INCOME
TARGETS

Savings
not found

in
2014/15
Budget
Round

New
Savings

Sub-total:
Savings
Targets

Income
Targets

Total

£000 £000 £000 £000 £000

Corporate Services 1,872 3,148 5,020 376 5,396

Children, Schools and Families *2,356 2,367 4,723 220 4,943

Environment and Regeneration 5,888 4,508 10,396 1,452 11,848

Community and Housing 3,457 5,544 9,001 880 9,881

Total Savings 13,573 15,567 29,140 2,928 32,068

Cumulative 13,573 29,140 32,068

* includes shortfall on replacement savings (para.3.6.3 and para.3.6.4 refer)

3.5.5 Giving departments flexibility to identify savings or increase income to
meet their targets is desirable and the targets set are based on a
detailed analysis of each department’s capacity to generate income or
find savings from budgets that they have control over. The targets in
the following table reflect this:-

TARGETS ALLOCATED TO DEPARMENTS
TO BE MET FROM SAVINGS AND INCOME

2015/16
£000

2016/17
£000

2017/18
£000

2018/19
£000

Total £000

Corporate Services 94 1,686 2,175 1,441 5,396

Children, Schools & Families 55 1,977 1,844 1,067 4,943

Environment & Regeneration 363 4,329 4,866 2,290 11,848

Community & Housing 220 2,935 4,136 2,590 9,881

Total Income 732 10,927 13,021 7,388 32,068

Cumulative 732 11,659 24,680 32,068
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3.5.6 An analysis of how the targets are built up is provided in Appendix 3.

3.6 Replacement Savings

3.6.1 In recent years, the introduction of multi-year financial planning has
resulted in savings agreed in a particular financial year having an
impact on future years. These have been incorporated into the
Council’s Medium Term Financial Strategy. The full year effect of
savings in the current MTFS from 2015/16 onwards is shown in the
following table:-

2015/16
£000

2016/17
£000

2017/18
£000

2018/19
£000

Total £000

Corporate Services 1,040 1,298 493 400 3,231

Children, Schools &
Families

781 257 325 0 1,363

Environment &
Regeneration

1,637 978 125 0 2,740

Community & Housing 1,085 2,422 484 0 3,991

Total 4,543 4,955 1,427 400 11,325

Cumulative total 4,543 9,498 10,925 11,325

3.6.2 Monitoring of the delivery of savings is important and it is essential to
recognise as quickly as possible where circumstances change and
savings previously agreed are either not achievable in full or in part or
are delayed.

3.6.3 Proposed Amendments to Previously Agreed Savings

Children, Schools and Families
Proposed revision and replacement of savings in 2015/16. Details of
these proposed changes are set out in Appendix 6.

Environment and Regeneration
A deferral of savings agreed previously (ER07 and EN09) is proposed.
Details of these proposed changes are set out in Appendix 6.

Community and Housing
There will be some amendments to previously agreed savings which
will come to 10 November Cabinet and to the following round of
scrutiny.

Equalities impact assessments will be available for scrutiny where
required.

3.6.4 Summary
The overall effect of the proposed amendments is set out in the
following table:-
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Children, Schools &
Families

2015/16
£000

2016/17
£000

2017/18
£000

2018/19
£000

Total
£000

Savings removed 301 90 0 0 391

Replacement Savings (201) (90) 0 0 (291)

Net CSF changes 100 0 0 0 100

Environment &Regeneration

Savings deferred 240 (240) 0 0 0

Net E&R Changes 240 (240) 0 0 0

Net Change 340 (240) 0 0 100

NET CUMULATIVE CHANGE 340 100 100 100

4. Capital Programme for 2015-19

4.1 Since the capital programme was approved by Council in March 2014
and the revenue implications built into the MTFS, there have been a
number of amendments arising from outturn 2013/14, monthly
monitoring and a review by project holders. There has been a great
deal of effort made to ensure that the capital programme set is realistic,
affordable and achievable within the capacity available. This has been
accompanied by improved financial monitoring and modelling of the
programme’s costs over the period of the MTFS which has enabled the
budgets for capital financing costs to be reduced and therefore scarce
resources to be utilised more effectively.

