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1.

Summary

1.1

This report seeks approval for the Council’s annual Commissioning and Financial Plan for
2016/17 to 2018/19.

1.2

The revenue budget for 2016/17 is presented for agreement and for recommendation to Full
Council on 7 March 2016. This will meet the requirement in the Local Government Finance Act
1992 for the Council to set a budget for 2016/17 by 11 March in the preceding financial year.
The report also recommends the level of council tax for 2016/17 including the Greater London
Authority precept.

1.3

Strategy and Resources Committee is asked to consider and recommend to Council for
adoption the proposed forward financial plans, both revenue and capital, to form the updated
Medium Term Financial Strategy and Capital Programme to supporting the delivery of the
Corporate Plan.

1.4

The report also presents a proposed Treasury Management Strategy for 2016/17.

1.5

The recommended revenue budget for 2016/17, in broad terms, includes a 29% government
revenue grant reduction (RSG) of £10.0m, inflation and other costs of £3.5m and growth cost
pressures (including children’s safeguarding and adult social care) of £4.0m, which are
proposed to be balanced by savings of £9.6m, a general increase in council tax of 1.99% that
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will raise £1.6m of funding, use of central government’s additional council tax precept for adult
social care of 2% raising a further £1.6m, use of reserves of £1.4m and other changes of £3.3m.
1.6

The report recommends to Full Council a 2% council tax increase for the adult social care
‘precept’ allowed by the government (£23.27 on a Band D property or 44.8p a week) and a
further 1.99% increase (£23.16 on a Band D property or 44.5p a week). This will make the total
Sutton element of council tax £1,210.03 for 2016/17.

1.7

The medium term financial strategy over the next three years still shows that after a balanced
budget in 2016/17 savings of £7.2m in 2017/18 and a further £6.9m in 2018/19 will be required
to be identified. This is after a planned use of reserves of £5.4m over the period.

2.

Recommendations

2.1

Strategy and Resources Committee to agree the following recommendations to Full Council for
consideration at its next meeting on 7 March 2016.
Commissioning intentions
1. Agree the Strategic Commissioning Plan at appendix A;
Revenue Budget 2016/17
2. agree the proposed General Fund net budget requirement of £144.916m summarised at
appendix B and by Directorate at appendix J;
3.

agree the base budget changes set out in paragraphs 8.1 to 8.9 and summarised in
appendix C including a phased use of reserves;

4.

agree the savings proposed in appendix D;

5.

note the rent reduction of 1% as mandated by the government and agree the Housing
Revenue Account (HRA) budget 2016/17 (appendix E), including changes to service
charges and heating charges;

Capital Programme
6. approve the revised capital programme for 2016/17 to 2019/20 with a total spend of
£184.945m, including the proposed funding arrangements and policies, as set out in section
9 and appendix F;
7.

authorise expenditure to be incurred of £12.380m for the detailed 2016/17 Housing Capital
Programme (appendix F3) and £852k for Expenditure on Corporate Operational Buildings
(appendix F4);

Reserves
8. agree the policy on reserves set out in paragraphs 8.33 to 8.36 and note the reserve
movements proposed in paragraph 8.35;
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Treasury Management
9. approve the Treasury Management Strategy 2016/17 which includes the annual investment
strategy, prudential indicators and borrowing limits as set out in appendix G;
Council Tax
10. agree the council tax for 2016/17 at £1,210.03 for a Band D property, an increase of £23.27
(2%) for the adult social care ‘precept’ and £23.16 (1.99%) for general purposes;
11. approve the formal resolution at appendix H, including the council tax requirement of
£85.391m;
12. note the proposed Greater London Authority precept of £276, reduced from £295 in
2015/16;
Other
13. approve the Council’s pay policy statement for 2016/17 (appendix I);
14. approve the Members’ Allowances Scheme 2016/17 (appendix K); and
15. note that Councillors Basic Allowance and Special Responsibility Allowance will be
increased or decreased by the amount of the local government pay settlement each year
and that the Monitoring Officer be delegated authority to update the scheme to reflect any
such increase or decrease.
3.

Background

3.1

The Council uses the annual financial planning process to review and update the strategic
commissioning activities that will be delivered over the forthcoming financial year to deliver the
Corporate Plan priorities in the wider economic and policy context that the Council is currently
operating within.

3.2

The Council’s approach to commissioning and financial planning has been developing over the
past few years, moving from business planning to commissioning and financial planning. This
has led to a focus on how commissioning activity will meet Council priorities, with performance
evidenced through robust measures of success and targets. For the second year the Council
has a single strategic commissioning plan to:
●
●
●

3.3

increase the focus on a one Council joined up approach reflected in one plan rather than
Directorate specific plans;
demonstrate, with more clarity, how commissioning activity will meet the Council’s priorities;
and
take the next steps towards aligning resources to these priorities by estimating the cost of
their delivery to help ensure Council spend is aimed at delivering our priorities.

The Strategic Commissioning Plan sets out the continuing requirement for service review and
change in the light of the financial forecast and need to find further savings to address the
budget gap to 2018/19. The Council is very conscious of the need to monitor closely the
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cumulative impact of these service changes on the communities of the borough and the
Integrated Impact Assessments provide the methodology and framework by which this can be
done for all commissioning decisions and service changes. In particular this will ensure that
commissioners and decision-makers are fully aware of the equalities impacts of any planned
service changes as they consider the options available.
3.4

The 'Analyse' phase of the Council's commissioning cycle is the point at which all needs and
issues will be identified and assessed, including whether an Integrated Impact Assessment is
required for the commissioning activity under consideration. The new Commissioning
Framework will clearly set out the requirement to consider the impacts of commissioning
decisions on different groups within Sutton.

3.5

The Commissioning Board will provide challenge at identified Gateway points to ensure impacts
have been properly assessed and where appropriate, mitigating actions taken. It is anticipated
that the cumulative impact of the activity in 2016/17 will continue to place pressure on services
and further challenge the Council’s ability to match and respond as efficiently to the increasing
demand from residents. As a result, on a regular basis the board will consider the cumulative
impact of commissioning activity across the Council, this will seek to identify if any particular
groups are more likely to be affected by commissioning activity and what actions can be put in
place to mitigate this.

3.6

The 2016/17 Commissioning Plan will be published on the Council’s website and forms an
integral part of the Council’s performance management framework. The plan will be monitored
by the Council’s Commissioning Board and progress will be reported throughout the year to the
Strategy and Resources Committee on a quarterly basis through the Performance and Finance
report.

4.

National and Regional Policy Developments

4.1

Central Government continues to focus on the elimination of the deficit as confirmed in both the
Budget in July 2015 and the subsequent Spending Review announcement in November 2015.
Local Government is a part of the public sector particularly impacted by significant reductions.

4.2

The Government has committed itself to working with local authorities to promote local and subregional growth and greater devolution, building upon the City Deal agenda promoted by the
previous Coalition Government between 2010 and 2015. The Council is fully supportive of the
growth and devolution agenda and committed to working with partners on both a pan-London
and sub-regional basis.

4.3

As part of the Treasury’s consultation in the run-up to the 2015 Spending Review (SR), London
Councils and the Mayor of London collaborated on the production of The London Proposition - a
series of detailed policy proposals focused on the pan-London devolution of the following:
●
●
●

Enterprise support;
Crime and justice;
Employment and complex dependency;
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Health and care;
Housing; and
Skills.

The SR saw the announcement of the following initiatives in response to the Proposition:
●

on employment and complex dependency, the London boroughs and the Mayor will jointly
commission employment support (outside of the Jobcentre Plus regime) to assist the longterm unemployed and those with health conditions and disabilities to (re) enter work;

●

skills reform was announced in February 2015 and confirmed in the SR - Further
Education (FE) colleges will undergo an Area Based Review, undertaken on a subregional basis, leading to the rationalisation of provision; and,

●

agreement to a measure of health and social devolution in London, with the
announcement of five pilots (looking at health and care integration; health inequalities;
strategic use of land and premises; prevention; and integration of physical and mental
health services).

5.

Sub Regional Policy Developments: The South London Partnership

5.1

Sutton is part of the South London Partnership (SLP) along with the neighbouring boroughs of
Croydon, Kingston, Merton and Richmond - a sub-regional grouping committed to promoting
growth and greater well being across South London. In July 2015 the five boroughs formed a
new South London Joint Committee. Through this committee the Council will work with the other
members, the London Enterprise Panel and representatives of business, FE and Higher
Education sectors, to ensure that the new investment can have a swift and significant impact to
help strengthen and diversify our economy.

5.2

The SLP is currently (early 2016) finalising a growth strategy for the five boroughs, covering the
following themes:
●
●
●
●

the growth offer - namely jobs and housing growth - to the capital;
infrastructure needs and ambitions;
local business support and promotion; and
sustainable suburban living.

5.3

SLP is also taking a lead on the South London Area Based Review.

6.

Local Policy Context

6.1

The Corporate Plan covering the period to 2018/19 reflects the priorities for the Council. The
current priorities are:
●

An Open Council - Working collaboratively ensuring we involve and listen to residents.
Helping individuals and communities to work together and to help themselves.
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A Green Council - Making Sutton more attractive and sustainable to build on our
reputation as a green borough.
A Fair Council - Building safe, strong and healthy communities. Increasing economic
growth and investment in Sutton making it a place of choice to live and work.
A Smart Council - Transforming our ways of working to manage reduced budgets and
increasing demand. Developing an engaged, skilled and entrepreneurial workforce.

6.2

With the current pace of change in the national and regional policy context a review of the
corporate plan is proposed to take place over the next six months. The focus on ambition and
growth should be retained, but further consideration will be given to how the Council can enable
and support residents to do more for themselves ensuring that further support is provided to
build a resilient and fair borough.

6.3

This work will, in part, be informed by a LGA Peer Review, which will take place in Sutton from
the 9-12 February. This will be Sutton’s second peer review under this new self-regulation
regime and will focus on:
1.
2.
3.
4.
5.

understanding of the local place and priority setting;
leadership of place;
financial planning and viability;
organisational leadership and governance; and,
capacity to deliver.

6.4

Alongside this, the peer review team will look at Sutton’s approach to commissioning, growth
and commercialism.

7.

National Update and Impact on Sutton

7.1

The Chancellor of the Exchequer unveiled the government’s Autumn Statement on 25
November 2015, announcing the outcome of the Spending Review (SR) and setting out the
government’s spending plans from 2016 to 2020. Over the period to 2019/20, funding for local
government through the Department for Communities and Local Government (CLG) is projected
to fall by 54%. Government asserts that this will be partly offset by an projected increase in
business rates (NNDR) of 2% annually resulting in a net real terms reduction in core funding for
local authorities of 24% over the period. Taking account of potential increases in the council tax
base as well as the level of tax charged, the Office of Budget Responsibility forecast a 6.7% real
reduction in total local funding by 2020/21. It was expected that, in contrast to experience in
recent years, reductions in revenue support grant (RSG) would be applied differentially with
councils more reliant on RSG receiving smaller percentage cuts.

7.2

Other major announcements in the Spending Review included:
●

full devolution of business rates to local authorities and the phasing out of RSG, by 2020.
As the expected business rates receipts will exceed the planned total funding to local
government, this would be accompanied by transfer of other responsibilities and absorbing
of existing funding streams (such as public health grant and attendance allowances). There
would also need to be a way of addressing the distributional impact caused by variations in
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tax bases between authorities. A consultation on the details of the scheme is expected in
2016. Overall this is seen as a positive development with opportunities for local government
to take on wider responsibilities, but there is a risk that the funding transferred will be
insufficient to address the new responsibilities or predicted social care pressures;

7.3

●

no further council tax freeze grants to be offered. Referendum threshold retained, but in
addition councils with adult social care responsibilities can levy a 2% ‘precept’ to meet cost
pressures;

●

revisions to the New Homes Bonus (NHB), reducing the duration from six years to four and
changing the qualifying criteria by ‘sharpening the incentives’, including only paying for
homes above the local target and also not paying for homes that are built after a successful
planning appeal. Nationally this would save £0.75bn a year (about 65% of the total sum),
which is to be redirected into the Better Care Fund (BCF) in later years. This would impact
Sutton by about £1.5m a year in due course;

●

BCF is to be increased nationally by £1.5bn by 2019/20 half of which will be funded by redirected NHB (as above) and the other half coming from RSG topslice. Local plans for
integration of health and social care are to be developed in 2017 for implementation by
2020;

●

Public Health - indications are that £200m national in-year cut in 2015/16 will continue and
further cash reductions of 9.6% by 2020/21. If this is spread evenly across local authorities
it implies a reduction of about £0.85m in 2016/17 for Sutton compared to the baseline,
increasing to £1.7m by 2020/21;

●

Housing - Housing Benefit for social tenants to be restricted to relevant Local Housing
Allowance (i.e. the amount available to private tenants). Increased funding/devolution to
Councils re prevention and reduction of homelessness, but management fee for temporary
accommodation stopped;

●

Schools - core budget to be protected. There will be a national schools funding formula
from 2017/18 (London likely to be losers as formula may fail to reflect higher costs). The
government’s goal is to “end local authorities’ role in running schools and all schools
becoming an academy” , which is likely to require legislative change. The Education
Services Grant is to be reduced by £600m nationally (out of £815m). Some Council duties
are to be removed and there will be a consultation on the detail in 2016. Sutton currently
gets £2.2m ESG, so a proportionate reduction would be £1.5m. The timing of this is
uncertain.; and,

●

Skills - protection (in cash terms) for existing adult skills participation funding and £3bn to
be raised from an apprenticeship levy from April 2017. Councils will have to pay the levy
which will cost Sutton about £150k annually.

The provisional grant settlement for local authorities for 2016/17 was announced very late on
17 December 2015. The consultation process ended on 15 January with the final settlement
expected to be confirmed in February 2016. As in 2015/16 the government has held back part of
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the local government control total, effectively from revenue support grant (RSG) as the other
elements are indexed from a 2013/14 baseline, to finance certain items:
●
●

the expected costs of the new homes bonus (£1.275bn). Any unused portion of this is
returned to Councils through the New Homes Bonus adjustment grant; and
the business rates safety net, to protect individual authorities from any fall in business rates
that would reduce their total funding by more than 7.5% (£50m, unchanged from last year
with any balance of costs met from levy collected from tariff authorities which have
increased their business rates collected above baseline in 2015/16).

7.4

The settlement includes an offer to local government of a four year settlement covering the
period to 2019/20, with future figures subject only to adjustments for inflation assumptions
(affecting the business rate multiplier), transfer of functions and exceptional circumstances.
Councils accepting this offer would have to produce an efficiency plan details of which are not
yet certain. A four year settlement will provide a level of certainty to aid future financial planning.
Government also recognises that more funding is needed for adult social care and is allowing
authorities an additional 2% increase on council tax (for authorities with social care
responsibilities) in each of the spending review years. It is also, in later years, providing
additional resources for adult social care through the ‘improved’ Better Care Fund (albeit this is
being partly funded by reductions in new homes bonus).

7.5

A number of previously separate funding streams have been rolled in to revenue support grant
for 2016/17 and will no longer be paid separately. This means that the true reduction in funding
is greater than that implied by a simple comparison of 2015/16 to 2016/17. For Sutton the
funding streams rolled in are Care Act ‘new burdens’ funding (£1.017m in 2015/16) and lead
local flood authorities’ funding (£35k in 2015/16).
£m
Revenue Support Grant 2015/16

7.6

%

33.796

Care Act funding rolled in

1.017

Lead Local Flood funding rolled in

0.035

Adjusted 2015/16 funding

34.848

Reduction

10.097

Revenue Support Grant 2016/17

24.751

29.0

In overall terms the Settlement Funding Assessment (SFA) for Sutton in 2016/17 totals
£58.082m, comprising:
● the business rate baseline (reflecting the Government’s estimate of the 30% of business
rates collected locally that is retained in Sutton) set in 2013/14 and uprated by 1.95% in
2014/15, 1.91% in 2015/16 and a further 0.8% (September 2015 RPI) in 2016/17 £15.710m;
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the top-up grant, reflecting the difference between the 2013/14 baseline funding and the
business rates baseline, also uprated on the same basis - £17.622m; and
the revenue support grant (RSG) which has been reduced to £24.751m, a reduction of
£9.045m (26.8%) compared to 2015/16. Taking account of the rolled in grants the reduction
is £10.097m (29.0%).

7.7

SFA for 2015/16 was £66.675m, so there is an overall cash reduction of £8.593m (12.9%). After
taking account of rolled in grants, this settlement represents an effective overall reduction of
£9.645m (14.2%) compared to 2015/16, which is £1.687m higher than the reduction assumed in
the previous medium term financial plans.

7.8

It should be noted that although the business rate baseline forms part of the SFA the actual
funding available depends on the amount of business rates collected and therefore locally
retained. This is particularly affected by the impact of appeals by ratepayers against their
valuations, which can be backdated to the last revaluation in 2010. In some cases this results in
not only a reduction in the tax base going forward, but in significant refunds in respect of
business rates paid in previous years. Appeals can also take a long time to resolve. The Council
works closely with the Valuation Office Agency to understand the likely impact of appeals.

7.9

Another significant factor in determining the amount of business rates collected is the new
reliefs offered by the government as business incentives. As these are mandatory reliefs the
government compensates councils for the lost revenue through section 31 grants. Overall the
expected receipts from business rates in 2016/17 are £15.606m (£104k less than the SFA
figure). In addition s31 grants totalling £1.132m are expected, although this sum has not yet
been confirmed by the government.

7.10 Where there are differences between planned and actual business rate receipts, after adjusting
for other items such as providing for the likely future cost of appeals, this gives rise to a surplus
or deficit on the Collection Fund. For 2015/16 the projected surplus in respect of business
rates is £0.723m of which the Sutton share is £0.217m. This has been taken into account in the
2016/17 budget proposals. Going forward there is still considerable uncertainty due to the
impact of appeals. There are appeals still to be determined in respect of about £12m of
business rates receipts over the period since 2010, but the historical success rate is only around
20% and even this level may not be sustained as priority is given to appeals more likely to be
successful. There is a substantial provision for appeals which is judged sufficient to cover the
likely cost in future years as appeals are determined and this will be carefully monitored. It is not
proposed to make any further provision for deficits or surpluses in relation to business rates in
years after 2016/17.
7.11 There are also changes in other specific grants and funding outside the SFA. A further
allocation of New Homes Bonus (NHB - £776k) has been made in respect of new homes and
empty homes brought back into use in the year to October 2015. Total NHB is now £4.018m
and there will also be a small ‘adjustment grant’ which distributes any unused part of the funding
held back from the settlement to fund NHB (estimated at £80k for 2016/17, £108k in 2015/16).
The government is consulting on proposals to amend the NHB scheme which will reduce likely
allocations from 2018/19 by about £1.5m. In mid-January it was confirmed that the top-slice
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which was applied to London Borough NHB allocations in 2015/16 (£937k for Sutton) and
provided to the London LEP to be redistributed is not to be continued.
7.12 Housing Benefit administration grant has been confirmed at £733k for 2016/17 (£804k in
2015/16). Council Tax Reduction Scheme administration grant has not yet been confirmed
(2015/16 £205k) and nor has Local Reform and Community Voices grant (£99k in 2015/16,
funding Local Healthwatch and some costs associated with Deprivation of Liberty Safeguards.
7.13 It has been announced that the Better Care Fund will continue into 2016/17, but the funding
has not yet been confirmed (£11.096m in 2015/16). Also to be confirmed is the amount of the
Public Health Grant, although the indications from the SR were that the 2015/16 in-year
reduction would continue and there would be further funding cuts over the SR period. For
planning purposes it has been assumed that spending on both the BCF and Public Health will
be contained within the final funding allocations. However, it is very unsatisfactory that final
budget proposals are having to be put forward with these uncertainties remaining.
7.14 The Secretary of State’s limit for determining whether council tax increases in 2016/17 are
excessive has been set at 2%, unchanged from 2015/16. Increases at or above the announced
threshold could trigger a local council tax referendum under the terms of the Localism Act.
However, in addition to this the government have introduced a new precept flexibility for
councils with adult social care responsibilities to increase council tax by up to a further 2%,
subject to confirmation that the adult social care budget would have otherwise been lower by
that amount.
7.15 The provisional grant settlement included information comparing Councils’ ‘core spending
power’ over the spending review period. This is a revision of the previous spending power
calculations and now includes:
-

-

settlement funding assessment figures as set out above;
council tax requirement (assuming that council tax is increased in line with CPI - an
average of 1.75% per year, that the 2% additional social care ‘precept’ is added each
year and that the council tax base grows in line with the actual increases between
2013/14 and 2015/16);
New Homes Bonus (including adjustment grant);
the ‘Improved Better Care Fund’ (part of the additional £1.5bn by 2019/20 announced
in the spending review); and,
Rural Services delivery grant (not applicable to Sutton).