4.2 It is important to ensure that the revenue and capital budgets are
integrated and not considered in isolation. The revenue implications of
capital expenditure can quickly grow if the capital programme is not
contained within the Council’s capacity to fund it over the longer term.
For example, the capital financing costs of funding £1m (on longer-life
assets and short-life assets financed in 2015/16) for the next four years
of the MTFS would be approximately:

Capital financing costs of
£1m over the MTFS period

2015/16
£000

2016/17
£000

2017/18
£000

2018/19
£000

Longer life Assets 20 73 72 71

Short-life assets 20 236 228 220

4.3 The bidding process for 2018/19 was launched at the Capital
Programme Board on 20 May 2014.

4.4 The current capital provision and associated revenue implications in
the currently approved capital programme, based on August monitoring
information, are as follows:-

2015/16
£000

2016/17
£000

2017/18
£000

2018/19
£000

Capital Programme 47,394 35,618 29,045 34,773

Revenue Implications 13,762 14,653 15,935 17,530
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4.5 Review of Children, Schools and Families Capital Provision
4.5.1 There are potentially significant changes required to the current capital

programme arising from CSF’s review of the latest projections on future
school provision.

4.5.2 The current capital provision for the currently approved Children,
Schools and Families capital programme for primary, secondary and
SEN expansion, based on August monitoring information, is as
follows:-

2015/16
£000

2016/17
£000

2017/18
£000

2018/19
£000

Capital Programme 14,698 21,487 20,799 26,978

4.5.3 This programme is prior to the review of primary, secondary and
SEN expansion provision and accompanying inflation contingency. It
includes the provision of a new school costed at £26.587m. However
revised projections in pupil numbers mean that 6 secondary forms and
2 primary forms have been removed.

4.6 In order to simplify the decision making process of what is a potentially
complex set of scenarios, the capital and revenue implications of each,
compared with the August monitoring position, are set out individually
as follows:-

a) Review of CSF Expansion Programme

2015/16
£000

2016/17
£000

2017/18
£000

2018/19
£000

Capital Programme:
- Change in Primary Expansions 0 (200) (3,250) (3,200)
-Change in Secondary Expansions 0 (100) (2.200) (6,399)
-Change in SEN Expansions 100 0 3,000 0
-Inflation Contingency 164 1,943 1,867 2,066

Total Capital Implications 264 1,643 (583) (7,533)

Revenue Implications 1 15 100 (67)

The full details of the changes in capital provision required up to
2023/24 are set out in Appendix 5.

b) Non-School Expansion Schemes
The roll forward of other departments schemes has had a lower impact,
and are also included in Appendix 5.

4.7 The change in the capital programme since Council in March 2015 is
summarised in the following table:-
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2014/15
£000

2015/16
£000

2016/17
£000

2017/18
£000

2018/19
£000

Capital Programme:
- As approved by Council 54,545 38,787 33,927 29,040 34,767
- Revised Position with Slippage
revisions and new schemes

49,717 48,016 37,320 28,521 29,579

Change (4,828) 9,229 3,393 (519) (5,188)

Revenue impact
As approved by Council 13,581 14,208 15,838 18,042 19,901
Revised 13,473 13,764 14,679 16,061 17,555

Change (108) (444) (1,159) (1,981) (2,346)

5. Service Planning for 2015-19

5.1 The Service Planning process for 2015-19 has begun and a plan has
been created for each council service. These plans describe what the
service does, its plans for the future, its key performance indicators and
how its plans will take place within the budget.

5.2 There will be three versions of service plans; Interim, Draft and Final.

5.3 Interim plans have been prepared and are attached in Appendix 8
along with a copy of the Service Planning timetable (Appendix 7).

5.4 Please note that this is the starting point of the service planning
process and, therefore, these plans may well change considerably
before draft plans are presented to Cabinet on 8 December 2014 and
final plans are submitted, for approval by full Council, on 4 March 2015.

5.5 The budget figures currently shown on each plan for 2014/15 to
2017/18 will also be subject to amending when the final plans are
prepared, which will also include 2018/19 budgetary information.

6. Alternative Options

6.1 The range of options available to the Council relating to the Business
Plan 2015-19 and for setting a balanced revenue budget and fully
financed capital programme will be presented in reports to Cabinet and
Council in accordance with the agreed timetable.

7. Consultation Undertaken or Proposed

7.1 All relevant bodies have been consulted.

Page 18



8. Timetable

8.1 In accordance with current financial reporting timetables.

8.2 A chart setting out the proposed timetable for developing the business
plan is provided as Appendix 4.

9. Financial, resource and property implications

9.1 As contained in the body of the report.

9.2 The Chancellor of the Exchequer will make an Autumn Statement on 3
December 2014. It is not expected that the overall funding allocations
for 2015/16 will change materially from those previously notified and
used as the basis of this report.

10. Legal and statutory implications

10.1 As outlined in the report.

11. Human rights, equalities and community cohesion implications

11.1 None for the purposes of this report, these will be dealt with as the
budget is developed for 2015 – 2019.

12. Crime and Disorder Implications

12.1 Not applicable.

13. Risk Management and health and safety implications

13.1 There is a specific key strategic risk for the Business Plan, which is
monitored in line with the corporate risk monitoring timetable.

14. Appendices – The following documents are to be published with
this Report and form part of the Report.

Appendix 1 – Draft MTFS 2015-19: Re-priced and rolled forward
Appendix 2 – Summary of DCLG consultation paper “ Local

Government Finance Settlement 2015/16 – Technical
consultation”

Appendix 3 – Service Department Targets
Appendix 4 - Business Plan Timetable 2015-19
Appendix 5 – Details of Draft Capital Programme and changes from

current approved programme
Appendix 6 – Replacement Savings – CSF and E&R
Appendix 7 – Service Planning Timetable
Appendix 8 – Interim Service Plans
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15. Background Papers

15.1 The following documents have been relied on in drawing up this report
but do not form part of the report:

2013/14 Budgetary Control and Final Accounts Working Papers in the
Corporate Services Department.
Budget Monitoring working papers
MTFS working papers

16. REPORT AUTHOR
- Name: Paul Dale
- Tel: 020 8545 3458
email: paul.dale@merton.gov.uk
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DRAFT MTFS 2015-19: RE-PRICED AND ROLLED FORWARD

2015/16

£000

2016/17

£000

2017/18

£000

2018/19

£000

Departmental Base Budget 2014/15 144,420 144,420 144,420 144,420

Inflation (Pay, Prices) 3,179 6,778 10,380 13,979
Autoenrolment/Nat. ins changes 0 1,000 2,000 2,000
FYE – Previous Years Savings (4,252) (9,149) (10,576) (10,576)
Replacement Savings 340 100 100 100
Income – Additional Fees/Charges 0 0 0 0
Growth 1,000 1,000 1,000 1,000
Revenuisation (510) (612) (612) (612)
Taxi card/Concessionary Fares 437 887 1,337 1,787
Education Services Grant 654 654 654 654
NHS t/f of Social Care Funding (100) (100) (100) (100)
Other (inc. reduced service grants) 409 730 800 873

Re-Priced Departmental Budget 145,577 145,708 149,403 153,525

Treasury/Capital financing 13,764 14,679 16,061 17,555
Pensions 4,205 4,395 4,592 4,799
Other Corporate items (11,393) (12,098) (12,097) (12,097)
Levies 637 637 637 637

Sub-total: Corporate provisions 7,213 7,613 9,193 10,894

BUDGET REQUIREMENT 152,790 153,321 158,596 164,420

Funded by:
Revenue Support Grant (30,136) (24,107) (15,933) (11,988)
Business Rates (inc. Section 31 grant) (33,961) (33,931) (35,155) (36,515)
C. Tax Freeze Grant 2015/16 (868) 0 0 0
PFI Grant (4,797) (4,797) (4,797) (4,797)
New Homes Bonus (2,487) (2,000) (2,000) (2,000)
Council Tax inc. WPCC (75,912) (76,290) (76,670) (77,052)
Collection Fund – (Surplus)/Deficit 421 0 0 0

TOTAL FUNDING (147,739) (141,125) (134,555) (132,352)

GAP excluding Use of Reserves (Cumulative) 5,051 12,196 24,041 32,068

- Use of Reserves (4,319) (1,433) 0 0

GAP including Use of Reserves (Cumulative) 732 10,763 24,041 32,068

- Savings – 2014/15 shortfall 0 (7,661) (13,473) (13,473)
- Assumed income increase @ 2% (732) (1,464) (2,196) (2,928)
- New Savings 0 (1,638) (8,372) (15,667)

Gap 0 0 0 0

%**')&(+ "
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APPENDIX 2

Summary of “Local Government Finance Settlement 2015-16 – Technical
Consultation” published by the Department for Communities and Local
Government (DCLG) in July 2014

1. This consultation seeks views on detailed technical proposals for the local
government finance settlement for 2015-16.