7.16 The government figures show a cash increase by 2019/20 compared to an adjusted 2015/16
position of £1.4m (0.9%), although this is due to £2.2m additional ‘improved BCF’ funding in
2019/20 - earlier years show cash reductions compared to 2015/16 as set out below. The cash
increase of 0.9% compares with a national average 6.7% real reduction in spending by 2020/21
projected by the Office of Budget Responsibility (see para 7.1). The Sutton figures are shown in
the table below.
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Core Spending Power 2015/16 to 2019/20 (cash)
2015/16

2016/17

2017/18

2018/19

2019/20

152.4

148.6

147.5

149.4

153.8

Change (year on year) (£m)

(3.8)

(1.1)

1.9

4.4

Change (year on year) (%)

(2.5)

(0.7)

1.3

2.9

Cumulative change from 2015/16
(£m)

(3.8)

(4.9)

(3.0)

1.4

Cumulative change from 2015/16 (%)

(2.5)

(3.2)

(2.0)

0.9

Core Spending Power (£m)

7.17 On the assumed CPI figures, this represents a real reduction of about £9.5m (6.2%) in
2019/20 compared to 2015/16. The assumptions about increases in council tax base will need
to deliver about £11.6m of extra income by 2019/20, implying growth in the base of 2,400 band
D equivalents each year. This is far higher than the locally expected increases in properties and
therefore completely unrealistic. The years which the government has used to project the base
increase include the impact of changes to the assumed collection rate and to the council tax
reduction scheme and also a campaign to identify incorrect single person discount claims, all of
which have one-off impacts on the council tax base. The true position is therefore likely to be a
spending power significantly lower than the government has projected in each year.
7.18 In relation to schools, announcements of the provisional dedicated schools grant (DSG) and
the pupil premium have been made. The DSG is split into 3 blocks, namely Schools, Early
Years and High Needs blocks. There is an allocation per pupil in the Schools block of
£4,670.41. The Early Years block has an allocation per pupil of £4,486.36 for 3 and 4 year olds
and £5,253.50 for 2 year olds and a provisional early years pupil premium allocation of £154k.
All the per pupil allocations are unchanged from 2015/16 and therefore this is a real terms
reduction in schools funding. The High Needs block is a cash limited sum set provisionally at
£31.457m (2015/16 £31.577m), less a deduction for places directly funded by the Education
Funding Agency of £4.122m (net £27.335m). In addition there is £43k funding for induction of
newly qualified teachers. This results in a provisional DSG allocation of £177.441m for 2016/17
prior to deductions for academies, compared to a 2015/16 figure of £176.685m, an overall
increase of 0.4%. The estimated net DSG after academy recoupment is £110.084m.
7.19 Pupil premium rates for 2016/17 have been set at £1,320 for Primary pupils and £935 for
Secondary pupils eligible for Free School Meals (FSM), and £1,900 for looked after children,
children who have been adopted from care or who have left care under a special guardianship
order or certain other orders. There is also a Service Premium of £300 payable for children of
members of the armed forces (all unchanged from 2015/16). The Sutton allocation for 2016/17
will not be finalised until June 2016 and will be passed on to individual schools at that time.
7.20 Education Services Grant allocations have been announced. This grant is paid to Local
Education Authorities and academies to support the cost of central education services not
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funded from the DSG. Local authorities are funded at a rate of £77 per pupil in mainstream
schools, £288.75 per place in Pupil Referral Units and £327.25 per place in special schools.
They are also funded at £15 per pupil for retained duties, for every pupil both at maintained
schools and academies. Sutton’s provisional allocation totals £1.987m and is a reduction of
£171k (7.9%) compared to the final allocations for 2015/16. The final allocation will be reduced if
further academy conversions take place. Reductions in later years have been projected based
on government announcements on the national cuts in aggregate ESG and it is expected that
Sutton’s allocations will fall to about £1m by 2018/19 and to £570k by 2019/20.
8.

8.1

Revenue Budget
Base Budget – additions and other variations
In 2015/16 and future years a flat rate of 1% has been provided for price inflation on
expenditure items and 1% on income items. This reflects the low inflation expectations over the
medium term and the Council’s experience over the last few years. A review of the scope of
items that should be routinely adjusted for inflation has resulted in a number of income lines
being removed from scope. This results in additional inflation provision of £137k being required
in 2016/17, increasing to £183k by 2018/19. The adequacy of and need for inflation provision
will be kept under review.

8.2

In relation to fees and charges on discretionary services the Council’s policy is normally to set
these at a level to recover full cost, except where there is an explicit decision to subsidise a
service to achieve a specific policy objective. The justification for any subsidy should be kept
under review in the light of changing circumstances and the achievement of agreed outcomes.
Where services are being provided on a commercial basis pricing will be based on market
levels, which may result in surpluses subject to any legal constraints relating to the service. This
approach may deliver additional income over and above the inflation assumption in future years
and this will contribute towards meeting future savings targets.

8.3

Agreement has not yet been reached on a pay settlement to take effect from 1 April 2016. The
planning assumption is for a 1% increase in each year from 2016/17 to 2018/19. In addition, the
implementation of the People Plan for 1 April 2016, as agreed by Strategy and Resources
Committee in September 2015, requires additional funding of £500k as set out in the reports to
the February and September Committee meetings.

8.4

Under the Localism Act the Council is required to publish a pay policy statement annually.
Council approved the existing pay policy statement in March 2015. The proposed revised policy
is attached at appendix I. This has been amended to reflect latest guidance and legislative
requirements. It is recommended that the revised policy is approved for publication by Full
Council on 7 March 2016. This will meet the Localism Act requirement for 2016/17.

8.5

In November 2015 the London Living Wage (LLW) was set at £9.40 an hour with effect from
April 2016, a 2.7% increase from last year’s figure of £9.15. The Council has previously decided
to adopt the LLW for employees and long-term agency staff. However, the changes to pay
structures arising from the implementation of the People Plan will already ensure that nearly all
staff will be paid above this level and there is no requirement for further budgetary provision in
2016/17. The Council has previously considered seeking accreditation as a LLW employer, but
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the potential additional costs resulting from applying LLW to contractors as well as Council staff
was judged to be prohibitively expensive and this is still the case although this will be kept under
review.
8.6

The Local Government & Housing Act 1989 and the Local Authorities (Members’ Allowances)
(England) Regulations 2003 require authorities to make a scheme for payment of allowances
to councillors and to review their members’ allowances scheme on an annual basis – taking
into account the advice of an independent remuneration panel (the panel). The panel is
organised by London Councils on behalf of all London authorities and is required to review
members’ allowances every four years as a minimum.

8.7

The London Councils Independent Remuneration Panel reported in 2014 and has not met since
the Strategy and Resources Committee reviewed the scheme on 23 March 2015 therefore no
changes are recommended to the current scheme which is attached for approval at appendix K.
Members are asked to note that Councillors Basic Allowance and Special Responsibility
Allowance will be increased or decreased by the amount of the local government pay settlement
each year as set out in the current scheme and it is recommended that the Monitoring Officer be
delegated authority to update the scheme to reflect any such increase or decrease.

8.8

In the light of the Council’s overall financial circumstances every effort has been made to keep
base budget increases to a minimum. Nevertheless, the following increases are proposed for
2016/17.
●

Looked after children placement costs £0.7m - numbers of looked after children in
placements have continued to increase, reaching 216 by December 2015 which is about 6
more than expected in February 2015. A further increase in budget is proposed. It is
recognised that this is a demand-led, volatile budget and if necessary further funding can
be provided in-year from the risk reserve which is earmarked to mitigate a range of risks
including demographic pressures on children’s social care.

●

People with no recourse to public funds £0.2m - although not at the level experienced in
some London boroughs, there is a cost pressure arising in 2015/16 from people with no
recourse to public funds, particularly children and young people, which is expected to
continue into 2016/17.

●

Temporary accommodation £0.2m - Sutton is experiencing an increased requirement for
temporary accommodation driven by changes in the benefit system and also by people with
no recourse to public funds.

●

Adult social care £0.5m - additional costs arising from Care Act implementation and price
increases on residential and nursing care placements. Can be funded from Care Act
funding held centrally.

●

Electricity costs £0.15m - electricity budgets have been reviewed across the Council and
additional provision is required. This reflects differences between general inflation and
energy prices in recent years. Gas budgets have also been reviewed, but no adjustment is
required.
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.
●

Car parking income £0.78m - car parking income budgets have been increased in
previous years and have contributed to savings targets. However, the expected additional
income from the changes to prices and tariff structures have not fully materialised and
overspends caused by under-achievement of income budgets have been regularly reported
through the performance and finance monitoring process. It is now proposed to align
income budgets with current projections. It is expected that this will eliminate the structural
overspend against budget in future years.

●

Prevent manager post £0.052m - this post, which oversees the Council’s work to
discharge its duty under the Counter-Terrorism and Security Act 2015 to have ‘due regard
to the need to prevent people from being drawn into terrorism’. The post was funded on a
temporary basis for 2015/16, but it is now clear that there is an ongoing need for the post
and base budget provision is proposed.

●

Libraries income £0.177m - current income budgets within the library service are not being
achieved, reflecting changes in library use (reduced demand for hire of CDs/DVDs, reduced
fines income due to availability of on-line renewal). It is proposed to reduce income budgets
to levels that are achievable in current conditions.

●

Leisure contract £0.2m - current budgets reflect revenue savings projected from the
contract with SLM, which began in 2012 and the renovation of Westcroft Leisure Centre
completed in 2013. The latest information suggests that achievable ongoing savings are
lower than originally projected.

●

Individual electoral registration £0.03m - the government provided one-off funding to
meet the costs of implementing individual electoral registration. It is now clear that the
ongoing costs are higher than those for the previous household registration system, but no
ongoing funding has been provided.

●

Software licensing and support £0.1m - additional costs associated with the use of
proprietary software for information management in various services within Education and
Early Intervention in the People Directorate.

●

London Local Authority Gold £0.015m - the costs of servicing the London Local Authority
Gold structure to manage the strategic response to emergencies across London are now
being shared by London local authorities in place of the previous funding by the London
Fire Brigade.

●

Concessionary fares £0.035m - Sutton’s share of the cost of the London-wide ‘Freedom
Pass’ scheme is higher than previously provided for.

●

Recyclate income £0.25m - there is a shortfall in budgeted income from recyclates,
reflecting current market conditions. It is proposed to provide for this shortfall in 2016/17
only, funded from reserves, and to review for 2017/18 in the light of conditions at that time.
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Smarter Council programme costs £0.2m - the Smarter Council programme is the
Council’s mechanism for delivering savings and service transformation. Since initiation it
has been funded from the £1m Business Change reserve set up in 2013. In order to deliver
the planned programme for 2016/17 additional funding is required, which it is proposed to
fund from the Invest to Save reserve.

The net impact of the changes in paragraphs 8.1 to 8.8 is to increase net expenditure in
2016/17 by £4.226m which exceeds the provision for growth (£1.0m) by £3.226m. The changes
are summarised at appendix C.

Savings
8.10 In the Commissioning and Financial Planning 2016/17 to 2018/19 report to the June meeting of
the Strategy and Resources Committee savings targets for Directorates totalling £27.518m over
the period to 2018/19 were agreed. These targets were in addition to the savings of £3.056m in
2016/17 and £0.341m in 2017/18 already agreed as part of the 2015/16 budget process and
would be sufficient to close the funding gap projected at that time. Since then plans to deliver
these savings have been developed and the proposals expected to achieve savings in 2016/17
have been taken into account in this report. The savings are listed in Appendix D and are
summarised below:

Directorate

Savings Proposals

Target
June
2015

Remaining

£m

£m

2016/17
over
2015/16

2017/18
over
2016/17

2018/19
over
2017/18

Total

£m

£m

£m

£m

CE’s

0.275

0.045

0.000

0.320

0.908

0.588

EHR

1.237

1.800

1.086

4.123

7.346

3.223

People

3.798

1.697

0.165

5.660

18.527

12.867

Resources

0.653

0.258

0.346

1.257

0.737

(0.520)

Total

5.963

3.800

1.597

11.360

27.518

16.150

8.11 The new proposals in this report contribute net additional savings of £11.360m over the
planning period towards the target of £27.517m.
Levies
8.12 Three external bodies (the Environment Agency, Lee Valley Regional Park Authority and the
London Pensions Funds Authority) raise levies on the Council. The levies are apportioned
between relevant boroughs according to the council tax base of each council. The estimates
currently provide for an increase of 1% over 2015/16 levels on all three levies. There have been
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recent freezes or reductions in the LVRPA and LPFA levies, although the actual levies payable
by Sutton will also depend on relative tax base changes.

Levies 2015/16 and 2016/17
Levy
2015/16

Estimated
Levy 2016/17

Change

Change

£

£

£

%

Environment Agency

155,310

156,863

1,553

1.0

Lee Valley Regional Park Authority

212,039

214,159

2,120

1.0

London Pensions Fund Authority

263,639

266,275

2,636

1.0

Total - General Levies

628,988

637,297

6,309

1.0

8.13 Final amounts for all three levies will be reported to Full Council on 7 March 2016.
Council Tax
8.14 Financial planning for the medium term reported to members has been based on no change to
council tax over the period to 2018/19. It was however noted that the budget gap could be
reduced by around £5.1m if there was a council tax rise of 1.99% in each of the next three
years. This would reduce the amount of savings the Council would have to find.
8.15 It is proposed in this report to recommend to Full Council to increase the Band D council tax in
2016/17 by 2% (£23.27 per annum) for the social care ‘precept’ permitted by the government
and by a further 1.99% (£23.16 per annum) for general purposes. This will result in a Band D
council tax of £1,210.03, an increase of £46.43 equivalent to just over 89p a week.
8.16 Taking up the 2% social care precept will help to mitigate the cost pressures faced by the
Council on adult social care, including costs arising from changes introduced in the Care Act
and other government policy changes which have not been adequately funded. The
government’s projections of the resources available to councils assume that the additional 2%
precept is applied in each of the next four years.
8.17 The rationale for applying the 1.99% increase includes:
● the overall financial position faced by the Council means that every option to reduce the
funding gap needs to be carefully considered. A council tax increase shares the burden of
addressing the funding gap across all council tax payers whereas service reductions affect
only users of the service. The Council will have to face difficult choices in terms of reducing
services in the future. This modest 1.99% increase will help to protect key services that
have a significant effect on people’s lives, for example, effective prevention and early
intervention that reduce the likelihood of vulnerable individuals moving into residential care;
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●

although council tax was increased in 2015/16, before that there had been no increase
since 2009/10. Since then prices measured by CPI have increased by 11.6% (23.0% if
measured by RPI, comparing March 2009 with November 2015). Had council tax been
increased in line with CPI it would be £1,272.98, so the proposed rate still represents a real
terms reduction over the period. The Sutton’s Future resident engagement programme
attracted many comments in support of a council tax increase as part of a strategy to close
the funding gap; and,

●

council tax is the largest major source of revenue funding that the Council can control.
However an increase of 2% or more (in addition to the 2% social care ‘precept’) would
require a local referendum before it could be implemented. In view of the cost of conducting
a referendum this would only be worthwhile if a significantly higher increase was being
proposed.

8.18 The proposed increases would result in additional council tax receipts of £3.2m in 2016/17, of
which about £1.6m relates to the income from the social care ‘precept’. The medium term
financial plans do not assume increases in future years, this will be reviewed and considered by
members as part of the future financial planning process.
8.19 There is a one-off Collection Fund undistributed surplus from 2014/15 on council tax of £1.33m,
which is proposed to be used in 2016/17.
Overall General Fund Budget Position 2016/17
8.20 The proposals set out in this report deliver a balanced budget for 2016/17 with net expenditure
of £144.9m. This is based on the assumption of levying the 2% social care ‘precept’ on council
tax and an additional increase of 1.99% and is summarised at Appendix B.
Housing Revenue Account
8.21 Local authorities that own a housing stock are required to account for their management and
maintenance separately from the General Fund in a ring-fenced Housing Revenue Account
(HRA). As with the General Fund, HRA budget estimates are set annually.
8.22 The recently introduced Welfare Reform and Work Bill contains provisions requiring landlords of
social rented housing to reduce rents by 1% from 2016/17 and by a further 1% in each of the
three following years, this means that the HRA will need to find savings of £4.43m per annum by
the end of the fourth year, £995k of which needs to be delivered in 2016/17. This 1% enforced
reduction by central government goes against the recent policy of convergence with private
rents and also goes against the recent agreement with government to ‘buy out’ the housing
subsidy system and to not make any changes to these plans for at least 10 years. The Council
took on £141m of additional debt as part of this original deal.
8.23 Sutton Housing Partnership (SHP) have been asked to look at ways that savings can be made
over the coming years from its management fee, as the fee accounts for the bulk of the nonfixed HRA costs. As well as a range of possible efficiencies that could be made to revenue (day
to day) services there are also some that could be made in relation to major works, with
projected management fees already having been reduced. These will be explored further and
set out in SHP’s new delivery plan, to be submitted for approval in March.
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8.24 The Council and its HRA will also be affected by two further recent policy changes. Firstly, is
the intention to extend the Right-to-Buy (RTB) to housing association tenants, with the costs of
doing so being funded by a requirement on local authorities to sell off their ‘high value’ stock.
The second is the proposal that from April 2017 social tenants with incomes over a certain
threshold will be required to pay a market or near market rent. However, in the case of council
tenants, the additional revenue raised will be passed directly back to Central Government, so
there will be no extra income to the HRA. At this stage, when a considerable amount of further
detail on the first of these two policies is yet to be worked up, it is difficult to assess its impact.
8.25 The draft 2016/17 HRA estimates are based on individual dwelling rents reducing by 1% in April
2016, as required by the government. This will result in an average weekly rent of £107.76. per
week. It is proposed to increase service charges by a maximum of 2% to reflect the cost of
providing services, garage rents by an average of 0.9% and reduce heating charges by 8% due
to the recent reduction in gas prices. Details of other proposed income and expenditure
changes are set out in Appendix E along with HRA budget estimates for 2016/17 for approval.
8.26 The HRA balance at the end of 2015/16 at £3.386m is forecast to be £1.02m higher than
originally planned. This is mainly because of a decision not to repay HRA debt at the end of
2014/15 which was originally provided for (£667k) and higher than expected rental income in
2015/16 due to lower voids and right to buy sales taking longer than expected to complete
(£309k), and other various minor variations. The estimates provide for an end of year balance in
2016/17 of £2.259m amounting to 5.93% of turnover.
Schools
8.27 Expenditure delegated to schools and certain related expenditure by the Council is financed
from the dedicated schools grant (DSG) and for sixth form funding from the Education Funding
Agency (EFA). The total DSG amount received by the Council depends on the per pupil amount
in the Schools and Early Years blocks and the number of pupils in local authority provision. The
High Needs block is in addition to per pupil funding. The government’s announcements with
provisional funding allocations are outlined in paragraphs 7.18 and 7.19. In overall terms there
is a cash freeze in per pupil amounts, which will mean a real terms reduction in funding for
schools where their pupil numbers remain the same. The final DSG allocations for individual
schools will be based on pupil numbers in October 2015 for the Schools block and January
2016 for the Early Years block.
8.28 Allocations to individual schools, including Academies, will be calculated using the Council’s
school funding formula, as prescribed by the DfE and agreed locally. Allocations to Academies
are deducted from the Council’s final DSG settlement and paid to the Academies directly by the
EFA. The funding formula for the schools block was agreed by the Children, Families and
Education Committee on 17 December 2015.
8.29 The DSG is under increased pressure due to the numbers and complexity of need affecting the
High Needs block due to primary and special school numbers, actual cost of provision and the
additional cost of post-19 provision.There is also pressure in the Schools Block due to
continuing growth in pupil numbers and the lagged funding for these pupils. For 2016/17 there is
a total growth fund of £1.9m, which is unfunded by pupil allocation. Schools, including
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academies are also having to deal with a real terms reduction as the unit value of the formula
factors remain unchanged and the minimum funding guarantee is set at minus 1.5%.
8.30 The increase in the number of children born in the borough has continued requiring further
expansion of the capacity of primary schools to meet the additional demand for places. The
capital expenditure to provide additional places is funded through the capital grants, but there
are also significant revenue implications for schools having to educate increased numbers of
children. Expenditure incurred due to this significant growth in pupil numbers is top-sliced from
the DSG each year prior to the allocation of schools funding and provides a budget pressure.
8.31 The remainder of the DSG is available to meet appropriate centrally funded school related costs
including the education of children other than in local authority maintained or voluntary aided
schools. Increased responsibilities in respect of 19-25 year olds with Special Educational
Needs have created additional pressures on funding. Overall there are significant uncertainties
throughout the schools and education funding system due to the scale of the changes being
made and increased financial risks as a result.
8.32 It is expected that the unearmarked DSG balance brought forward from 2015/16 will be around
£700k. Cost pressures on the DSG in 2016/17 are likely to result in a continuing overspend
compared to available resources and may exceed the expected unearmarked balance.
Measures to reduce DSG spend are under consideration and will need to be implemented
during 2016/17.
Balances and Reserves
8.33 Councils are required to agree a budget that allows for a level of balances that provides a
prudent reserve against possible eventualities and assurance that the future finances of the
Council remain on a sound footing. Section 25 of the Local Government Act 2003 requires the
Chief Financial Officer (Strategic Director – Resources) to report on the adequacy of the
proposed reserves.
8.34 The existing Council policy is that a general reserve of at least 5% of net General Fund
expenditure (excluding the schools budget) is necessary to provide a sound minimum level of
prudence. The Council’s external auditors support this policy. In 2012 Full Council agreed, in
the light of identified financial risks and the potential for turbulence in the following period, to
increase reserves wherever the financial plans permit in order to maintain the maximum amount
of flexibility in the future.
8.35 It is not lawful for local authorities to set deficit budgets (funded by borrowing) and so reserves
are key to ensuring that the Council can meet its obligations when it needs to. Over the next
four years the Council faces further significant reductions in funding alongside continuing
demographic pressure on key services. Although the identification and delivery of savings
options to close the funding gap is continuing, time is needed to design and implement the
transformational change to services that is necessary to achieve the required savings. It is
therefore proposed to make a planned contribution from reserves in each of the next three
years. £1.309m in 2016/17 and £2m in the following two years. This policy will be reviewed
annually as part of the budget process. The Committee is recommended to agree this revised
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policy and to note that the planned level of General Fund balances will remain at a prudent level
at the end of 2018/19 at £9.1m, representing 6.4% of the projected net revenue budget.