2. The main areas covered concerns those announced in the Spending
Round 2013 for 2015-16 including:-

" continued compensation for the reduced income from business rates
as a result of the 2% cap on the small business rates multiplier
announced at Autumn Statement 2013

" continued protection for authorities which froze council tax in 2014-15

" continued protection through Efficiency Support Grant for the small
number of local authorities with revenue spending power reductions
greater than 6.9% in 2014-15

" increased additional funding for the most rural authorities

3. The consultation proposes the following detailed changes:-

" Compensation for the 2% cap on the small business multiplier
announced at the 2013 Autumn Statement to continue in 2015-16,
calculated on the basis of the reduction to estimated retained income,
as in 2014-15

" Council tax freeze grant for 2014-15 to be rolled in and combined with
the 2013-14 grant in a single element (in line with previous
commitments to authorities which freeze council tax)

" Efficiency Support Grant for 2014-15 to be rolled in subject to
satisfactory performance, as announced at the 2014-15 settlement

" 2014-15 Rural Services Delivery Grant (£2m) to be rolled into the
settlement and combined with the existing rural funding element

" Adjustment to funding for authorities which have fallen below the
threshold for participation in the Carbon Reduction Commitment
Energy Efficiency Scheme, to take account of the loss in tax revenue
to the Treasury, as previously consulted on in summer 2013

4. The DCLG have provided exemplifications setting out the financial effect
of these changes on each authority.

5. The DCLG have indicated that they will consult later in the year on other
aspects of future local government funding, including in particular the new
burdens funding for the administrative changes required by the localisation
of council tax support. The Department for Health will also be formally
consulting in parallel on the development of the formula for funding
deferred payments for adult social care and assessment for the cap on
payment for care, following the Care Act 2014.
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6. The DCLG have confirmed that “the provisional settlement for 2015-16
will be issued for consultation in the usual manner at the end of 2014. We
will consult on proposals for the 2016-17 settlement in the light of the
Budget and Spending Review.”

7. The financial effects on Merton of the proposals are estimated to result
in a reduction in funding of £74,000, arising from a Carbon Reduction
Commitment Adjustment of £68,000 and a £6,000 reduction in Council
Tax Freeze Grant for 2014/15.

8. The consultation ran for ten weeks from 22 July 2014 25 September
2014.
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APPENDIX 3