General Fund Balance

1 April 2015

1 April 2016

1 April 2017

1 April 2018

£’000

£’000

£’000

£’000

14,366

13,057

11,057

9,057

8.36 Specifically earmarked reserves not shown above include the Insurance Fund, the redundancy
reserve, the treasury management and capital financing reserve and other reserves to fund
specific investments and planned expenditure in the future. These are detailed in the Council’s
statement of accounts.
Risks
8.37 The successful identification and management of risks is a key element in business and
financial planning and in the delivery of those plans. This is done through the risk management
strategy, the corporate risk register and Directorate risk registers. These are reviewed regularly
as part of the Council’s financial and performance management framework, with the corporate
risk register reviewed quarterly by Strategy and Resources Committee. The consideration of
key risks through the commissioning and financial planning process and the level of reserves
are an important part of determining how well placed the Council is in being able to deal with
those risks. The forward plan shows a very challenging position for 2016/17 and later years. In
order to achieve a balanced position savings need to be identified and implemented in a
relatively short timescale and this is likely to have significant implications for some services
currently provided to residents.
8.38 The principal financial risks are set out below:

●

revenue grant funding – the government has offered to make the provisional allocations
over the four year period firm if authorities produce an ‘Efficiency Plan’, the detailed
requirements of which are not yet clear. Although it is helpful to have more certainty about
future funding levels, there remains a risk on the impact on these allocations should the
government fail to reduce aggregate public sector borrowing in line with the plans
announced by the Chancellor;

●

identification and delivery of required savings - the identification and delivery of savings to
meet existing targets and projected future requirements remains challenging. Directorates
are working to identify savings options to meet medium term savings requirements, but on
current assumptions there are significant further savings yet to be identified every year after
2016/17. There is also a risk of slippage against delivery timescales for savings already
identified;

●

adult social care – in addition to continuing demographic pressures, there are significant
additional costs for the Council arising from the implementation of the Care Act. The
Council will continue, in conjunction with local government organisations, to lobby for full
funding of any new burdens. There are also risks around the integration of health and social
care where the Council is sharing some financial risks with the CCG as part of a pooled
budget. The government has recognised the need for additional funding for social care and
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this is being delivered through the ‘social care precept’ and the enhanced Better Care
Fund. However, this is insufficient to address the projected cost pressures;

●

children’s social care – numbers of looked after children in placements have continued to
increase reaching 216 in December 2015, an increase of eight since 2014 and six more
than budgeted. As set out in the report, additional resources are proposed for 2016/17, but
there remain risks that numbers of looked after children will rise further (including through
migration impacts) or that efforts to mitigate costs for example by recruiting additional foster
carers will not deliver the expected results;

●

housing - impacts through migration on homelessness, market rent pressures, government
policy initiatives on reducing social rented provision and funding for right to buys in the
housing association sector are all potential risks in forward planning within the Council’s
housing functions;

●

business rate retention - through the business rate retention scheme the Council is now
exposed to a financial risk if business rate receipts are lower than expected. Although there
is a ‘safety net’ to protect authorities in this position, for Sutton this would only operate
beyond a loss of £30.6m of business rates, equivalent to a 200% reduction, so effectively it
provides no protection. There continue to be particular risks arising from long outstanding
rating appeals;

●

capital receipts - the assumptions built into the funding arrangements for the capital
programme may be too optimistic, despite a significant risk factor having been provided.
The market for property assets remains uncertain and it may not be possible to achieve the
expected sale proceeds within the planned disposal timetables, thereby reducing the
resources available for investment in the capital programme. Again, reserves can play an
important role in maintaining key capital investment;

●

capital grant funding – the programme to expand the number of primary school places is
now broadly funded, but there is a risk that government capital funding for secondary
school places funding may not be sufficient to meet all the identified needs in the medium
to longer term, especially since the announcement of capital allocations for basic need
have been delayed. Based on announced funding only, there is currently a deficit in the four
year programme.

Three Year Forecast
8.39 The medium term forecast in appendices B and C shows that on current assumptions additional
savings of £7.2m in 2017/18 and a further £6.8m in 2018/19 will be required in order to achieve
a balanced budget in those years, adding up to £14m by year 2018/19, after £2m contribution
from reserves, so effectively a £16m funding gap going in to 2019/20. This £16m forecast gap
compares to the £27.5m gap used for financial planning purposes from the beginning of this
process in June 2015.
8.40 These projections are based on an assumption of no increase in council tax in future years. If,
however, the social care precept was used in each of the two following years the overall funding
shortfall in 2018/19 would be reduced by £3.5m to about £12.5m. If council tax was increased
by a further 1.99% in each year, the gap would reduce to about £9m. The council tax
assumption will be reviewed annually by Members as part of future years' budget planning,
based on circumstances at the time.

Agenda Item 6a

Page 22

9.

Capital Programme 2016/17 - 2019/20

9.1

Appendix F details the background and issues considered in preparing this year’s capital
programme. It sets out the recommended programme for capital investment in the borough over
the next four years of some £185m.

9.2

The programme is being funded by a mixture of capital receipts from the sale of surplus sites,
grant funding and prudential borrowing. In a continuation of the agreed current policy it is
proposed that any new prudential borrowing for the next four years agreed through the capital
programme review is only on an ‘invest to save’ basis whereby either revenue savings or
additional income can pay for the financing costs. Appendix F also sets out the policy on capital
receipts and funding for agreement.

9.3

The programme reflects the Council’s priorities and objectives with major investment in housing
and school places as well as rolling programmes to improve highways, pavements and street
lighting. The Council is also investing in car parks and libraries and continuing a programme to
develop the council’s capability to deliver services digitally with expected consequent
improvements in customer service and efficiency.

9.4

The assumed level of prudential borrowing to finance the capital programme is £47.4m, as
detailed in appendix F. This includes headroom borrowing & Local Growth Fund borrowing
undertaken for the HRA of £15.6m and £31.9m of Sutton approved borrowing under prudential
arrangements, this includes £26m for investment in commercial properties in line with the
Investment Property Portfolio approach agreed by Members in 2015. Financing costs for
borrowing to fund the purchase of commercial properties will be funded through additional rental
income. Allowance for the financing costs for other borrowing approvals has been made in
revenue estimates for 2016/17.

9.5

The outline HRA capital programme has been drafted on the basis of the existing Housing
Revenue Account Business Plan. This expenditure over the four years (2016/17 to 2019/20) is
financed by headroom borrowing & Local Growth Fund borrowing of £15.6m, right to buy
receipts of £4.8m Major Repairs Reserve funding of £31.1m and revenue contributions of
£16.7m. The Housing capital budget includes provision for a programme of new council house
building predominantly financed by headroom borrowing and right to buy receipts. The Council
was successful in a bid to the Local Growth Fund for additional borrowing approvals and the
£4.05m awarded will be used for this programme.

9.6

The education programme includes provision for primary and secondary expansions and the
expansion of SEN provision, however the announcement of basic need allocations for 2018/19
have not yet been announced. On the basis of confirmed funding only there is currently a
funding deficit of £15m over the period. It is expected that basic need allocations for 2018/19 will
go some way to filling this gap, meanwhile every effort is being made to contain the costs of
school expansions within budgeted sums.
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Treasury Management Strategy

10.1 The proposed treasury management strategy for 2016/17 is attached at Appendix H. This
includes the annual investment strategy for surplus cash and borrowing including a policy
statement on the minimum revenue provision required to be set aside to repay debt. Under the
prudential code for capital finance, the Council can take a local decision on the level of
borrowing that it considers appropriate to support new capital investment (except in the HRA
where an overall borrowing cap is in place). In taking such a decision the Council has to
determine that any such borrowing is affordable (by reference to the impact on the revenue
budget), prudent and sustainable. In order to support any decision on prudential borrowing,
local authorities are required to set a number of prudential indicators before the beginning of the
financial year. These range from the setting of local limits on prudential borrowing to those that
relate to treasury management activities. Monitoring against the indicators will be undertaken
throughout the financial year and quarterly reports submitted to the Audit Committee. The
indicators may be revised, following approval by Full Council, at any time during the year.
11.

Council Tax and Resources

Net Budget Requirement
11.1 The Council’s net budget revenue requirement for 2016/17, based on the proposals in this
report, is £144.916m (appendix B). The proposals assume a council tax increase of 2% for the
social care ‘precept’ and a further 1.99% for 2016/17.
Settlement Funding Assessment (SFA)
11.2 As set out at paragraph 7.6, the funding received through the Settlement Funding Assessment
for 2016/17 is estimated at £58.082m. This consists of £24.751m revenue support grant,
£15.710m retained business rates and £17.622m top up grant. The estimate of business rates
to be collected during 2016/17 is lower than that assumed in the SFA as set out in paragraph
7.9. The Council’s share is expected to be £15.606m.
National Non-Domestic Rate
11.3 The provisional business rate multipliers for 2016/17 are shown below and reflect the inflation
uplift, based on an increase of 0.8% in the retail price index to September 2015. Funding will be
provided to local authorities to compensate them for the effect of capping of the increase at 2%
in the two previous financial years via a s31 grant agreement.
Small Business Multiplier – 48.4p per £ (48.0p in 2015/16)
Standard Multiplier – 49.7p per £ (49.3p in 2015/16)
11.4 Large individual properties in London with a rateable value of more than £55k will also be
subject to a 2p in the £ business rate supplement to help pay for Crossrail. This additional levy
is expected to continue until 2037/38.
The Collection Fund
11.5 Any estimated surplus or deficit arising on the Council Tax Collection Fund at 31 March 2016
has to be taken into account in calculating the Council Tax for 2016/17. The estimated surplus is
nil and so no allowance has been made in the 2016/17 budget. In addition there is undistributed
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surplus from 2014/15 of £1.679m of which the Council’s share is £1.330m. This has been
included in the budget calculations.
11.6 Under the retained business rates system there is the possibility of a surplus or deficit on the
business rates part of the collection fund. The surplus for 2014/15 was fully distributed during
2015/16. The estimated surplus for 2015/16 is £0.723m of which the Council’s share is
£0.217m. This has been included in the budget calculations.
Council Tax Requirement
11.7 The Council Tax requirement for 2016/17 is calculated as follows:
£m
Council Net Budget Requirement

144.916

Less:
Retained Business Rates

(15.606)

Top Up Grant

(17.622)

Revenue Support Grant

(24.751)

Collection Fund Surplus – council tax
Collection Fund Surplus – business rates

(1.330)
(0.217)

Council Tax Requirement

85.391

Tax Base
11.8 The council tax base calculation takes account of the council tax reduction scheme which treats
council tax support as a discount on the tax bill. There are no structural changes to the council
tax reduction scheme in 2016/17. The council tax base has been set by the Strategic Director –
Resources, under delegated authority, on 27 January 2016 at 70,569.2 Band D equivalents.
This compares to 69,723.2 in 2015/16, an increase of 1.2%.
11.9 In order to meet the council tax requirement with a tax base of 70,569.2 Band D equivalents, the
Sutton Band D council tax for 2016/17 will be £1,210.03, an increase of £46.43 (3.99%)
compared to 2015/16 (£1,163.60), comprising £23.27 (2%) for the adult social care ‘precept’
and £23.16 (1.99%) for general purposes. This is below the level that would require a
referendum to be held before the council tax could be set under the terms of the Localism Act
and is equivalent to just over 89p a week for Band D properties.
Greater London Authority (GLA) Precept
11.10 The GLA precept for 2015/16 was £295.00 at Band D. In the draft consolidated budget
published on 21 December 2015 the Mayor of London proposed to reduce the precept by £19
(6.4%) to £276.00 for 2015/16. This provisional figure has been taken into account in the
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proposals set out in this report. The draft budget is due to be considered by the Greater London
Authority on 22 February 2016.
11.11 The proposed GLA precept means that the total band D council tax (including Sutton’s own
requirement and the GLA precept) for 2016/17 will be £1,486.03. This compares with £1,458.60
in 2015/16, an increase of £27.43 (1.9%) or just under 53p a week for a Band D property.
11.12 The Greater London Authority contributed £925m towards the cost of the Olympic and
Paralympic Games in 2012. This is being funded by an addition to the precept which all London
Boroughs collect on behalf of the GLA. The contribution will be collected for 11 years in total. It
was set at £20 for a Band D property each year between 2006/07 and 2015/16. In the final year
(2016/17) it will reduce to £9. This amount is included in the £276.00 stated above and accounts
for £11 of the £19 reduction in the GLA precept. In 2016/17 Sutton residents will pay £0.653m
under this arrangement.
Council Tax Resolution
11.13 The budget requirement for 2016/17 inclusive of the growth and savings proposals and a draft
of the formal council tax resolution is at Appendix H. This resolution is based on a council tax
increase of 2% for the social care precept and a further 1.99% for general purposes. It takes
into account the provisional precept notification from the Greater London Authority. The wording
of the resolution is based on CIPFA Guidance and reflects amendments to the Local
Government Finance Act 1992 enacted in the Localism Act 2011 and the Local Government
Finance Act 2012. The resolution will be finalised and revised as necessary before
consideration by Full Council on 7 March 2016.
12.

Stakeholder Engagement

12.1 Consultation with Sutton’s residents forms an important part of the Council’s budget setting and
commissioning and finance planning process. This is particularly important given the changes
to services being proposed or implemented as part of the Council’s Smarter Council
Programme, which is the council's transformation and efficiency programme that aims to
fundamentally reassess how we deliver key front line services in order to balance the budget
over the next three years and meet increasing customer expectations.
12.2 To ensure that residents are informed about and involved in the savings decisions the Council
has already made and will be making, the Council has been running its ‘Sutton’s Future’
campaign since July 2014. The campaign aims to involve, inform and consult stakeholders
about the changes required.
12.3 Through the consultation residents have submitted a range of suggestions and ideas about
making savings and service re-design which have been fed in to Council service review teams.
A priority for 2015/16 was to ensure that residents were able to have their say on the future of
children’s centres, libraries and the youth services, and on changes to charging for adult social
care brought about by the Care Act 2014.
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12.4 More information on the Sutton's Future consultation can be found at
www.sutton.gov.uk/suttonsfuture
13.

Impacts and Implications
Financial

13.1 Financial implications are covered in the report.

Legal
13.2 The Local Government Act 2003 requires the Chief Finance Officer to report to Council as part
of the budget process on the robustness of the estimates and the adequacy of the proposed
financial reserves. The Council is required by the Local Government Finance Act 1992 to make
specific estimates of gross revenue expenditure and anticipated income leading to the setting of
the overall budget and council tax. The amount of council tax must be sufficient to meet the
council's legal and financial commitments, ensure the proper discharge of its statutory duties
and lead to a balanced budget. The proposed budget and timetable will meet the council’s duty
to set a balanced duty and council tax
13.3 The Localism Act 2011 provides for a council tax referendum to be held if an authority increases
its relevant basic amount of council tax in excess of principles determined by the Secretary of
State. In December 2015, the Spending Review announced that most principal authorities,
which includes Sutton council, proposing increases of 2% or more will need to hold a
referendum. However, in addition, councils with adult social care responsibilities may increase
council tax by up to a further 2% (so the overall referendum limit is 4%), subject to confirmation
that the adult social care budget would have otherwise been lower by that amount. The
proposal is not to increase the council tax by 4% or more and therefore, a referendum would not
be required.
13.4 In considering the budget for 2015/16, 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.
13.5 It is a statutory requirement under the Localism Act 2011 to approve the Pay Policy Statement
on an annual basis.
13.6 The Local Government & Housing Act 1989 and the Local Authorities (Members’ Allowances)
(England) Regulations 2003 require authorities to make a scheme for payment of allowances to
councillors and to review their members’ allowances scheme on an annual basis having regard
to the recommendations of an independent remuneration panel
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Introduction
Central Government continues to focus on the elimination of the deficit as confirmed in both the Budget in July 2015 and the subsequent Spending
Review announcement in November 2015. Local Government is a part of the public sector particularly impacted by significant reductions.
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At the same time the Council has faced increasing demand for services due to demographic pressures (with increases in both our older and younger
population) and the consequences of national government policies such as welfare reform and the Care Act. All of which are putting pressures on our
services and financial resources.
We are no different from other councils. The council has faced significant reductions to its budget since 2010 and to address this, the council identified
and delivered £50m of savings to date, with another £16m of savings planned over the next 3 years. Despite this, further funding and grant reductions
are continuing over the medium term with a funding gap of an additional £14m by 2018/19.

This single Strategic Commissioning Plan (which covers activity across all Council directorates) has been developed by the Council’s newly
formed Commissioning Board. The plan draws on two key areas that both contribute to the delivery of the Council’s objectives as set out in the
corporate plan.
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Within this wider economic context, the Strategic Commissioning Plan 2016/17 sets out the annual strategic commissioning activities that will
help us to deliver the priorities in our Corporate Plan. These priorities focus on how we become an open, green, fair and smart Council by
2018/19.

● Major Commissioning Activity across each directorate (as reported to the Commissioning Board)
● Major Change Projects and programmes (as reported to the Major Change Board)
In the context of the ongoing financial challenges the Council is facing this approach will ensure we are targeting our resources to the delivery of our key
priorities. It should be noted that the current corporate plan will be refreshed in June 2016, depending upon the outcome of this refresh, there may be a
requirement to update the Strategic Commissioning plan later this year.
The Plan forms an integral part of the Council’s performance management framework and progress will be monitored through the quarterly
Performance and Finance report which is presented to the Strategy and Resources Committee.
2

Strategic Commissioning Plan 2016/17
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3

Table of Corporate Priorities, Key Actions, and Commissioning Activities
An Open Council
Working collaboratively ensuring we involve and listen to residents
Key Actions in
the Corporate
Plan

Key Commissioning Activities

Stage(s) in the
Commissioning
Cycle

Measures of
Success

When

Lead Officer

Listen to and
involve local
people so they
can influence
decisions and
shape services

(1) Give local
communities more
say over budgets
and the prioritisation
of locally provided
services
(2) Work with local
communities to reshape services and
deliver
improvements
through local
committees

Continue to deliver Sutton’s Future
programme to ensure residents are
given the opportunity to become
more engaged and empowered in
how the Council plans, reviews and
commissions services.
Increase resident involvement in
decision making across the Council
through proactive community
engagement and consultation, and
agree local priorities through Local
Committees.

Do , Review

Number engaged
in Sutton’s future
consultations

Q4

Executive Head of
Customers,
Commissioning and
Governance

Do, Review

Attendance at local
committees

Q4

Executive Head of
Environment
Commissioning

(3) Develop and
progress our
approach to the
citizen-led
commissioning of
services
(4) Develop our
approach towards
community led
renewal and
regeneration to

Ensuring successful delivery of the
citizen commissioning programme
in partnership with Sutton
Volunteer Centre

Plan, Do

Q4

Executive Head of
Customers,
Commissioning and
Governance

Unlocking the potential of
Beddington Strategic Industrial
Location (SIL) by piloting
intensification projects.

Analyse, Plan,

Q4

Executive Head of
Economic Development,
Planning and
Sustainability

Increase the
opportunities for
local people and
community
groups to be
involved in
commissioning
services in their
local area

4

Pilots delivered to
increase
engagement at
two local
committees
Opportunities for
direct involvement
in current
commissioning
projects
Additional
employment floor
space brought into
productive use
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By 2018/19
we want to...
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Working collaboratively ensuring we involve and listen to residents
By 2018/19
we want to...

Key Actions in
the Corporate
Plan

Key Commissioning Activities

Stage(s) in the
Commissioning
Cycle

Measures of
Success

deliver effective and
sustainable social,
economic &
environmental
improvements

Designing and delivering a range
of strategic environmental and
infrastructure improvements in
Beddington SIL and Village.

Analyse, Plan, Do

Sq m of
infrastructure and
highways
improvements

Continue successful delivery of the
HLF Beddington Park bid

Plan, Do

Levels of funding
secured

When

Lead Officer

Q4

Executive Head of
Environment
Commissioning

Residents’
satisfaction survey
(Park users)
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Helping individuals and communities to work together to help themselves
Key Actions in
the Corporate
Plan

Key Commissioning Activities

Stage(s) in the
Commissioning
Cycle

Measures of
Success

When

Lead Officer /
Member

Improve the
resilience of
residents and
communities so
they can live full
and

(5) Enable more
adults to live
independently and
to make their own
care and support
arrangements

Continue the recommissioning of
services being mindful of Care Act
obligations

Do

Increase the % of
social care clients
receiving personal
budgets.

Q4

Executive Head Adult
Social Care

Increase the % of

5
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By 2018/19
we want to...

By 2018/19
we want to...

Key Actions in
the Corporate
Plan

Key Commissioning Activities

Stage(s) in the
Commissioning
Cycle

independent
lives

Measures of
Success

When

Lead Officer /
Member

Q4

Executive Head Adult
Social Care

Q4

Executive Head of
Housing and
Regeneration

social care clients
taking up direct
payments.

Reduce reliance on residential care
through development and
promotion of supported living
alternatives.

Do, Review

Plan, Do

Improved quality of
life for residents.
Reduction in
expenditure on
residential care and
shift of resources
into community
based alternatives.
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Continue to ensure that all eligible
adults in need of social care
receive a personalised service,
taking a partnership approach to
delivery.

Increase % of
residents supported
to live independently
and safely in their
community.
Increase % of
residents supported
to live independently
and safely in their
community.

Executive Head of Adult
Social Care

Develop and implement a revised
model for sheltered housing
services in the borough, reflecting
different tiers of care and support
needs.

Analyse, Plan

Agreed model of
Housing support

Q4

Executive Head of
Housing and
Regeneration

Manage reduction of expenditure

Plan, Do

Reductions

Q4

Executive Head of

6
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Helping individuals and communities to work together to help themselves
By 2018/19
we want to...

Key Actions in
the Corporate
Plan

Key Commissioning Activities

on housing support services
through targeting services
effectively.
Recommission Personal Care
Support

Analyse, Plan

Do

Review

Analyse

Utilise Community Representatives
on Local Committees, Young
People, Friends Groups,
Neighbourhood Grants, and
volunteering programmes.

plan, Do

Build and develop the partnership
relationships across the borough,
including with community groups,
the voluntary sector and the wider
public sector through the Sutton in
Partnership.

Plan, Do, Review

Council wide information and

Do, Review

achieved and most
vulnerable people
protected
New arrangements
in place and
mobilised
LATC implemented

Reduction in social
isolation
Improved quality of
life for residents.
Strategy Completed

When

Housing and
Regeneration
Q4

Executive Head Adult
Social Care

Q1

Executive Head of
Housing and
Regeneration
Executive Head of
Wellbeing

Q4

Q3

Executive Head of
Wellbeing

Increase number of
Community
representatives

Q4

Executive Head
Environment
Commissioning

Delivery of small
grants programme

Q4

Executive Head of
Customers,
Commissioning and
Governance

Q4

Executive Head of

Infrastructure
Support Fund
delivered

7

Lead Officer /
Member

Number of positive
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Consider future options for
prevention strategy

Measures of
Success
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Create inclusive
communities in
which people
from different
backgrounds
have a sense of
belonging

(6) Deliver the
Community WellBeing Programme to
support residents
and communities to
look after
themselves and
each other
(7) Develop the role
of community
representatives and
deliver community
projects across the
borough
(8) Work in
partnership with
community groups
and the voluntary
sector to account for
the needs of
different
communities

Deliver Housing Needs and
Brokerage services as a Local
Authority Trading Company
Review of Community Wellbeing
Programme and associated
outcomes

Stage(s) in the
Commissioning
Cycle

By 2018/19
we want to...

Key Actions in
the Corporate
Plan

Key Commissioning Activities

Stage(s) in the
Commissioning
Cycle

advice service delivered

Measures of
Success
outcomes achieved
by new service

When

Lead Officer /
Member
Customers,
Commissioning and
Governance
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A Green Council
Making Sutton more attractive and sustainable to build on our reputation as a green borough
By 2018/19
we want to...

Key Actions in
the Corporate
Plan

Key Commissioning Activities

Stage(s) in the
Commissioning
Cycle

Measures of
Success

When

Improve the
borough’s
transport
infrastructure
and promote
sustainable
modes of
transport
available to our
residents

(9) Ensure that the
borough’s transport
network supports
the local economy
and meets the
current and future
needs of the
borough

Work collaboratively with TfL and
LB Merton to develop the Tramlink
extension to Sutton town centre

Plan

Funding for Tramlink
extension confirmed.

Q4

Collaborative working and Public
Affairs programme with TfL,
Network Rail and Train and Bus
Operators and South London
Partnership boroughs to deliver the
transport infrastructure required for
the borough’s growth aspirations
Implement selective road
improvement schemes to
reduce congestion and benefit all
road users.

Review

Published 3rd party
investment plans
which benefit
Sutton.

Q4

Do

Effective
coordination of
street works

Q1

Executive Head of Safer
and Stronger
Communities

Executive Head of Safer
and Stronger
Communities
Executive Head of Safer
and Stronger
Communities
Executive Head of
Economic Development,
Planning and
Sustainability

Reduced congestion
Deliver the LIP programme (16/17)
and review (15/16) previous year

Do, Review

LIP schemes
completed

Q4

Review delivery of shared
highways, transport and
enforcement service with RBK
Co-ordinate Sutton’s new
Sustainable Transport Strategy
through: sustainable School Travel
Plans; updating and implementing
the Parking Policy; enhancing the

Review

Service Level
Agreement
measures met
Reduce the % of car
journeys

Q1

Do

Maintain the % of
children walking to

9

Q4
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(11) Encourage
greater use of
sustainable modes
of transport through
our Sustainable

Executive Head
Economic Development,
Planning and
Sustainability
Executive Head
Economic Development,
Planning and
Sustainability
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(10) Deliver a
programme of works
to maintain and
repair the borough’s
roads and
pavements

Lead Officer /
Member

By 2018/19
we want to...

Key Commissioning Activities

Transport Strategy

borough cycle network and
pedestrian environment; and
promoting sustainable travel.

(12) Deliver
improvements to
parks and open
spaces to ensure
they are accessible
and safe for all
residents

(13) Implement
changes to the
street cleaning
service to ensure
that the borough’s
streets are clean

Stage(s) in the
Commissioning
Cycle

Measures of
Success

When

Lead Officer /
Member

school.
Maintain the % of
cyclists and walkers.

Review effectiveness of Air Quality
Action Plan.

Do

Re-commission parks and open
spaces service as part of the South
London Waste Partnership

Do

Increase in number
of businesses
signed up to
EcoStar fleet
emission reduction
programme.
Contract
successfully
awarded

Q4

Executive Head of
Service, Safer and
Stronger Communities

Q3

Executive Head of
Environment
Commissioning

Q4

Executive Head of
Environment
Commissioning

Q3

Executive Head of
Environment
Commissioning

Maintain the % of
residents satisfied
with parks.
Work with partner organisations
(Marathon Trust, HLF, Viridor
Credits), community Friends
Groups and Local Committees to
increase external funding
contributions and continue to
deliver improvements to parks.
Re-commission Street Cleaning
services as part of the South
London Waste Partnership

Analyse, Plan, Do

External funding
achieved
Refreshed park
management plans

Do

10

Maintain the % of
residents satisfied
with street cleaning.
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Maintain the
quality and
attractiveness of
the local
environment

Key Actions in
the Corporate
Plan
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Making Sutton more attractive and sustainable to build on our reputation as a green borough
By 2018/19
we want to...
Build on our
ambitions to be
London’s most
sustainable
suburb

Key Actions in
the Corporate
Plan
and well maintained
(14) Work with our
partners and local
communities to
deliver our One
Planet Sutton
targets

Stage(s) in the
Commissioning
Cycle

Measures of
Success

When

Deliver One Planet borough priority
targets to support healthy
communities and the local
economy; cut carbon emissions
and waste; and value the natural
environment.

Do

One planet Sutton
targets delivered

Q4

Executive Head
Economic Development,
Planning and
Sustainability

Complete delivery of awarenessraising and behaviour change
campaigns to embed borough wide
change
Scoping of key sustainability
projects to include carbon
reduction and community energy

Do, Review

Q4

Executive Head
Environmental
Commissioning

Analyse, Plan

Feasibility cases
produced

Q2

Embed sustainability in
Commissioning Framework

Do

Sustainability
metrics included in
major procurement
analyses.

Q2

Executive Head
Economic Development,
Planning and
Sustainability
Executive Head
Economic Development,
Planning and
Sustainability

Do

Reduce the % of
CO2 emissions in
the borough.
Improve self

11

Q2

Executive Head of
Customers,
Commissioning &
Governance
Executive Head
Economic Development,
Planning and
Sustainability
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Complete an OJEU compliant
procurement process and appoint
a contractor (s) to design, build,
operate and maintain a heat
energy network for the borough,
through an Energy Services

Increase in external
funding for
sustainability
activities.
Increase household
recycling rate to
40% by 2017.

Lead Officer /
Member
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(15) Deliver a
Decentralised
Energy Network and
an Energy Recovery
Facility by 2017/18

Key Commissioning Activities

By 2018/19
we want to...

Key Actions in
the Corporate
Plan

Key Commissioning Activities

Stage(s) in the
Commissioning
Cycle

Company (ESCo).
Do

Re-commission Waste Collection
services as part of the South
London Waste Partnership

Do

Monitor the effectiveness of
Household Re-Use and Recycling
Centres (HRRC) in order to deal
with waste more sustainably and
reduce the costs of waste disposal.

Review

12

sufficiency of energy
supply.
Contribute to the
reduction of landfill
waste disposal and
reduction in % of
CO2 emissions.
Increase the % of
waste diverted from
landfill.
Reduce cost of
services.
Contract remains
cost effective for
Household Re-use
and Recycling
Centres (HRRC).

When

Lead Officer /
Member

Q4

Executive Head
Environment
Commissioning

Q4

Executive Head
Environment
Commissioning

Q3

Executive Head
Environment
Commissioning
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(16) Ensure that we
deal with our waste
in a more
sustainable and cost
effective way

Progress the commissioning and
delivery of a new Energy Recovery
Facility.

Measures of
Success
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A Fair Council
Building safe, strong and healthy communities
By 2018/19
we want to...

Key Actions in
the Corporate
Plan

Key Commissioning
Activities

Stage(s) in the
Commissioning
Cycle

Measures of
Success

When

Lead Officer /
Member

Improve
people’s health
and reduce
health
inequalities
between
different areas
of the Borough

(17) Deliver
integrated health
and social care
services for older
and disabled people

Progress integration of adult
social care health services within
the People Directorate with the
Sutton Clinical Commissioning
Group, Children’s Services and
other partners.

Do

Success criteria for
Better Care Fund
achieved.

Q4

Executive Head of
Community Wellbeing
and Health
Partnerships

Implementation of the Better Care
Fund proposals and joint
commissioning strategies

Do

Work with services across the
Council, the health service, and
partner agencies to implement
the Health and Wellbeing
Strategy.
New contracts start on April 1
2016 for all mandatory and nonmandatory commissioned public
health services; NHS health
checks, stop smoking, healthy
lifestyles, substance misuse,
sexual health and family planning
services. and 0-19 years services
Review Crime and Disorder
Strategy including: Domestic
Abuse Strategy; Community

Review

Do, Review

(19) Develop and
implement strategies
to tackle crime and

Do, Review,
Analyse, Plan

13

Q4

Executive Head Adult
Social Care

Reduce the difference
in life expectancy at
birth between
Sutton wards.

Q4

Director of Public
Health

Contract outcomes
and KPIs delivered

Ongoing

Director of Public
Health

operational review at
each year of the
contract

Q4

Reduce the number of
criminal offences
committed per 1,000

Q4

Executive Head of
Service, Safer and
Stronger Communities
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Reduce crime
and the fear of
crime

Executive Head Adult
Social Care

Page 41

(18) Support people
to make better
lifestyle choices to
help improve their
health and wellbeing

Joint commissioning
strategy developed
through Health and
Wellbeing Strategy
Success criteria for
Better Care Fund
achieved.

By 2018/19
we want to...

Key Actions in
the Corporate
Plan

Key Commissioning
Activities

disorder including
anti-social and other
behaviour that is
affecting the local
environment as well
as the misuse of
drugs and alcohol

Trigger remedy for anti-social
behaviour; and MARAC (a multiagency risk management panel).

Stage(s) in the
Commissioning
Cycle

Measures of
Success

When

Lead Officer /
Member

Q4

Executive Head of
Education and Early
Intervention

Q1

Executive Head of
Education and Early
Intervention

population
Increase the % of
people who say their
perception of crime
and disorder has
improved

(20) Re-design our
services for children,
young people and
families based on
local need and with
a focus on early
intervention and
prevention

Redesign for Children’s centres
delivered and investigate
potential commissioning options
Co-location with PH services for
Children

Do, Review

Delivery of redesigned Youth
Service offer

Do, Review

Reduction in number
of repeat domestic
abuse incidents
Redesign and
Savings delivered
Demand for tier 2 / 3
statutory interventions
maintained
Redesign and
Savings delivered

Page 42

Increase the number
of domestic abuse
referrals and increase
reporting on domestic
abuse outcomes.

Raise ambitions
and outcomes
for children,
young people
and families
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Q4
New service
implemented and
operational

14

Strategic Commissioning Plan 2016/17
Building safe, strong and healthy communities
By 2018/19
we want to...

Key Actions in
the Corporate
Plan

Stage(s) in the
Commissioning
Cycle

Measures of
Success

When

Lead Officer /
Member

Deliver Early Intervention / Early
Help Strategy action plan with
partners.

Do, Review

Appoint Early
Intervention Lead to
drive forward action
plan.

Q1

Executive Head of
Education and Early
Intervention

Action Plan KPIs
delivered
Integrated service
delivered

Ongoing

Contract KPIs
achieved
240 families engaged
with programme

Q1/2/3/4
Q4

Executive Head of
Education and Early
Intervention

Review

School places are provided for a
rapidly increasing population
through the 2016 and 2017
School Expansion programme.

Do

Additional school
places delivered to
time and budget.

Q2

Executive Head of
Education and Early
Intervention

New secondary school site
identified

Analyse

Deliver successful
planning approval in
timely way

Q3

Executive Head of
Education and Early
Intervention

Technical Design
Complete

Q4

Do

15

Q1

Executive Head of
Safeguarding
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Integrate Children and
Adolescent Mental Health
Services (CAMHs) Tier 2
including Looked After Children
delivered
Continue to deliver phase 2 of the
Families Matter agenda which
includes tackling issues
associated with poverty, housing,
criminal activity, and education by
taking a multi-agency approach.
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(21) Deliver the
Primary and
Secondary school
expansion and new
build programme

Key Commissioning
Activities

By 2018/19
we want to...

Key Actions in
the Corporate
Plan

Key Commissioning
Activities

Stage(s) in the
Commissioning
Cycle

Measures of
Success

When

Lead Officer /
Member

(22) Enable children
and young people to
achieve their
ambitions by
supporting a high
quality education
and skills offer in the
borough

Commission a new delivery
model for school improvement
and support services

Plan and do

Schools continue to
access high quality
services

Q4

Executive Head of
Education and Early
Intervention

Q4

Executive Head of
Education and Early
Intervention
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Strategic Commissioning Plan 2016/17
Building safe, strong and healthy communities

Schools maintain
OFSTED ratings
New delivery model in
place

Deliver Inclusion Strategy to
improve attainment and progress
for pupils with Special
Educational Needs (SEN),
increasing the use of mainstream
and other in-borough specialist
resources for pupils with SEN.

Do

Increase in the
number of SEN
children accessing
Sutton’s specialist
schools
Increase in SEN
pupils accessing
mainstream schools

16
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Service outcomes
delivered

Strategic Commissioning Plan 2016/17
Increasing economic growth and investment in Sutton making it a place of choice to live and work
By 2018/19
we want to...

Key Actions in
the Corporate
Plan

Key Commissioning
Activities

Stage(s) in the
Commissioning
Cycle

Measures of
Success

When

Lead Officer /
Member

Increase the
attractiveness of
the borough to
developers and
businesses

(23) Work with
developers to unlock
key development
sites across the
borough

Exploit our ‘one-Sutton’ approach
to deliver identified development
sites as set out in the Local Plan.

Do

Increase in the
number, range and
tenure of properties
built.

Q4

Executive Head of
Service for Economic
Development, Planning
and Sustainability

Q4

Executive Head of
Service for Economic
Development, Planning
and Sustainability

New Local Plan delivered

Do

Submission of Local
Plan for public
enquiry.

Q4

Executive Head of
Economic
Development, Planning
and Sustainability

Sutton Town Centre Master Plan
adopted and phased delivery
strategy in place.

Plan, Do

Phase One sites
identified with delivery
strategy for each.

Q3

Plan, Do

Increase footfall in
Town Centre

Q3

Executive Head of
Economic
Development, Planning
and Sustainability
Executive Head of
Economic
Development, Planning
and Sustainability

Maximise economic regeneration
benefits of developing the Gas
Holder site for the north end of
Sutton High Street through co-

17
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Analyse, Plan

Executive Head of
Housing and
Regeneration
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(24) Improve the
borough’s town and
district centres

Re-commission the Development
Management and Building
Control services.

Increase in the
number of major
development sites
where planning
decisions
implemented.
Agreed approach to
reduce overall
processing time to
determine
applications.

By 2018/19
we want to...

Key Actions in
the Corporate
Plan

Key Commissioning
Activities

Stage(s) in the
Commissioning
Cycle

Measures of
Success

When

Lead Officer /
Member

ordinated investment.
Increase the
level of
affordable
housing and
improve the
quality of
existing council
housing in the
borough

Provide affordable housing to
meet the borough’s needs as far
as possible by: consulting on and
submitting planning applications,
procuring a partner to develop
specific sites and implementing a
new approach to identifying
suitable assets for
redevelopment.

Do

Increase the number
of new and affordable
homes.

Q4

Executive Head of
Housing and
Regeneration

(26) Work with
Sutton Housing
Partnership to
ensure the Council’s
housing stock meets
the Decent Homes
Standard
(27) Establish career
pathways for a life
science cluster in
the borough (now
known as London
Cancer Hub)

Monitor and support the delivery
of the Decent Homes Standard
programme and regeneration
schemes.

Do

Increase the % of
social housing that
meets the
government’s ‘Decent
Homes’ standard.

Q4

Executive Head of
Housing and
Regeneration

Work with the Institute of Cancer
Research, The Royal Marsden
NHS Foundation Trust and
Epsom and St Helier University
Hospital NHS Trust to deliver
world-class, research-led cancer
treatment and significant benefits
for the local and wider London
economy.

Do

Collaboration
agreement.

Q1

Development
Framework adopted
by Partners.

Q2

Executive Head of
Economic
Development, Planning
and Sustainability

Land policy
agreement

Q3

18
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Increase skills
development
and job
opportunities for
local people

(25) Invest £19m to
build new council
housing

Agenda Item 6a

Strategic Commissioning Plan 2016/17
Increasing economic growth and investment in Sutton making it a place of choice to live and work

Strategic Commissioning Plan 2016/17
Increasing economic growth and investment in Sutton making it a place of choice to live and work
By 2018/19
we want to...

Key Actions in
the Corporate
Plan

Stage(s) in the
Commissioning
Cycle

Measures of
Success

When

Lead Officer /
Member

Develop strategy for life science
education within schools.

Do

Strategy Delivered

Q2

Action Plan to
implement across
borough schools
delivered

Q4

Executive Head of
Education and Early
Intervention

Identify growth businesses and
their recruitment needs across
the borough and address gaps in
provision /availability of
appropriate skills and
qualifications in the workforce.