TOTAL SAVINGS REQUIRED ALLOCATED TO

DEPARMENTS

Balance of

2014/15

Savings

New

Savings

Income

Targets
Total

£000 £000 £000 £000

Corporate Services 1,872 3,148 376 5,396

Children, Schools and Families 2,356 2,367 220 4,943

Environment and Regeneration 5,888 4,508 1,452 11,848

Community and Housing 3,457 5,544 880 9,881

Total Savings 13,573 15,567 2,928 32,068

Cumulative 13,573 29,140 32,068

BALANCE OF 2014/15 SAVINGS
2015/16

£000

2016/17

£000

2017/18

£000

2018/19

£000
Total £000

Corporate Services 0 1,100 772 0 1,872

Children, Schools and Families 0 1,552 804 0 2,356

Environment and Regeneration 0 3,261 2,627 0 5,888

Community and Housing 0 1,848 1,609 0 3,457

Total Savings 0 7,761 5,812 0 13,573

Cumulative 0 7,761 13,573 13,573

NEW SAVINGS TARGETS 2015/16
2015/16

£000

2016/17

£000

2017/18

£000

2018/19

£000
Total £000

Corporate Services 0 492 1,309 1,347 3,148

Children, Schools and Families 0 370 985 1,012 2,367

Environment and Regeneration 0 705 1,876 1,927 4,508

Community and Housing 0 867 2,307 2,370 5,544

Total Savings 0 2,434 6,477 6,656 15,567

Cumulative 0 2,434 8,911 15,567

INDICATIVE INCOME TARGETS ALLOCATED

TO DEPARMENTS

2015/16

£000

2016/17

£000

2017/18

£000

2018/19

£000
Total £000

Corporate Services 94 94 94 94 376

Children, Schools & Families 55 55 55 55 220

Environment & Regeneration 363 363 363 363 1,452

Community & Housing 220 220 220 220 880

Total Income 732 732 732 732 2,928

Cumulative 732 1,464 2,196 2,928

TARGETS ALLOCATED TO DEPARMENTS TO

BE MET FROM SAVINGS AND INCOME

2015/16

£000

2016/17

£000

2017/18

£000

2018/19

£000
Total £000

Corporate Services 94 1,686 2,175 1,441 5,396

Children, Schools & Families 55 1,977 1,844 1,067 4,943

Environment & Regeneration 363 4,329 4,866 2,290 11,848

Community & Housing 220 2,935 4,136 2,590 9,881

Total Income 732 10,927 13,021 7,388 32,068

Cumulative 732 11,659 24,680 32,068
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Appendix 7

2015-19 Service Planning Timetable

Due dates Action

10 October Despatch to Cabinet

20 October Interim Service Plans Presented to Cabinet

S
c
ru
ti
n
y
re
v
ie
w

27 October
(despatch date)

Children and Young People scrutiny panel (4 November)
review Interim plans

4 November 2014
(despatch date)

Healthier Communities & Older People scrutiny panel
(12 November) review Interim plans

3 November
(despatch date)

Sustainable Communities scrutiny panel (25 November)
review Interim plans

17 November
(despatch date)

Overview and Scrutiny (25 November) review Interim
plans

28 November Draft Service plans Despatch to Cabinet

8 December Cabinet to review all Interim Service Plans

S
c
ru
ti
n
y
re
v
ie
w

5 January
(despatch date)

Children and Young People scrutiny panel (13 January )
reviewing Draft plans

6 January
(despatch date)

Healthier Communities & Older People scrutiny panel (14
January) reviewing Draft plans

31 December
(despatch date)

Sustainable Communities scrutiny panel (8 January)
reviewing Draft plans

21 January
(despatch date)

Overview and Scrutiny (29 January) reviewing Draft plans

6 February Final Plans despatched to Cabinet

23 February
(despatch date)

Full Council (4 March) to sign off Final Service Plans
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ro
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c
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d
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c
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c
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c
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c
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c
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c
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p
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c
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b
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c
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p
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b
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c
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c
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b
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c
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c
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b
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c
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c
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ra
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ro
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c
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c
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b
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c
il
to
d
e
liv
e
r
s
e
rv
ic
e
s
in
th
e
m
o
s
t
e
ff
ic
ie
n
t
a
n
d
c
o
s
t
e
ff
e
c
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c
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c
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c
t
7

A
n
a
ly
s
is
o
f
a
ll
re
le
v
a
n
t
in
fo
rm
a
ti
o
n
re
la
ti
n
g
to
lo
c
a
l
g
o
v
e
rn
m
e
n
t
fi
n
a
n
c
e
.
T
h
is
w
ill
in
c
lu
d
e
d
e
ta
ils

p
ro
v
id
e
d
in
a
n
n
u
a
l
L
o
c
a
l
G
o
v
e
rn
m
e
n
t
F
in
a
n
c
e
S
e
tt
le
m
e
n
ts
,
A
n
n
u
a
l
B
u
d
g
e
ts
,
S
p
e
n
d
in
g
R
e
v
ie
w
s
a
n
d

o
th
e
r
fi
n
a
n
c
ia
l
in
fo
rm
a
ti
o
n
p
u
b
lis
h
e
d
b
y
th
e
G
o
v
e
rn
m
e
n
t.
T
h
is
in
fo
rm
a
ti
o
n
is
in
c
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c
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b
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c
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c
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c
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c
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c
u
rr
e
n
t

u
s
e
d
to
p
ro
v
id
e
G
L
,
A
P
,
P
2
P
&
A
R
fu
n
c
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c
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c
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c
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b
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p
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ro
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c
t
le
n
g
th
a
llo
w
s
fo
r
p
o
s
t
im
p
le
m
e
n
ta
ti
o
n
re
v
ie
w

T
h
is
p
ro
je
c
t
w
ill
b
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c
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c
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c
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c
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c
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b
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b
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c
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p
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b
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c
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c
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ra
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b
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b
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c
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p
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p
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c
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ro
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d
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