Do

Develop business-led
skills provision
Increase the number
of apprenticeships
Reduce the number of
residents claiming Job
Seekers Allowance

Develop the Apprenticeship Hub.
Review Our Place Mental Health
employment project within the
local and sub-regional context of
the re-commissioning of
employment support services for
those furthest from the workplace.

Executive Head of
Economic
Development, Planning
and Sustainability
Q4

Executive Head of
Economic
Development, Planning
and Sustainability
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(28) Ensure local
residents have the
required skills to
meet the needs of
local businesses

Key Commissioning
Activities

% increase year on
year in number of job
seekers with complex
needs securing paid
employment

Agenda Item 6a
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A Smart Council
Transforming our ways of working to manage reduced budgets and increasing demand
By 2018/19
we want to...

Key Actions in
the Corporate
Plan

Key Commissioning
Activities

Stage(s) in the
Commissioning
Cycle

Measures of
Success

When

Lead Officer /
Member

Be at the
forefront of
developing new
models of
service delivery

(29) Re-design
services and
customer access to
encourage the use
of online channels

Implement the second phase of
the Digital Programme leading to
50% of transactions being
completed online

Do

Increase in the
number of web
transactions

Q4

Executive Head of
Customers,
Commissioning and
Governance

Better Connected
Rating from SOCITM
(Society of
information
technology
management)
Increased customer
satisfaction with
accessing council
services online

20
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Reduce face to face
and telephone
contacts
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Strategic Commissioning Plan 2016/17

Strategic Commissioning Plan 2016/17
Transforming our ways of working to manage reduced budgets and increasing demand
By 2018/19
we want to...

Key Actions in
the Corporate
Plan

Key Commissioning
Activities

Stage(s) in the
Commissioning
Cycle

Measures of
Success

When

Lead Officer /
Member

Be a low cost
council that is
transparent and
open about how
we spend our
money

(30) Deliver an
agreed programme
of transformation
through the Smarter
Council programme
to make a significant
contribution to the
Council’s savings
gap

High value and transformative
projects and programmes are
effectively managed, with
appropriate scrutiny and
challenge through the Corporate
programme management office

Plan and Do

Deliver all currently
agreed projects on
time

Q4

Executive Head of
Customers,
Commissioning and
Governance

Q1

Executive Head of
Wellbeing

Implement Library strategy and
reconfiguration of library services
to meet future demand

Savings delivered

Do

Analyse

Explore and progress
implementation of new delivery
options for a range of back office
services including:

Analyse, Plan, Do

Revenues and benefits
Human Resources
Finance
Internal Audit
Customer Services

Q4

Q1

Executive Head of
Wellbeing

Reviews achieved.
Shared HR Service
and Shared Pension
Administration
Service live.

Q4

Executive Head
Finance
Executive Head
Business Services
Executive Head
Customers
Commissions and
Governance

21
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●
●
●
●
●

Strategy Action Plan
delivered and
required activity fully
operationally
Buildings operational
at cost neutral
position
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Consider future of Sutton
Inclusion Centre and Cheam
resource centre

New projects to be
fully incorporated in
current programme
New Library
Management System
implemented

By 2018/19
we want to...

Key Actions in
the Corporate
Plan

Key Commissioning
Activities
●

Stage(s) in the
Commissioning
Cycle

Measures of
Success

When

Lead Officer /
Member

Plan

Business case
complete and agreed

Q3

Executive Head
Customers
Commissions and
Governance

Pension Administration

Explore opportunity for shared
delivery vehicle with Royal
Borough of Kingston Upon
Thames
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Strategic Commissioning Plan 2016/17
Transforming our ways of working to manage reduced budgets and increasing demand
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Gross Budget Trail

Budget brought forward
Changes and variations
Inflation
Changes agreed in previous years budget processes
Revised estimate of concessionary fares costs
Apprentice Levy
Excess NNDR receipts in previous years
Investments and Growth
General provision for growth items
Growth from previous years budget processes
Planned growth identified in 2016/17 process
Less utilisation of growth provision
Reduced requirement for resources for Care Act
Savings
Savings from previous years budget processes
Smarter Council proposed savings from 2016/17 process
Reserves
Contribution to / (from) reserves previous years processes
Contribution to / (from) reserves 2016/17 process

Gross Council budget requirement
Less dedicated schools grant (specific grant)
Less other specific grants
Section 31 grants - compensation for NNDR reliefs etc
Net Council budget requirement
Funding
Council tax (see below)
Revenue Support Grant
Top Up Grant
Business Rates
Estimated share of collection fund surplus from 2014/15

Revised Budget Gap
Council tax
Council tax (LB Sutton)
Council tax base (after provision for non-recovery)
Precept
Rate of council tax increase (Sutton element)
GLA rate of council tax decrease
Combined council tax increase
£ per week increase (Sutton element)
£ per week decrease (GLA element)
£ per week increase (combined)

Sutton
GLA
Total Band D Council Tax

APPENDIX
Agenda
ItemB6a
2016/17
£'000

2017/18
£'000

2018/19
£'000

290,683

285,877

284,369

1,695
1,784
35
0
433
3,947

1,603
0
0
150
0
1,753

1,559
0
0
0
0
1,559

1,000
(1,135)
4,054
(1,000)
(700)
2,219

1,000
(242)
(200)
0
0
558

1,000
125
0
0
0
1,125

(3,612)
(5,963)
(9,575)

(522)
(3,800)
(4,322)

(65)
(1,597)
(1,662)

999
(2,396)
(1,397)

107
396
503

0
0
0

285,877

284,369

285,391

(113,000)
(26,838)
(1,123)

(113,000)
(26,387)
(1,123)

(113,000)
(24,383)
(1,123)

144,916

143,858

146,885

85,391
24,751
17,622
15,606
1,547

86,016
16,830
17,968
15,833
0

86,489
11,754
18,498
16,056
0

144,916

136,648

132,798

7,211

14,087

0
£
1,210.03
70,569
85,390,825

£
1,210.03
71,086
86,016,144

£
1,210.03
71,477
86,489,326

3.99%
(6.44%)
1.88%
£0.89
(£0.37)
£0.53

0.00%
0.00%
0.00%
£0.00
£0.00
£0.00

0.00%
0.00%
0.00%
£0.00
£0.00
£0.00

1,210.03
276.00
1,486.03

1,210.03
276.00
1,486.03

1,210.03
276.00
1,486.03
FINPLAN 16-17v8
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Page 53
Resource Shortfall Tracker

Revised Budget Gap as at 2 March 2015
Funding Changes
RSG -provisional four year settlement
Change in top up funding -provisional settlement
Social Care & Lead Local Flood Grants rolled into RSG
Reduction in Education Services Grant
Reduction in Housing Benefit Admin Grant
Reduction in New Homes Bonus Grant
Change in Business Rates

Changes and Variations
Apprentice Levy
Adjustment to Inflation Calculation
Increase in concessionary fares

Investments and Growth
People Plan
Electricity Budgets Under Provision
Car Park Income -Unachievable Targets
Prevent Manager Post
Libraries Income -Unrealistic Targets
Leisure Contract
Additional Costs of Individual Electoral Registration
Support for Tribal Software (People Directorate)
Shortfall of Income from Recyclates
Temporary Accommodation Costs
Looked After Children Placements
No Recourse to Public Funds
London Local Authority 'Gold' - Emergency Planning
arrangements
Adults Social Care Increased Costs
Smarter Council Costs (one off)
Less: growth provision

Savings
Savings proposals in 2016/17 process
Application of Care Act Funding

Council Tax
Increase in Council Tax -general 1.99%
Increase in Council Tax -Social Care Precept at 2%
Collection fund surplus from 2014/15
Council Tax -estimated increase in tax base

Reserves
Use of reserves to fund one off growth
Transfer unapplied s31 grants from reserves
Use of Reserves for 16/17 Budget
Use of Reserves for 17/18 Budget
Use of Reserves for 18/19 Budget

Revised Budget Gap as at 8 Feb 2016
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APPENDIX C

2016/17
over
2015/16
£'000

2017/18
over
2016/17
£'000

2018/19
over
2017/18
£'000

9,858

8,941

8,718

27,517

(417)
12

(1,536)
(92)

472

473

246
(68)
245

968
(4)
(191)

(1,096)
211
1,052
1,207
70
947
(1,067)
1,324

150
45

1

195

1

857
291
1,052
262
70
(267)
(995)
1,270

137
35
172

Total

£'000

150
183
35
368

500
150
780
52
177
200
30
100
250
200
700
200

500
150
780
52
177
200
30
100
250
200
700
200

15
500
200
(1,000)
3,054

15
500
0
(1,000)
2,854

(200)
(200)

0

(5,963)
(700)
(6,663)

(3,800)

(1,597)

(3,800)

(1,597)

(1,615)
(1,643)
(1,547)
(490)
(5,295)

(10)
(10)
1,547
(93)
1,434

(8)
(9)

(450)
(637)
(1,309)

450
637
1,309
(2,000)

(11,360)
(700)
(12,060)

(38)
(55)

(1,633)
(1,662)
0
(621)
(3,916)

0
0
0
0
(2,000)
(2,000)
14,087

(2,396)

396

2,000
(2,000)
0

0

7,211

6,876
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APPENDIX D
Directorate

Ref

Amount of saving

Description of Saving and impact
2016/17
over
2015/16
£’000

2017/18
over
2016/17
£’000

Risk and Mitigation
Total

2018/19 over
2017/18
£’000

£’000

Adjustments to savings agreed in 2015/16 budget process

EHR

1 Green Garden Waste - additional savings from
introduction of paid for service due to higher
than expected take up

EHR

2 Commercial waste - proposed increase in
income not now achievable due to competition
from other operators

EHR

3 Household Reuse and recycling Centre contract
- greater savings than originally projected
achieved through competitive dialogue

EHR

4 Planning service review - increase in expected
savings from review of planning service
Total EHR adjustments

No risk and no impact on service
200

0

0

Not applicable
(100)

0

0

135

0

0

80

0

0

315

0

0

315

(280)

0

0

(280)

Resources

6 Business Services - Support Functions Flexible Administration and Business Support
(FABS). Reduction in staffing - part of overall
support functions savings target

Resources

7 Business Services - Support Functions E& N
Support team. Reduce 1 manager by
restructuring.

Resources

8 Business Services - Support Functions Social
Care Aligned pool. Reduction in staffing - part of
overall support functions savings target

135

0

0

Resources

9 Business services - rephase Registration
savings

(41)

41

0

135
Careful project planning and management.
80 Consultation with staff and customers.
Not applicable
Low risk. Plans in place to achieve.

85

0

0

85
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5 Business Services - replace 2016/17 savings
agreed in 2015/16 with three rows below

Low risk.
50

0

0

50
Medium risk. Careful monitoring of increasing
service demands due to increased volumes. May
135 need to reprofile.
Rephasing, no change in total savings.
0
Partly dependent on reductions in services across
the Council.

(4)

(43)

136

89

Total Resources adjustments

(55)

(2)

136

79

Grand Total adjustments

260

(2)

136

394
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Resources

(100)
No risk and no impact on service

Resources

10 Finance - rephase and increase staffing
reductions from improved efficiency, automation
and response to reductions in services/staffing
across the Council

200

Chief Exec

11 Recommission/Retender of contracts including
information and advice, residents survey &
Healthwatch

Consultation & engagement in the design of new
services where appropriate
160

0

0

160

Chief Exec

12 Staffing efficiences across the Directorate

115

45

0

160 Low risk. Plans in place to achieve.

Total Chief Executive’s new proposals

275

45

0

320

EHR

13 Parking Services policy & contracts - retender
enforcement and other parking contracts,
optimising contract structure to improve
efficiency, review charges

EHR

14 Procurement of the Waste Collection Service /
Street Cleaning / Parks - possible outsourcing in
conjunction with SLWP.

EHR

15 Highways/Transport/Regulatory Services
Shared Service with Kingston, maximising
efficiency and income generation

Savings delivered through efficiencies. Service
quality maintained through effective contract
management.
50

250

44

300

1,320

0

300

Reduction in staffing across the Directorate
following Service reviews.

EHR

463

100

131

Service quality expected to be maintained or
improved. Assurance from putting in place effective
175 governance process in partnership with Kingston.

0

Mitigations include developing local capacity in
Hackbridge & Beddington and the establishment of
563 a Local Authority Trading Company

0

EMAS has been replaced by service-led
responsibility for environmental risk management
as agreed by Environment and Neighbourhoods
Committee, June 2015. Internal Audit being
undertaken to ensure compliance management has
55 been bedded in to business as usual

Cease EMAS and reconfigure sustainability
services.

55

0

18

EHR

Reduction in supported housing services
Total EHR new proposals

People

19 Revised funding to schools and education
where Council funding is limited to statutory
provision for: School Attendance Service,
Professional Development, Education Business
Partnership, Educational Psychology Service,
Early Years Advisory and Support work,
Schools Governance, Home Education,
Inclusion Support Services, Schools Causing
Concern, Personal Social and Health Education
co-ordination, Secondary Advisory service and
Inclusion Inspection service.

60

80

180

922

1,800

1,086

646

460

Expected savings from review of services for
youth and adolescents

556

111

3,808

0

The follow up work to the initial Feasibility Study to
transform services and assess market readiness is
now under way and this will subsequently
determine the sustainability or otherwise of any
proposed trading element to future service
provision. Should the follow up review of the
service conclude that it will not be economically
viable in its current form if Council funding ceases
or moves to the proposed level then further options
to mitigate the risk will be identified, for the
1,106 appropriate services.

0

Public consultation has taken place and final
proposals will take account of issues raised so that
available resources are targeted on those with
667 highest need.

20
People

Savings will come from new contract to support
adults with learning disabilities and from a
reassessment of residents' needs. Needs will still
be met but some may experience a reduction in
320 service provision.
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475

17

EHR

650
Procurement in progress, potential change in
service delivery. Managed through effective
2,045 contract management and communication strategy

16
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New savings proposals

21
People

Expected savings from review of Children's
Centre provision

People

22 Savings from redesign of services providing
support and guidance to families and external
providers of Early Years services

606

121

0

Partly already implemented. Providers will be signposted to other sources of advice and guidance.
291

5

0

23
People

Reduction in Social Care training budget

20

20

0

0

Minimal impact on service users. Savings come
from integrating previously separate teams for
290 adults and children.

People

25 Staffing savings arising from improved
productivity supported by flexible technology in
Adults & Safeguarding

People

26 Introduction of infrastructure support and
capacity building fund, enabled a reduction in
the contribution to the newly commissioned
service from People's Directorate.

People
People

290

0

Minimal impact on service users. Savings come
from more efficient working.
150

150

0

300
Already implemented.

65

0

0

65

27 Generate income to cover costs of Cheam
Resource Centre

100

0

0

100

28 Completion of 3 year Community Wellbeing
programme

100

0

0

100

No impact on service users.
Programme completed and outcomes achieved.

29

A public consultation exercise has been
undertaken. Final proposals take the result of the
794 consultation into account.

People

Expected savings from redesign of Library
services

349

330

115

People

30 Review of high cost placements to identify
scope for improved value for money

175

175

0

350

People

31 Review and improve screening process in
relation to 'ordinary residence'

50

100

50

200

People

32 Introduce use of prepayment cards for Direct
Payments and explore use of shared care
arrangements.

Eligible needs will still be met.
Eligible needs will still be met.
Low risk. Savings from purchasing efficiencies and
avoiding over-funding.
350

100

0

450
Low risk. Savings from using telecare/assistive
technology as substitute for some elements of
175 home care.

33
Increase use of Telecare and assistive
technology

People

50

125

0

3,798

1,697

165

60

20

0

Low risk. Additional income from rent reviews and
80 lease renewals

40

0

0

Low risk. Builds on changes already made to the
40 service.

170

210

210

34
Resources

Property - Increased Income from rents

Resources

35 Property - Consolidation of teams through the
realignment of functions

Resources

36 Property - Increased income from the
investment property portfolio through acquisition
and adopting a more commercial approach

5,660

590 No impact on residents.
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People

296
Ensure that staff have appropriate skill and
knowledge development by focusing available
40 resources on highest priority training needs.

24
Reductions in staffing in Commissioning Team
within People Directorate

Public consultation has taken place and final
proposals will take account of issues raised so that
available resources are targeted on those with
727 highest need.

Resources

Property - Change of Out of Hours Service and
Security presence from 24/7 at Civic Offices to
remote off site monitoring - evenings and
weekends

10

30

0

New arrangements will preserve out of hours
service to residents. Monitoring arrangements will
be put in place and an out of hours mobile security
service will be available to respond to emergency
40 calls

Resources

38 Business Services - Revenues - Increased
Income raised from Court Costs for Bulk
Liability Order Hearings due to higher volumes

30

0

0

Depends on current increased volumes being
30 sustained.

Resources

39 Business Services - Cease town twinning
support arrangements

8

0

0

Town twinning activities will need to find alternative
8 sources of funding.

Resources

40 Business Services Support Functions - member
conferences, release underspent budget

5

0

0

5 Low risk. No service impact.

Resources

41 Business Services - Insurance - savings from
sharing service with other Councils

150

0

0

150 Low risk. Builds on existing sharing of service.

70

0

0

Low risk. Supervisory responsibilities shared
70 across senior roles.

85

0

0

85 Low risk. Reflects changed business need.

42
Resources
Resources

ICT - management effciencies
43 ICT - Change provision of mobile phones
44

50

0

0

Subject to the outcome of TUPE consultation with
staff. Service quality will be assured through
50 effective governance process

Resources

45 Finance - review charge to the Pension Fund

30

0

0

30 No impact on service

708

260

210

1,178

Grand Total - new savings

5,703

3,802

1,461

10,966

Grand total - all savings

5,963

3,800

1,597

11,360

Total Resources new proposals
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Resources

Finance - Internal Audit shared service management saving and efficiencies
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Appendix E

Housing Revenue Account Estimates
1.

Background

1.1

Local authorities that own a housing stock are required to account for its management and
maintenance separately from the General Fund in a (ring-fenced) Housing Revenue
Account (HRA). As with the General Fund, HRA budget estimates are set on an annual
basis.

1.2

The principal purpose of this appendix to the budget report is to put forward for approval
HRA budget estimates for 2016/17. The outline HRA capital programme for next year is set
out in Appendix F3. This report also provides for Members’ consideration summary details
of the original and forecasted 2015/16 HRA outturn.

1.3

In previous years proposed increases in rents and other charges for the following year
were considered and approved by the Housing, Economy and Business (HEB) Committee
at its meeting in January. However, due to social rent levels now having been set by
central Government (to reduce by 1% per annum for the next four years) the power to set
rent levels has been removed from the Council. Given this it is proposed that the Strategy
and Resources Committee be asked to approve changes to other HRA charges as part of
its wider budget setting role (see section 3).

2.

HRA Estimates 2015/16

2.1

Original estimates for 2015/16 are set out in Annex 1 along with the latest estimates
forecasting the year-end position. As can be seen from the item descriptions in the first
column, these are broken down by the various sources of income and expenditure giving,
after certain adjustments, the Net Operating Expenditure. This is then applied to the start
of year balance to give the projected end of year balance (surplus).

2.2

Sutton Housing Partnership (SHP), Sutton’s Arm’s Length Management Organisation
(ALMO) is paid a management fee which covers the costs of the services provided directly
by the ALMO, the costs of the various contracts associated with these (e.g. responsive
repairs, grounds maintenance etc) and its own running costs. Together these comprise the
expenditure amounts set out in the column headed ‘SHP Managed’. The remaining
elements of HRA expenditure are shown in the ‘LB Sutton’ headed column and include,
amongst other items, those areas of HRA activity that the Council continues to carry out
directly (e.g. administration of the Right-to-Buy scheme).

2.3

The forecast for 2015/16 projects an end of year balance or surplus of £3,386,498 against
an original estimate of £2,362,312. An explanation of how the difference between the
original and projected end of year balance (£1,024,186) has arisen is summarised in the
calculation below:
£’000
Original projected end of year balance
2,362,312
Add
Increased surplus brought forward

666,374

Increased dwellings rents

309,431

Increased tenant service charges

22,646

Increased net heating charge income

42,134

1
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Reduced overhead expenses

5,853
________
1,046,438

Subtract
Reduced Non-dwellings rents

(6,670)

Reduced commercial rents

(3,717)

Reduced leaseholder service charges

(5,404)

Reduced net water charge income

(6,461)
________
(22,252)

Revised end of year balance
2.4

3,386,498

The HRA balances closed the year 2014/15 better than expected by £666,374. Of this
£69,514 was through lower than anticipated heating costs from reduced consumption. The
remaining £596,860 was in large part due to the late decision to not repay £677,300 of
outstanding HRA debt which had been allowed for, offset by increased provisions for bad
debts of £144,484 and other variations between January and March of 2015.
Dwellings rental income forecast to be better than expected by £309,431 (0.9%) during
2015/16 due to starting with higher stock numbers than expected where RTB sales took
longer to complete and reduced void loss from improved voids repair performance.
Higher than estimated income is forecast for tenant services charges by £22,646 due to the
fluctuations in actual to expected RTB timings as well as improvements made to the
calculation methodology used. Net heating is forecast ahead of estimate due to continued
falls in consumption during the mild Winter and a reduction in the supplier’s unit price fro
October.

3.

2016/17 Estimates

3.1

Draft HRA budget estimates for 2016/17 are included in Annex 1, shown alongside the
2015/16 original and forecast end of year estimates. The 2016/17 estimates are also
shown in total and broken down between LB Sutton and SHP managed responsibilities.
Dwelling Rent Levels

3.2

The Government has determined that social dwelling rents will go down by 1% p.a. for
each of the next four years. The previous Government had guaranteed that council rents
would rise by CPI plus 1% each year for a period of 10 years. The decrease will result in
an average rent of £107.76 pw. and reduce the HRA income by approximately £1 million
per year compared to previous expectations. The HRA Business Plan has been recalculated to allow for this change to policy and SHP is preparing budgets and plans
accordingly to reduce operational costs.

3.3

The 1.0% decrease results in individual rent decreases ranging between £0.63 pw and
£1.89 pw. However, the large majority of increases fall between £0.91 pw and £1.30 pw.
Garage Rents and Parking Space Charges

3.4

It is proposed that garage rents be increased by 0.9% in 2016/17 - from £11.55 pw to
£11.65 pw (an increase of £0.10 pw). This will provide approximately £5,100 of additional
income during the year.

3.5

The standard charge for car parking spaces will be increased to £2.72 pw. For next year

2
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this would mean that the charge for spaces would increase by 2p pw. This will provide
negligible additional income but is in line with the inflationary increase on garages.
Heating/Hot Water Charges
3.6

Dwellings on certain estates are linked to communal gas supplies for their heating/hot
water systems or benefit from electric heating supplied via an energy purchasing
consortium. Accordingly some tenants pay a separate heating and hot water charge along
with their rent.

3.7

Given the current balance of income/expenditure relating to heating/hot water charges
within the HRA, it is proposed that charges are reduced by 8%, reducing the average
weekly charge by 93p from £11.66 to £10.73 pw.
Estate Service Charges

3.8

Certain tenants also pay, separately from their rent, charges for various estate services
that they receive, depending on where they live. These services include caretaking, estate
cleaning and grounds maintenance. The costs of these services are fully recoverable from
tenants, in order to ensure that tenants not receiving services do not subsidise those that
do. However, for historical reasons there are still a number of tenants paying a charge that
is less than the ‘full recovery cost’.

3.9

For 2016/17 it is proposed that service charges are increased by a maximum of 2% to
reflect the cost of providing services until they have reached the point at which full cost
recovery is achieved. It is also proposed that the estate service charges for void properties
relet next year continue to be set at full cost recovery levels.
Council Direct Costs and Recharges

3.10

Excluding statutory costs, the Council also charges to the HRA the costs of services that it
delivers directly - e.g. Right-to-Buy administration, its client function of overseeing and
scrutinising SHP as its managing agent and the cost of various recharges from the General
Fund to the HRA. The total cost of these functions (‘LBS General Management budget’) is
set to increase from an expected outturn of £2,110,314 in 2015/16 (budget £2,141,000) to
£2,179,600 in 2016/17, the net result of a variety of increases and decreases to costs and
charges including recharges from other services.

3.11

The Corporate Recharges to the HRA for 2016/17 have been determined at £291,700.
Additional charges are made for the use of the Northgate housing management ICT system
by Benefit Services. Charges for 2016/17 are still being negotiated but are likely to lower
than the 2015/16 charge of £62,550 due to the migration of LBS users to Abritas.
SHP Management Fee

3.12

Under HRA self-financing, business plan modelling calculates the amount available for
revenue services and, with the exception of funding for those services still provided directly
by the Council, this is paid by way of a Management Fee to SHP. For 2016/17 this
amounts to £15,148,200. In addition to this is £210,000 paid to SHP from the General
Fund to cover housing-related support provided by the ALMO. SHP’s revenue funded
resources for next year decrease by 0.9% reflecting the loss of income resulting from the
Government-imposed rent reduction.

3.13

Also in addition to the Management Fee, a separate fee is paid from the Major Repairs
Reserve to cover SHP’s costs in managing the HRA capital programme. For 2016/17 this
amounts to £1,159,000 (2015/16 = £563,400) and represents approximately 9.36% of the
total capital programme value (currently estimated at £12,380,000 in 2016/17). The
increase has been brought about through changes made to the methods of project
delivery, with more work being done by SHP and less reliance on external consultants. The
overall cost of project fees to the capital account will reduce. SHP’s total resources for next
year (including housing related support income) will be £16,517,200, an increase of 2.83%.

3
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The draft 2016/17 estimates show an end of year balance (surplus) on the HRA of
£2,259,398, amounting to 5.93% of turnover. It is considered that a minimum of 5% of
turnover is a prudent and reasonable level for the HRA, which would equate to £1,905,800.
SHP Delivery Plan

3.15

Having produced annual Delivery Plans in past years, in 2013/14 SHP produced its first
medium term Plan for 2013/14 to 2015/16. It has been agreed that SHP should produce a
five year plan (with subsequent annual updates) commencing in 2016/17. This will be
submitted to the Housing, Economy and Business Committee for approval at its meeting in
March 2016. The Plan will set out the ALMO’s proposals for service improvement, and will
include performance targets for next year and beyond. The plan will be based on a set of
key priorities that have been identified following an extensive resident consultation exercise
undertaken in the final quarter of 2015/16. It will link to updated key strategies focussing on
asset management and customers, and will be supported by a 5-year financial plan.

4.

Housing Revenue Account Business Plan

4.1

Although the day-to-day management of the housing service, including the delivery of
major works programmes, was delegated to SHP in 2006, the Council has retained direct
responsibility for publishing the HRA Business Plan, which is produced to ensure effective
planning and management of the Authority’s housing assets in the longer term. An updated
Business Plan was approved by the HEB Committee at its meeting in January and this can
be found via the following link HEB 21 January 2016 Agenda.

4.2

The modelling within the new Business Plan is based on the latest resources and stock
investment need calculations, while also taking into account the proposed new build
council housing programme, the latest projections of Right-to-Buy receipts and the
imminent ending of the decent homes backlog funding stream. The Plan also takes into
account the new financial position of the HRA in light of the significant loss of revenue due
to the Government’s rent reduction policy.

4
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Housing Revenue Account Estimates
2015-16 ORIGINAL ESTIMATE

HRA TOTAL

LB SUTTON

2015-16 FULL YEAR FORECAST

HRA TOTAL

LB SUTTON

0

(33,859,412)
267,682
(33,591,730)

(33,859,412)
267,682
(33,591,730)

0

(516,830)
(246,283)
(34,354,843)

(516,830)
(246,283)
(34,354,843)

(808,446)
(1,128,796)
(2,031,062)
(245,438)
(434,073)

(808,446)
(1,128,796)
(2,031,062)
(245,438)
(434,073)
(39,002,658)

SHP MANAGED

HRA TOTAL

LB SUTTON

SHP MANAGED

0

(33,157,200)
430,400
(32,726,800)

(33,157,200)
430,400
(32,726,800)

0

0

(526,400)
(260,500)
(33,513,700)

(526,400)
(260,500)
(33,513,700)

0

(808,600)
(1,156,900)
(2,050,000)
(246,000)
(341,200)

(808,600)
(1,156,900)
(2,050,000)
(246,000)
(341,200)

0

(38,116,400)

(38,116,400)

0

883,900
2,484,300
4,203,100
7,571,300

828,300
2,484,900
4,176,800
7,490,000

0
0
(40,000)
(40,000)

828,300
2,484,900
4,216,800
7,530,000

7,716,700
2,081,100
7,566,300
0
340,000
0
331,000
2,050,000
0

2,179,600

5,537,100
2,081,100

INCOME
Dwelling Rents (Gross)
Dwelling Rents (Void Loss)
Dwelling Rents- Net

(33,719,800)
437,500
(33,282,300)

(33,719,800)
437,500
(33,282,300)

Non Dwelling (Garage) Rents-Gross
Non Dwelling (Commercial) Rents-Gross
TOTAL RENTAL INCOME

(523,500)
(250,000)
(34,055,800)

(523,500)
(250,000)
(34,055,800)

(785,800)
(1,134,200)
(1,998,100)
(239,700)
(374,300)

(785,800)
(1,134,200)
(1,998,100)
(239,700)
(374,300)

(38,587,900)

(38,587,900)

0

(39,002,658)

883,900
2,484,300
4,143,100
7,511,300

0
0
(60,000)
(60,000)

883,900
2,484,300
4,203,100
7,571,300

883,900
2,484,300
4,168,833
7,537,033

(34,267)
(34,267)

7,677,100
2,182,100
7,395,900
0
312,100
0
386,900
1,998,100
0

2,141,900

5,535,200
2,182,100

7,645,514
2,182,100
7,395,900
0
312,100
0
404,539
2,043,261
0

2,110,314
0
7,395,900
0
312,100
0
404,539
2,043,261
0

5,535,200
2,182,100

27,463,500

12,174,900

15,288,600

27,520,447

12,231,847

15,288,600

27,575,100

12,426,900

15,148,200

(11,124,400)

(26,413,000)

15,288,600

(11,482,211)

(26,770,811)

15,288,600

(10,541,300)

(25,689,500)

15,148,200

Revenue Contribution to Capital
Supported Capital Debt Management Costs
Set aside for Debt Repayment
Interest on Cash Balances
Interest Receivable on Resident Debt

8,485,000
5,958,700
0
(3,000)
(17,200)

8,485,000
5,958,700
0
(3,000)
(17,200)

8,485,000
5,958,700
0
(3,000)
(17,200)

8,485,000
5,958,700
0
(3,000)
(17,200)

5,664,800
6,019,600
0
(3,000)
(13,000)

5,664,800
6,019,600
0
(3,000)
(13,000.0)

Net Operating Expenditure

3,299,100

(11,989,500)

15,288,600

2,941,289

(12,347,311)

15,288,600

1,127,100

(14,021,100)

15,148,200

HRA Surplus b/f as at 1 April
of which:
HRA Working balance
Heating Account

(2,147,312)

(2,147,312)

0

(2,813,687)

(2,813,687)

0

(3,386,498)

(3,386,498)

0

Adjustment: Deficit/(Surplus) for the year
Transfer to / (from) Reserve

3,299,100
(3,514,100)

(11,989,500)
(3,514,100)

HRA Surplus c/f as at 31 March
of which:
HRA Working balance
Heating Account

(2,362,312)

(2,362,312)

Tenant Charges for Services
Leaseholder Charges for Services
Tenants Water Account Income
Water Fees & Commissions
Heating Account Income
TOTAL INCOME
EXPENDITURE
Housing Repairs and Maintenance
Administration
Planned & Cyclical Works
Responsive Repairs

General Management
Special Services
Depreciation
HRA Subsidy Payment to DCLG
Increase in Provision for Bad Debts
Rents, Rates, Taxes and Other Charges
Heating Account Expenses
Tenants Water Account Costs
General Contingency Provision
TOTAL EXPENDITURE
Net Cost of Services

7,395,900
0
312,100
0
386,900
1,998,100
0

(1,701,702)
(445,610)

(2,298,563)
(515,124)
15,288,600

2,941,289
(3,514,100) #
(3,386,498)

(1,929,302)
(433,010)

(12,347,311)
(3,514,100)
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SHP MANAGED

2016-17 ESTIMATE

7,566,300
0
340,000
0
331,000
2,050,000
0

(2,841,840)
(544,658)
15,288,600

(3,386,498)
(2,841,840)
(544,658)

1,127,100
0

(14,021,100)
0

(2,259,398)

(2,259,398)

15,148,200

(1,704,540)
(554,858)

563,400
15,852,000

563,400
15,852,000

1,159,000
16,307,200

Add back Support costs charged to GF
Total payable to SHP

210,000
16,062,000

210,000
16,062,000

210,000
16,517,200
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Add back costs charged to MRA
Management fee to SHP

This page is intentionally left blank

Weekly Rent Decrease by Monetary Value
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Number of Properties

1200

800

600
416
400
310

200

132
1

0.51 0.60

0.61 0.70

24

2

0

2

1

0

1.51 1.60

1.61 1.70

1.71 1.80

1.81 1.90

1.91 - 2

0
0.71 0.80

0.81 0.90

0.91 - 1.0

1.01 1.10

1.11 1.20

1.21 1.30

1.31 1.40

Amount of Weekly Rent Decrease

1.41 1.50
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Weekly Rent Decrease by Property Size
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APPENDIX F1
CAPITAL PROGRAMME 2016/17 to 2019/20

1.

SUMMARY
1.1.

2.

This appendix sets out the capital programme for 2016/17 to 2019/20
and details the background and issues that underpin the
recommended capital programme which is set out in appendix F2

BACKGROUND
2.1.

Each year the Council reviews its capital expenditure plans and
priorities for the next four years in order to agree a capital programme.
This is undertaken alongside the revenue budgeting process in order
that the impact of both is considered.

2.2.

The resources available to fund the capital programme continue to be
limited. The main source of funding for schemes other than schools
and housing is from capital receipts from the sale of surplus sites,
however the Council only has a limited supply of such sites within the
Borough. Funding from Government is also limited and the majority of
allocations tend to be for one year only making medium term capital
planning quite difficult.

2.3.

New resources identified as available over the next four years have
been allocated on the basis of expenditure priorities for the Council. In
practice this means priorities identified as part of the Asset
Management Plan, investment that delivers revenue savings, those
that support the Corporate Plan. Currently, the largest project being
supported is the programme of works to expand school places.
Given these difficult financial times a number of measures have been
undertaken to ensure that the programme is affordable and that the
impact of the programme on the revenue budget is minimised since
this is also under significant pressure.

2.4.

2.5.

Having regard to all these issues, the capital programme now
recommended for final approval is set out in appendix F2. It reflects
the Council’s key spending priorities and sets out a programme of
spending for the next four years.
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2.6.

3.

POLICY
3.1.

4.

APPENDIX F1
The sums approved within capital estimates are subject to agreement
before schemes commence, either by Committee decision or under
delegated authority.

Key decisions regarding planned capital expenditure and the funding of
the programme are made with reference to the following criteria:
■ the Council will only undertake prudential borrowing where there
is a very good business case that delivers additional revenue
savings or additional revenue income to fund the borrowing
costs. This minimises the cost of the capital programme on the
revenue budget;
■ all capital receipts are a corporate resource and so will be
applied as a general resource to fund prioritised capital
expenditure within the capital programme unless specifically
agreed by Committee, and;
■ it is expected that capital expenditure on specific service areas
such as housing or education will be funded by either specific
government funding such as government grant or through the
Housing Revenue Account.

CAPITAL PROGRAMME RESOURCES
4.1.

The resources available to fund the corporate element of the capital
programme are summarised in the table below. The assumptions and
issues that underpin the different elements of the forecast are
summarised in the remainder of this section. Figures in relation to
Housing and Education are shown separately in Sections 5 and 6.

Table 1 - Forecast Capital Resources
2016/17

2017/18

2018/19

2019/20

£’000

£’000

£’000

£’000

£’000

24,979

6,600

274

0

31,853

Capital Receipts

1,377

6,023

2,216

3,758

13,374

Non Ringfenced
Grants

1,380

1,140

1,140

1,140

4,800

Revenue

210

204

0

0

414

CIL

117

118

116

193

544

Prudential Borrowing

32
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APPENDIX F1
Private Developers
Total General
Resources
Other Specific Funding

Total Resources
(Corporate)

184

100

100

100

484

28,247

14,185

3,846

5,191

51,469

8,331

841

981

661

10,814

36,578

15,026

4,827

5,852

62,283
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4.2.
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APPENDIX F1
Prudential Borrowing - under the Prudential Code the Council can
choose to supplement the forecast of general resources with additional
borrowing provided it is considered to be affordable, prudent and
sustainable.

4.3.

As a general principle any new prudential borrowing added to the
programme is only on an invest to save basis. For 2016/20 this
includes new borrowing of £31.9m which includes £4.5m for the loan to
the Sutton Decentralised Energy Network (SDEN) and £26m for the
commercial investment property portfolio. The loan agreement with the
Energy Company for the SDEN will include the repayment of interest
on the borrowing. Financing costs for borrowing to fund the purchase
of commercial properties will be funded through rental income. For
invest to save borrowing, provision has been made in the revenue
budget from savings for the cost of this borrowing.

4.4.

Capital Receipts –The list of capital receipts available to support the
capital programme have been reviewed. This review has looked at
whether the receipts are still achievable, reviewed their values and
identified any new receipts which could provide additional resources.
The Council continues to take a prudent approach by reducing the
estimated total receipt from the sale of these assets to reflect the
continued difficulty with some sites and the reliance of the progression
of some disposals on decisions being made by external parties.

4.5.

Right to Buy Receipts -Under Right to Buy (RTB) arrangements the
Council retains three shares of the capital receipt; the general element
(old 25% retained receipts element), allowable debt element and the
net retained receipt (for new homes under agreement with the DCLG).
The general element can be applied against any capital expenditure
and the Council has previously taken the decision to apply this funding
as a resource for the capital programme. A total of £14.747m is being
applied within the 2016/20 programme. The element that is retained for
debt repayment can be used to repay debt or to finance new schemes,
this has also been applied to the four year programme.

4.6.

Non Ring Fenced Grants -this relates to the use of £1.1m per annum
of New Homes Bonus (NHB) to support the capital programme and
£240k of returned LEP top slice from the NHB which was agreed to be
spent on specific capital schemes.

4.7.

Revenue – the Council is using reserves to support the capital
programme. A sum of £145k from the invest to save reserve is being
used to part fund work at Russettings as part of a wider invest to save
scheme at this venue.

34

Page 73

4.8.

5.
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APPENDIX F1
Community Infrastructure Levy (CIL) - From 1 April 2014 the
Council has charged the new Community Infrastructure Levy (CIL) on
liable developments. The capital programme incorporates this funding
within the resources available. There is £0.117m of funding from CIL
built into the general resources for the programme.

4.9.

Other Specific Funding - specific funding includes government grants
such as Disabled Facilities Grant (DFG) and Better Care Funding and
lottery funding for Heritage projects. The Council can use such
resources but must apply them in accordance with the stated terms
and conditions.

4.10.

S106 Funding - The programme includes a total of £712k S106
amounts received for the general programme (mainly for the
Beddington Lane Highways Improvements) and a further £890k for
Education (included within the Education section). Both of which are
being applied to specific capital schemes. The strategic S106 amounts
previously received which could be applied generally to the programme
has been replaced by the CIL arrangements.

SETTING AN AFFORDABLE CAPITAL PROGRAMME 2016/17 to 2019/20
5.1.

The objective of this year’s review of the Council’s capital spending
plans has been to progress the Council key priorities whilst bringing
the programme in line with the likely available resources. The
approach to this for each element of the programme is outlined below.
All existing schemes in the programme have been reviewed as part of
this process.

5.2.

Contractually Committed Schemes - the first call on forecast capital
resources is the completion of contractually committed schemes.
Capital estimates have been updated to reflect the progress of
individual schemes and other issues arising. All such schemes are
included within the recommended Capital Programme (appendix F2).

5.3.

Rolling Programmes – Rolling programmes are ongoing annual
programmes of work such as highways surfacing, public realm and
capital replacement for Council buildings. A review has been carried
out of these programmes to ensure that resources are targeted at key
priority areas and are at the appropriate levels.

5.4.

Public Realm – The public realm programme includes funding of
£250k for the next four years capital programme, in addition the
Council will allocate the £100k TFL funding to local committees in
2016/17.The Council will also continue to allocate revenue based
funding totalling £60k across Local Committees for local projects.
35
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5.5.

6.

APPENDIX F1
New Bids – A number of new schemes have been funded as part of
this year’s review totalling £32.6m. This includes £3.6m for digital
service redesign which will improve the customer journey, transform
services and deliver savings, £0.75m to extend the existing area wide
parking scheme and £0.5m to refurbish Sutton and Wallington
Libraries. A sum of £25m has also been added for the Council’s
Commercial Investment Property Portfolio funded by Prudential
Borrowing. It is anticipated that digital service redesign will support
delivery of revenue savings of around £500k. These will be used to
offset the capital financing costs and generate savings to be brought
into the service revenue budget when the detailed analysis is carried
out in 2016.

EDUCATION SPENDING
6.1.

As part of the 2014/15 settlement the Council received notification of
basic need funding for 16/17 of £18m. In February 2015 a further
allocation of basic need capital grant of £21.8m for 2017/18 was
announced. Announcements are still awaited for 2018/19 and beyond.

6.2.

The funding is delivered as non-ring fenced capital grant with no
supported borrowing element and guidance states that authorities are
free to spend this as and when needed and are permitted to carry
funding over to subsequent financial years if required. This funding has
currently been earmarked to school expansion projects.

6.3.

Announcements for funding to improve school building condition,
(Capital Maintenance grant), and Devolved Formula Capital are still
awaited.

6.4.

The resources being applied to the Education programme over the
next four years are summarised in the table below.

Table 3 - Education Capital Programme planned use of resources

Capital Receipts
Prudential Borrowing
Basic Need Allocations
S106

2016/17

2017/18

2018/19

2019/20

Total

£’000

£’000

£’000

£’000

£’000

25

25

25

25

100

4

0

0

0

4

30,250

5,875

2,575

0

38,700

890

0

0

0

890
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Capital Maintenance
Devolved Formula
Capital (DFC) to Schools
Free School Meals
Kitchens

Total Resources
(Education)

2,100

1,500

1,500

1,500

6,600

450

0

0

0

450

50

0

0

0

50

33,769

7,400

4,100

1,525

46,794

6.5.

Condition surveys from 2012 identified a backlog of over £13m high
priority works in schools, however the priority for investment since
2009 has been to support expansion of primary schools and although
some condition priorities have been addressed as part of the
programme, many schools have had no significant investment in their
buildings for a number of years. The 2016/17 capital maintenance
allocation is still to be confirmed. A priority list of projects to keep
school buildings wind and watertight and to prevent further
deterioration or possible school closures, also including possible
replacement of life-expired temporary classrooms is being drafted in
readiness.

6.6.

The confirmed funding available from 2010/11 to 2019/20 for the
school expansion programme is now approximately £127.6m, including
basic need allocations of £18m for 2016/17 and £21.8m for 2017/18.
There is a projected total capital commitment of £74.7m for primary
expansions, £59.7m for secondary and £8.2 for special schools. This
includes provision for a new primary and secondary school. These
budgeted costs produce a shortfall of £15m. The Council is planning
on the basis that further grant expected for 2018/19 will help to close
this gap. If an application for a free school is agreed then the funding
for the new secondary school would be provided directly from the
Education Funding Agency (EFA) to the successful applicant.

6.7.

The Council continues to explore ways in which savings can be made
on the expansion programme, e.g. design and build/ modular buildings
and will continue to raise this issue with the Department for Education.
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7.

HOUSING

7.1.

Housing Resources
Decent Homes - Over the past five years an allocation of £69.6m was
received from Government for the Decent Homes programme of works
to Council properties. This funding stream has now ended and ongoing
works to Council properties is being funded through Major Repairs
Reserve funding and Revenue contributions.

7.2.

Headroom Borrowing - under HRA Reform a ceiling was set for the
level of borrowing that the HRA would be able to undertake to finance
works to HRA properties. This ceiling was set at £173.9m. The
Council took out a loan to meet the self financing payment set to
effectively ‘buy out’ of the subsidy system. This totalled £141m. This
left a total of £14.8m remaining headroom borrowing. In the Autumn
Statement 2013 the government announced a relaxation of the
borrowing ceiling and invited bids for £300m of capital investment
financed by local borrowing. The Council was successful in its bid to
the Local growth fund and has received borrowing approval £4.050m.
This will be utilised on Council House new build schemes at Fellows
Road, Richmond Green & Ludlow Lodge alongside net right to buy
receipts. Both the Ludlow Lodge and vacant land at Fellowes Road
sites are General Fund sites. As such these will be appropriated to the
HRA for the new build programmes to begin. This will result in a
decrease in the level of headroom borrowing available to the HRA
equivalent to the land value for both sites. The value for each site is
still to be determined, however an estimate of £2.8m is currently being
used.

7.3.

Right to Buy (RTB) Receipts -under the new RTB arrangements
introduced for 2012/13 the Council signed up to an agreement with
Government to use net RTB receipts towards the provision of new
housing. It is estimated that £12.5m of RTB receipts will have been
received by the end of 2015/16. £4.8m have been allocated to new
build projects within the programme and £2m has been allocated to the
Lavender housing project for contribution towards the progression of
the redevelopment of a number of Orlit sites. The remaining receipts
will be used against further schemes as they are identified.
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7.4.

7.5.

Housing Capital Programme for 2016/17 – 2019/20
An outline housing capital programme of stock repairs and
improvements for 2016/17 has been drafted on the basis of the
existing Housing Revenue Account Business Plan. Planned works are
financed by Major Repairs Reserve (MRR) funding of £7.508m and
revenue contributions of £5.752m. Appendix F3 sets out the proposed
programme of works for 2016/17 and totals £13.260m which includes
re-phasing of £0.880m from 2015/16. It is proposed that Members
approve capital expenditure to be incurred in respect of this
programme for the sum of £12.380m with the proviso that this be
adjusted should the resource position change.
Following in principle agreement to a new council homes building
programme by Strategy and Resources Committee on 16 December
2013 the programme of works now includes new build expenditure of
£24.2m. This is financed by headroom borrowing of £12.029m, Local
Growth Fund borrowing £4.050m, net right to buy receipts of £4.987m,
sales from shared ownership of £1.104m, Revenue of £2.193m, and
income from S106 of £0.063m . Expenditure on this programme during
2016/17 to 2019/20 is shown in the table below.

Table 4- Housing Capital Support including Decent Homes funding

Housing – Capital
Resources

2016/17

2017/18

2018/19

2019/20

Total

£’000

£’000

£’000

£’000

£’000

Stock Repairs and
Improvements
Major Repairs Reserve
(MRR) Funding

7,508

7,691

7,878

8,070

31,147

Revenue Contribution to
Capital Outlay (RCCO)

5,752

3,150

3,304

2,478

14,684

13,260

10,841

11,182

10,548

45,831

Headroom Borrowing

2,847

8,008

640

11

11,506

Local Growth Fund
Borrowing

4,050

0

0

0

4,050

RTB Receipts

2,034

2,678

89

0

4,801

0

71

1,033

0

1,104

SUB TOTAL
New Build

Sales Shared Ownership
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Revenue Contribution to
Capital Outlay (RCCO)
SUB TOTAL
Total Capital Resources –
HRA

8.

9.

956

1,082

0

0

2,038

9,887

11,839

1,762

11

23,499

23,147

22,680

12,944

10,559

69,330

TRANSPORT FOR LONDON (TfL) ALLOCATIONS
8.1.

TfL provides funding under section 159 of the 1999 GLA Act to support
Local Implementation Plan (LIP) delivery by London boroughs. A
borough’s LIP contains its proposals for the implementation of the
Mayor’s Transport Strategy (MTS) for the improvement of transport
networks in its area.

8.2.

TfL has approved funding of £1.734m of Capital funding in 2016/17 to
Sutton. This includes £1.120m for corridors, £0.196m for principal
roads renewal, £0.1m for local transport schemes and £0.318m for the
Beddington Gateway. There is also a sum of £0.207m towards
revenue areas within the Corridors allocation. Overall the LIP allocation
will be used for a range of highways works including integrated
transport package and smarter travel initiatives.

OTHER CAPITAL INVESTMENT
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There are a number of capital investment initiatives that the Council is
undertaking or planning with partners which are either not reflected in
the capital programme or require further explanation.

9.2.

Lavender Partnership - this is a major regeneration project, which is
partially completed. The Council is working with partners in the
Lavender Housing Partnership on the regeneration of Durand Close
and associated sites. The total cost of the scheme is £161.3m.
Funding for the regeneration is largely coming from the sale of new
housing, the Homes and Communities Agency (HCA), the recycling of
Housing Revenue Account (HRA) land and financing from Affinity
Sutton Housing Group supported by capitalised rental income. The
Council has also earmarked up to £2m right to buy receipts for the
progression of regeneration of a number of Orlit sites. This spend is
not being carried out by the Council and therefore is not included in the
programme.

9.3.

ECOB -The programme includes expenditure on Corporate Buildings
of £0.9m in 16/17, £1.2m in 17/18, £1.3m in 18/19 and £1.2m in 19/20.
Details of this programme can be found at Appendix F4. This includes
£80k of re-phasing works from 2015/16.

9.4.

Beddington Lane Major Scheme Project – The total project cost is
in the region of £3.2m for infrastructure and place shaping works in
Beddington. The council has been successful in securing TFL funding
including a project development fund of £0.318m (phase 1). The TFL
allocation has already been announced and is included in the capital
programme. Phase 2 funding (the project delivery phase) will be
confirmed at a later date and should be in the region of £1.8m. The
Council is required to match fund an element of the cost of the works.
This sum has been identified at £1.1m and includes £0.5m for
Beddington Lane Highways Improvements funded from S106,
additional £0.150m LIP funding and £0.450m SWLP funding.
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10.

PRUDENTIAL CODE AND BORROWING
10.1.

10.2.

11.

The Prudential Code for Capital Finance became operative from April
2004. Authorities can borrow to support new capital investment
provided they consider it to be affordable, sustainable and prudential.
As prudential borrowing results in financing costs that are chargeable
to revenue it cannot be set in isolation from the revenue budget
process. Accordingly the Capital Strategy, and the Prudential Code,
requires joint consideration of revenue and capital estimates. This is
set out in the main report at appendix G as part of the treasury
management strategy. That report takes account of the prudential
borrowing now proposed and seeks approval of a number of prudential
indicators that confirm that the proposed borrowing is prudent,
affordable and sustainable.
Invest to Save Schemes - in accordance with the Prudential Code,
local authorities can also borrow to support capital investment in
schemes that are self-financing by saving future revenue costs. In the
current climate the Council has a policy to only invest to save. This
year there are several schemes in the programme where a costs are
being funded on an ‘invest to save’ basis with a reduced net revenue
cost on the Council.

RISKS AND UNCERTAINTIES
11.1.

There are a number of risks surrounding the capital programme, which
inevitably increase at a time of economic downturn and uncertainty.
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Capital Receipts -The Council has continued to be prudent in terms of
its assumptions for the inclusion of new capital receipts into the
programme, given the difficulty around some of the sites. A risk
reduction has been applied against all identified receipts to reflect, for
example, the potential uncertainty in the housing market and the
complexity of the disposal of some sites.

11.3.

Primary & Secondary Places - The programme to expand the number
of primary school places is now broadly funded, but there is a risk that
government capital funding for secondary school places funding may
not be sufficient to meet all the identified needs in the medium to
longer term. There is also evidence that construction costs are starting
to rise significantly which could have an impact on this programme.
These risks are being managed by exploring ways to minimise the cost
of individual expansion projects.

11.4.

Borrowing Costs - A provision for the revenue costs of future prudential
borrowing within the capital programme has been made within the
revenue budget. This allocation has been derived using estimates for
interest rates over the coming four years. There is a risk that interest
rates rise above these estimates affecting the cost of this borrowing.
This risk will be managed through the Council’s Treasury Strategy
ensuring that the cost of borrowing to the Council is minimised.

11.5.

Cost price inflation – with significant economic growth, demand in the
construction industry is now picking up. There is a risk that the market
cannot meet this demand in the short term and this could impact on
tendered prices, thereby driving up the cost of projects.

SUMMARY
Based on the capital programme recommended in appendix F2 the overall
incidence of expenditure and resources over the four years of the capital
programme is summarised in the table below.
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Table 5 – Summary of Capital Programme Position
2016/17

2017/18

2018/19

2019/20

Total

£'000

£'000

£'000

£'000

£’000

EXPENDITURE
Housing

23,147

22,680

12,944

10,559

69,330

Education

33,769

7,400

4,100

1,525

46,794

Other

41,500

14,091

7,078

6,152

68,821

TOTAL EXPENDITURE

98,416

44,171

24,122

18,236

184,945

Less: Re-phased
Expenditure

0

0

0

(300)

(300)

RESOURCE
REQUIREMENT

98,416

44,171

24,122

17,936

184,645

Housing

23,147

22,680

12,944

10,559

69,330

Education

33,769

7,400

4,100

1,525

46,794

Other

36,578

15,026

4,827

5,852

62,283

45,106

21,871

17,936

178,407

4,922

(935)

2,251

0

6,238

SURPLUS BROUGHT
FORWARD FROM 15/16

(6,238)

0

0

0

(6,238)

CUMULATIVE (SURPLUS) /
DEFICIT

(1,316)

(2,251)

0

0

0

RESOURCES

TOTAL RESOURCES

OVERALL NET (SURPLUS)
/DEFICIT

12.2.

93,494

Approval for borrowing within the capital resources for 2016/17 –
2019/20 and the appropriate prudential indicators is requested in the
main Commissioning and Financial Planning report. It is considered to
be prudent, sustainable and affordable.
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London Borough of Sutton
Capital Resource Allocation Policy
Under the prudential regime councils have greater flexibility to borrow to fund
capital expenditure as long as they can meet the debt servicing costs. The key
determinant is therefore affordability. Other sources of funding include capital
receipts, government grant, S106 / CIL and revenue contributions. The
availability of these sources to fund the capital programme is assessed annually
as part of the capital programme review. The Council’s resource allocation
policy is set out below:
● the framework for determining the Council’s priorities and therefore
resource allocation, will remain the Corporate Plan, given effect in the
annual commissioning and financial planning process;
● housing and education will be allocated their ring fenced capital grants and
borrowing approvals and all spending should be contained within these
sums;
● all other grants are allocated through the commissioning and financial
planning process and the capital programme review process;
● prudential borrowing should only be considered for ‘invest to save’
proposals;
● all capital receipts are managed corporately and applied in accordance with
the commissioning and financial planning process;
● best consideration will be sought for all asset disposals;
● in accordance with the agreement with central government net designated
right to buy receipts will be utilised for new housing build in the HRA (this is
after general sums retained by the Council and paid to the government
under the previous RTB arrangements and the formula sums retained for
debt redemption).
● Sums retained for debt redemption (allowable debt) will be managed
corporately as a general resource
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2016/17
Budget

2017/18
Budget

2018/19
Budget

2019/20
Budget

TOTAL

£'000

£'000

£'000

£'000

£'000

ROLLING PROGRAMMES - EXISTING
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
PEOPLE
PEOPLE
RES
RES

HRA - Decent Homes
Pavement Improvements/Resurfacing
Renovation Grants
Street Lighting
Highways Asset Maintenance
Mandatory Disabled Facilities Grant
Mandatory Disabled Facilities LBS
Priority Repairs Grant
Public Realm
Computers For Looked After Children
Capital Maintenance - Schools
Information Management - Corporate IT Refresh
Corporate Operational Buildings

13,260
500
75
400
700
743
676
11
370
10
1,500
168
932

10,841
500
75
400
700
661
83
11
250
10
1,500
435
760

11,182
500
75
400
700
661
83
11
250
10
1,500
1,068
760

0
0
0
0
0
0
0
0
0
0
0
0
0

35,283
1,500
225
1,200
2,100
2,065
842
33
870
30
4,500
1,671
2,452

Total Rolling Programmes

19,345

16,226

17,200

0

52,771

HRA - Decent Homes
Pavement Improvements/Resurfacing
Renovation Grants
Street Lighting
Highways Asset Maintenance
Mandatory Disabled Facilities Grant
Mandatory Disabled Facilities LBS
Priority Repairs Grant
Maintenance Principal Roads - TFL
Corridors & Neighbourhoods - TFL
Beddington Gateway - TFL
Public Realm
Computers For Looked After Children
Capital Maintenance - Schools
Information Management - Corporate IT Refresh
Corporate Operational Buildings
Corporate Operational Buildings - Growth
Looked After Children
Mandatory Disabled Facilities Grant (Vired to Looked After
Children)

0
0
0
0
0
0
0
0
196
1,120
318
0
0
0
0
0
0
15
(15)

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
469
15
(15)

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
502
15
(15)

10,548
500
75
400
700
661
83
11
0
0
0
250
10
1,500
1,068
760
469
15
(15)

10,548
500
75
400
700
661
83
11
196
1,120
318
250
10
1,500
1,068
760
1,440
60
(60)

Total Rolling Programmes - CHANGES

1,634

469

502

17,035

19,640

EXISTING PROGRAMME
Lavender Housing Partnership (Former Durand)
Travellers Site Improvements
Camperdown New Development
Regeneration of Richmond Green - New Build
Ludlow Lodge - New Build
Fellowes Road - New Build
Garage Sites - New Build
Nature Conservation
Contaminated Land
Air Quality Management
Cheam Leisure Centre Major Roof Refurbishments
Beddington Lane Highways Improvements
Hackbridge OLF Project
Sutton Station TFL
Invest for Sustainable Energy
Heritage Lottery Projects Unallocated
Whitehall HLF
Beddington Park HLF
Brighton Road Car Park Mitigating Measures
Parking Ticket Machine Replacement
Weekly Waste Collection
LEP Schemes

64
145
71
1,984
5,101
1,436
1,366
5
96
15
44
616
37
20
4,560
4,082
1,007
16
88
300
80
240

0
75
0
2,361
6,100
1,706
1,672
5
0
0
0
0
0
0
0
0
75
0
0
300
60
204

0
0
0
411
1,033
299
19
6
0
0
0
0
0
0
0
0
222
0
0
0
55
0

0
0
0
3
4
2
2
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

64
220
71
4,759
12,238
3,443
3,059
16
96
15
44
616
37
20
4,560
4,082
1,304
16
88
600
195
444

ROLLING PROGRAMMES - CHANGES
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
PEOPLE
PEOPLE
RES
RES
RES
PEOPLE
EH & R

EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
EH & R
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PEOPLE
PEOPLE
PEOPLE
PEOPLE
PEOPLE
PEOPLE
RES
CE
RES
RES
RES
RES
RES
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2016/17
Budget

2017/18
Budget

£'000

£'000

2018/19
Budget

2019/20
Budget

£'000

TOTAL

£'000

£'000

Access to work in the Beddington Strategic Industrial
Location
Adult Social Services IT Replacement
Devolved Formula Schools
Capital Maintenance - Schools
Equipment Purchase Non Schools
Primary Expansions
Secondary Expansions
SEN Expansions
Free Meals Kitchens
Other Education Unallocated S106
Telephony System
CCTV Schemes
Replacement Planning and Building Control Systems
Corporate Energy and Water Efficiency
Civic Offices Upgrade and re-equipment
Denmark Road Accommodation Changes
Commercial Investment Property Portfolio

120

0

0

0

120

223
450
600
4
10,452
19,552
642
50
494
33
145
343
35
6
10
1,000

40
0
0
0
5,325
550
0
0
0
0
0
0
0
0
0
0

36
0
0
0
2,575
0
0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

299
450
600
4
18,352
20,102
642
50
494
33
145
343
35
6
10
1,000

Total Existing Programmes

55,532

18,473

4,656

11

78,672

14

0

0

0

14

8
152
74
100

0
359
0
100

0
0
0
100

0
0
0
450

8
511
74
750

150
134

150
184

0
134

0
0

300
452

75
40
15
15

75
40
125
125

0
40
0
0

0
40
0
0

150
160
140
140

611
485

1,120
0

1,216
0

700
0

3,647
485

NEW BIDS
PEOPLE
PEOPLE
PEOPLE
PEOPLE
EH&R

Replace furniture Sutton, Cheam, Phoenix & Wallington
Libraries
Replace coin boxes for public use MFD machines
Refurbish Sutton & Wallington Library
Works to Little Holland House
Area Wide Parking Scheme

EH&R
EH&R

Pay on foot machine replacement

EH&R
EH&R
EH&R
EH&R

Surface Car Park improvements
Parks improvements
Beddington routes and places (1) Beddington Village

RES
EH&R

Digital Programme
Beddington Park Listed Wall

RES
EH&R
EH&R
EH&R
RES

Russettings Building Adaptations
Sutton Town Centre Infrastructure
Housing Zones
Coroners Service
Commercial Investment Property Portfolio

415
125
75
30
19,000

0
125
0
0
6,000

0
0
0
0
0

0
0
0
0
0

415
250
75
30
25,000

Total New Bids

21,518

8,403

1,490

1,190

32,601

Relocation of public computers in Sutton Library
Solar Power PV Installation
Digital Programme - invest to save element

44
43
300

0
0
600

0
0
274

0
0
0

44
43
1,174

Total Invest to save Bids

387

600

274

0

1,261

Capital Programme Total

98,416

44,171

24,122

18,236

184,945

Structural and Cosmetic Repairs to Multi Storey Car Parks

Beddington routes and places (2) Beddington Industrial Area

INVEST TO SAVE
PEOPLE
EH&R
RES

Appendix F3
Proposed HRA Capital Budget 2016 / 17

Project

Box bathrooms
Kitchens, Bathrooms and WCs

Rephasing of
15/16 Works
into 16/17

£580,000

2016/17
Programmed
Works

Total Budget
16/17

Decent Homes
Related?

£3,028,381
£920,738

Yes
Yes

£964,153

£964,153

Yes

£805,161

£1,105,161

Yes

External envelope (windows, doors, walls,
insulation) and thermal efficiency

£2,285,499

£2,285,499

Yes

Externals - Roofs

£2,282,149

£2,282,149

Yes

Communal areas and services

£793,832

£793,832

No

Central heating Improvement

£109,687

£109,687

Yes

Common door entry systems

£79,622

£79,622

No

Fire safety works

£685,854

£685,854

No

Asbestos

£100,000

£100,000

No

Void and repairs major works

£219,375

£219,375

No

Chaucer House
Aids and Adaptations

£246,797
£438,750

£246,797
£438,750

Yes
No

£12,380,000

£13,260,000

Heating
Electrics

£300,000

£880,000

105 Box bathrooms
118 Bathroom Installations 117 Kitchen Installations
239 heating improvements and projected 400 boiler
replacements
649 upgrades to dwelling and block wiring installations,
following 16/17 tranche of projected periodic inspection results
207 Window Replacements 419 Door Installs. Additional
external repairs arising from window and roof renewal, and pilot
programme of thermal efficiency improvements.
324 Roof replacements
Planned maintainance and improvement of estate and block
communal areas, lifts, heating and related M+E systems
including commencement of pipework renewal at Chaucer
Gardens
Commencement of programme of heating installtion to
electrically heated properties
Repairs and upgrades to block security systems
Installation of compliant fire doors in flats and communal areas
and other works arising from fire risk assessments.
Programme of planned asbestos remediation works
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£2,448,381
£920,738

Notes

Provision for the capitalisation of DHS kitechens, bathrooms
and related elemental renewal via the repairs contract
Completion of Chaucer House major works
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ECOB 2016/17 - PROPOSED SCHEDULE OF WORKS
Total (inc
fees)

Property/Work Classification

Works Description

Denmark Road

Building Management System Replacement
Initial electrical works stage 1 of 5 to replace all the electrical services in
the Library due to them being beyond life expectancy.

Sutton Library

£10,000
£200,000

Sub total electrical renewals
Lifts 3 and 4 to have mechanical component and controls replaced due to
being beyond life expectancy.
Goods and Staff lift to have controls and mechanisms replaced due to
constant failures.

Gibson Road Car Park
Sutton Library
Civic
Denmark Road

Mains Breakers replacement.
Replacement of Front Door mechanisms

£210,000

£210,000
£90,000
£60,000
£6,500

Sub total mechanical renewals
Redecoration of Meeting Rooms 2,3 and 4
Replacement of Blinds to Windows.
Refurbishment of Annex Meeting room AL and AR
Replacement of Blinds to Windows.

£25,000
£29,500
£5,000
£5,000
£64,500

Sub total fabric replacement works
Various works following WRA
Asbestos Re-inspections
Repairs to flint walls, Windows, spire and roof.

DDA works Contingency
Electrical Compliance Works
Mechanical Replacement
Emergency Non-Project Asbestos
General Contingency

Contingency
Contingency
Contingency
Non-Project Asbestos Contingency
Contingency

£20,000
£14,000
£35,000

Sub total statutory compliance

69,000
£12,000
£40,000
£60,000
£12,000
£18,000

Sub total contingency amounts
c/f retentions/other costs from 2015/16 programme to be charged during 2016/17

142,000
80,000

Grand Total

£932,000

Costs are provisional and nature of works and costs are likely to change as projects
develop, however the overall programme will be managed within the funding available.
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Water Risk Assessments (WRA)
Annual Re-inspections
Sutton Cemetery Chapel
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Civic
Civic
Denmark Road
Denmark Road

£366,500
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TREASURY MANAGEMENT STRATEGY, ANNUAL INVESTMENT STRATEGY AND
BORROWING LIMITS
SUMMARY
This appendix addresses the requirements of the prudential and treasury management codes and
sets out borrowing and investment strategies and a policy statement on the minimum revenue
provision required for the repayment of debt.
1. BACKGROUND
1.1 The Council is required to operate a balanced budget, which means that income raised
during the year will meet planned expenditure. Part of the treasury management operation is
to ensure that the cash flow for this is adequately planned, with cash being available when it
is needed. Where surplus monies are available these are invested in low risk counterparties
or instruments commensurate with the Council’s low risk appetite, providing adequate
liquidity initially before considering investment return.
1.2 The second main function of the treasury management service is the funding of the Council’s
capital plans. These capital plans provide a guide to the borrowing need of the Council,
essentially the longer term cash flow planning to ensure that the Council can meet its capital
spending obligations. This management of longer term cash may involve arranging long or
short term loans, or using longer term cash flow surpluses. On occasion any debt previously
drawn may be restructured to meet Council risk or cost objectives.
1.3 CIPFA defines treasury management as:
‘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’
Reporting Requirements
1.4 The Council is required to receive and approve, as a minimum, three reports each year,
which incorporate a variety of policies, estimates and actuals. These reports are required to
be adequately scrutinised by Members before being recommended to the Council. This role
is undertaken by the Audit Committee, which then reports on to Full Council. The three
reports are:
(1) Prudential and Treasury Indicators and Treasury Management Strategy –This
annual report covers:

1
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● The capital plans (including prudential indicators)
● A Minimum Revenue Provision (MRP) Policy

● The Treasury Management Strategy including treasury indicators
● An investment strategy
(2) A Mid Year Treasury Management Report –This will update members with the progress
of the treasury management position, amending prudential indicators as necessary and
whether the treasury strategy is meeting needs or whether any policies require revision. In
addition the Audit Committee will receive quarterly update reports.
(3) An Annual Treasury Report – This provides details of a selection of actual prudential
and treasury indicators and actual treasury operations after the year end compared to
estimates within the strategy.
Treasury Management Strategy 2016/17
1.5 The proposed strategy for 2016/17 covers two main areas:
Capital Issues
●
the capital expenditure plans and the prudential indicators
●
the Council’s Minimum Revenue Provision Strategy (MRP)
Treasury Management Issues
● the current treasury position
● treasury limits in force which will limit the treasury risk and activities of the Council
● the borrowing requirement
● prospects for interest rates
● the borrowing strategy
● the investment strategy including creditworthiness policy

2
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These elements cover the requirements of the Local Government Act 2003, the CIPFA
Prudential Code, the CLG MRP Guidance, the CIPFA Treasury Management Code and the
CLG Investment Guidance.
Training
1.6 The CIPFA Code requires the responsible officer to ensure that members with responsibility
for treasury management receive adequate training in treasury management. This especially
applies to members responsible for scrutiny. A training session was provided by the Council’s
treasury advisors Capita Asset Services, Treasury Solutions (formerly known as Sector) for
the Audit Committee members in December 2014. Further training will be arranged as
required.

Treasury Management Advisors
1.7 The Council uses Capita Asset Services, Treasury Solutions as its external treasury
management advisors.
1.8 The Council recognises that responsibility for treasury management decisions remains with
the organisation and will ensure that undue reliance is not placed upon its external service
providers.
1.9 It also recognises that there is a value in employing external providers of treasury
management services in order to acquire access to specialist skills and resources. The
Council will ensure that the terms of their appointment and the methods by which their value
will be assessed are properly agreed and documented, and subjected to regular review.
2. PRUDENTIAL INDICATORS FOR 2016/17 TO 2018/19
2.1 It is a statutory duty under S.3 of the Local Government Act 2003 and supporting regulations,
for the Council to determine and keep under review how much it can afford to borrow. The
amount so determined is termed the “Affordable Borrowing Limit”. In England and Wales the
Authorised Limit represents the legislative limit specified in section 3 of the Act.
2.2 The Council must have regard to the Prudential Code when setting the Authorised Limit,
which essentially requires it to ensure that total capital investment remains within sustainable
limits and, in particular, that the impact upon its future council tax and council rent levels is
‘acceptable’.

3
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2.3 Whilst termed an “Affordable Borrowing Limit”, the capital plans to be considered for inclusion
may be financed by both external borrowing and other forms of liability, such as credit
arrangements. The Authorised Limit is to be set, on a rolling basis, for the forthcoming
financial year and a minimum of the two successive financial years, details of the Authorised
Limit can be found in Annex 1 to this report.
2.4 It is also a requirement of the Prudential Code for the authority to set an ‘Operational
Boundary’. This represents the Council’s most likely estimate of external debt rather than the
upper boundary set by the Authorised Limit and is intended to inform daily treasury
management activity.
2.5 The Prudential Indicators which are relevant for the purposes of setting an integrated
treasury management strategy and which require Council approval are set out in Annex 1.
This also aligns to and supports the Council’s capital financing borrowing requirement.
3. MINIMUM REVENUE PROVISION POLICY STATEMENT
3.1 Where capital expenditure has been funded through the use of borrowing, the Council is
required to set aside an amount from revenue each year to provide for the eventual
repayment of this debt. From 2009/10 onwards the Council has been required to calculate
the Minimum Revenue Provision (MRP) using a revised methodology. The Council is
required to include in its Treasury Management Strategy a policy statement on how the new
methodology has been implemented. This is set out in Annex 3.
3.2 There is no requirement for the HRA to make a minimum revenue provision but there is a
requirement for a charge for depreciation to be made. In the HRA business plan the Council
will set aside funding in an investment reserve from 2018/19 for the repayment of the HRA
self financing loan of £141m when it matures in 2042.
3.3 When a decision is taken to appropriate assets between the Housing Revenue Account and
General fund this will generally be at full market value. Before the transfer is made a full
options appraisal will be undertaken to calculate the impact on the capital financing
requirement and the resultant charge to revenue through the Minimum Revenue provision (in
the general fund) and the impact on the borrowing headroom (in the HRA).
4. CURRENT TREASURY POSITION AND REVIEW OF ACTIVITIES DURING 2015/16
Long-term borrowing

4
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4.1 As at the end of the third quarter 2015/16, the Council has external debt totalling £213.7m
with an average annual borrowing rate of 3.82%. No new borrowing has been undertaken
during 2015/16 so far.
4.2 The Public Works Loan Board (PWLB) continues to be the main source of long term loans for
the Council. However the Council will continue to seek out alternative cheaper options where
possible such as the use of LOBO loans, or more recently, support for the Municipal Bonds
Agency . From 01 November 2012, the Government introduced the certainty rate discount on
PWLB loans. This gave a reduced 20 basis points (0.2%) on the interest rates on loans from
PWLB to principal local authorities who provided the required information on their plans for
long-term borrowing and associated capital spending. Sutton signed up to the certainty rate
discount arrangements and therefore can benefit from the reduced rates on any future PWLB
borrowing.
4.3 The Council is in the process of setting up a Housing development company (Sutton Living)
that will operate as a commercial entity but will remain wholly owned by the Council. Sutton
Living will initially be financed by a loan from the Council on which they will be charged
interest at a premium rate above which the Council can borrow at, this will reflect a risk
element and will also satisfy any state aid issues. The Treasury management prudential
indicators and borrowing limits have been adjusted to take into account the potential increase
in the borrowing requirement that will arise as a result of this.
4.4 During 2016/17 there is an additional borrowing requirement of £25m for the General Fund
and £6.9m for the HRA (excluding loans to Sutton Living). Part of the general fund borrowing
requirement relates to a loan to be made to the Sutton Decentralised Energy Network
(SDEN). The SDEN will be managed by a Council owned trading company but will be
financed by a loan provided by the Council. However it is uncertain at present whether this
will form further internal or external borrowing. This will largely depend on levels of internal
cash balances and prospects for interest rates. In 2016/17 there is also £20m of capital
expenditure on commercial property investments included within the prudential borrowing
requirement. Rental income from these properties will be used to pay for the related debt
servicing costs. Beyond 2016/17 the majority of the planned borrowing required relates to
the programme of planned new build Council housing and funding for Housing schemes
within the Development Company. With current interest rates so low the strategy to continue
using cash and internal borrowing remains the best approach, although this will be kept
under continuous review. As usual temporary borrowing will also be available to cover any
additional cash flow shortfalls. A graph showing the maturity profile of the Council’s long term
debt as at the end of the third quarter 2015/16 is attached at Annex 2.
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4.5 Part of Capita’s role is to keep the Council’s loan portfolio under review to see if savings can
be made by further debt restructuring. No restructuring has been undertaken during 2015/16
as market conditions have not been favourable. Capita will continue to look at opportunities
in the coming year with the Council although this position is not expected to change in the
short term.
4.6 The Government has announced that the structure of the PWLB will change at a time which
has yet to be determined. The reform is restricted to governance of the PWLB and will not
affect the range of products currently available to Councils. There will be no impact on
existing loans held by local authorities or the government’s policy on local authority
borrowing.
Temporary Borrowing
4.7 The Council approved a temporary borrowing limit of £55.4m for 2015/16. Given the recent
turbulent financial market conditions the Council has invested the majority of its surplus cash
overnight within low risk money market funds or for relatively short periods of time in bank
call accounts or deposits thereby maximising liquidity. In practice this has reduced any need
for temporary borrowing. Given the continuing reduction in Council’s resources it may be
necessary to undertake some temporary borrowing during 2016/17, and it is proposed to set
this limit at £65.4m. This will reduce the Council’s need to undertake long term borrowing and
the slightly higher costs associated with this.
Investments
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4.8 Investments totalled £61.8m at the beginning of the year and totalled £86.3m at the end of
December 2015. Investment balances were high during the first nine months of the year,
largely due to the advance receipt of revenue support grant and the levels of general fund
balances and earmarked reserves being held. During 2015/16, individual investment
transactions have been averaging £3.4m lent for periods from overnight to one year. Interest
earned to the end of December 2015 on the Council’s investments was £0.4m and is forecast
to be approximately £0.5m for the financial year. As in recent years, this reflects significantly
lower interest rates than previously achieved due to the historically low bank rate. However
during 2015/16 the Council took advantage of high security preferential interest rates being
offered through Capita’s Agency Treasury Services by placing deposits with Goldman Sachs
and Deutsche and continued to utilise special tranche rates provided by Lloyds Bank.
Deposits were also placed directly with Nationwide and a new notice account was opened
with Santander. The average interest rate earned to the end of December was 0.56%, which
is higher than the Council’s benchmark return of 0.41%. The benchmark is the average of the
7 day and 3 month London Interbank Bid Rate (LIBID). This was thought to be a suitable
benchmark as the majority of the Council’s core cash is invested up to 3 months.
4.9 Over the next three years investment rates are expected to be below long term borrowing
rates and so cost considerations would indicate that value is best obtained by avoiding new
external borrowing where possible and by continuing to use internal cash balances to finance
new capital expenditure. However the Council has undertaken this practice over the last few
years so the levels of core cash are expected to reduce.
Heritable Bank
4.10 On 7 October 2008, Heritable Bank, a UK subsidiary of Landsbanki was put into
administration by the High Court in London. This followed the nationalisation of Landsbanki
by the Icelandic Government during the global banking crisis of Autumn 2008. The Council
had a £5.5m on deposit with Heritable Bank when it was put into administration and these
funds were frozen.
4.11 Ernst and Young were appointed as the administrators for Heritable Bank and are required to
administer the affairs of the bank and secure the best possible outcome for the creditors of
the bank including the Council. In August 2015 the Council received the fifteenth instalment
of the recovery of the £5.5m funds invested with Heritable Bank. This payment represented
4p in the pound or £221k, which brings the total funds recovered to date to just over £5.4m,
around 98p in the pound overall so far. It is still not clear whether this is a final dividend. The
administrators have retained a reserve to provide for legal costs and expenses until the
conclusion of the administration. They do not intend to make further distributions to
unsecured creditors until all outcomes are fully known.
4.12 The Council has initiated a claim against Landisbanki, the parent company of Heritable Bank.
The claim is dependant on the conclusion of the administration of Heritable, after which no
7
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further dividend payments will be made to creditors. If the Council receives any further
amounts from Heritable, these will be offset against the subsequent claim against
Landisbanki.

5. PROSPECTS FOR INTEREST RATES
5.1 Capita’s role is to assist the Council to formulate a view of interest rates. The table below
provides their view of base interest rate forecasts for each fiscal year ending March.
UK Bank Base Rate Forecast:
● March 2016
0.50%
● March 2017
0.75%
● March 2018
1.25%
● March 2019
1.75%
5.2 The Capita’s forecast for PWLB new borrowing based on the new certainty rate (minus
20bps) is as follows:

Quarter
Ending

Bank
Base
Rate

PWLB Borrowing Rates %
(including certainty rate adjustment)

%
5 year

25 year

50 year

Mar 2016

0.50

2.00

3.40

3.20

Jun 2016

0.50

2.10

3.40

3.20

Sep 2016

0.50

2.20

3.50

3.30

Dec 2016

0.75

2.30

3.60

3.40

Mar 2017

0.75

2.40

3.70

3.50

Jun 2017

1.00

2.50

3.70

3.60

Sep 2017

1.00

2.60

3.80

3.70

Dec 2017

1.25

2.70

3.90

3.80

Mar 2018

1.25

2.80

4.00

3.90

Jun 2018

1.50

2.90

4.00

3.90
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Sep 2018

1.50

3.00

4.10

4.00

Dec 2018

1.75

3.10

4.10

4.00

Mar 2019

1.75

3.20

4.10

4.00

5.3 Economic conditions are the key factor for forecasting interest rates. UK GDP growth surged
during 2013 and the first half of 2014. However, quarter 1 of 2015 was weak and though
there was a rebound in quarter 2, it weakened again in quarter 3. The Bank of England has
forecasted for growth to increase over the next three years, driven mainly by strong
consumer demand as the squeeze on the disposable incomes of consumers has been
reversed by a recovery in wage inflation at the same time that CPI inflation has fallen to, or
near to, zero since February 2015 this year. Inflation is forecast to increase to around 1
percent in the second half of 2016, but there is considerable uncertainty around how quickly
inflation will rise in the next few years and this makes it difficult to forecast when the MPC will
decide to make a start on increasing Bank Rate. However, the Federal Reserve has recently
raised US interest rates by 0.25%, the first increase since 2006 and this could influence the
timing of a rate rise in the UK.
5.4 The current economic outlook and structure of market interest rates and government debt
yields have several key treasury management implications:
● investment returns are likely to remain relatively low during 2016/17 and beyond;
● borrowing interest rates have been highly volatile during 2015 as alternating bouts of good

and bad news have promoted optimism, and then pessimism, in financial markets. Gilt
yields have continued to remain at historically low levels during 2015. The policy of
avoiding new borrowing by running down spare cash balances, has served well over the
last few years. However, this needs to be carefully reviewed to avoid incurring higher
borrowing costs in later times, when authorities will not be able to avoid new borrowing to
finance new capital expenditure and/or to refinance maturing debt;
● there will remain a cost of carry to any new borrowing if the capital which causes an

increase in investments as this will incur a revenue loss between borrowing (interest)
costs and investment (interest) returns.
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6.

BORROWING STRATEGY
General
6.1 Currently the Council’s actual long term borrowing is well below its capital financing limit. This
difference represents the extent to which the Council has been financing capital investment
from internal cash balances. This is a consequence of the Council’s treasury management
strategy which manages the Council’s cash flows in an integrated way so that external
borrowing arises as a consequence of all the financial transactions of the Council and not
simply those arising from capital expenditure. This approach has ensured that debt levels,
and the associated revenue costs of financing that debt, have been kept to a minimum.

HRA Borrowing
6.2 A major influence on the Council’s borrowing strategy going forward is the inclusion of
significant HRA debt through the settlement payment made to Government under HRA
Reform (self financing) in March 2012. The payment totalled £141.1m and significantly
increased the level of debt that the authority holds. The Council is limited to a maximum level
of HRA debt called the debt ceiling. This ceiling was set as part of the self financing regime.
6.3 The difference between the ceiling and the actual amount of debt that the HRA currently
holds is called the borrowing headroom. This is the additional amount of debt that the Council
can use to finance HRA capital expenditure. The planned levels of borrowing are shown
cumulatively in the table below.

Headroom
£m

2015/16
Estimate

2016/17
Estimate

2017/18
Estimate

2018/19
Estimate

Borrowing
headroom

18.777

18.356

11.459

3.451

Planned
borrowing

(0.421)

(6.897)

(8.008)

(0.640)

Headroom
remaining

18.356

11.459

3.451

2.811
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6.4 The Council was successful in its bid to The Department of Communities & Local
Government for the Local Growth Fund. This means that the Council has approval to borrow
an additional £4.050m above the headroom limit from 2015/16 to support three capital
housing schemes at Fellows Road, Ludlow Lodge and Richmond Green (within the HRA).
The additional £4.050m is included in the above table. The balance of headroom shown
above of £2.811m is allocated to the cost of the appropriation of land at Fellowes Road and
Ludlow Lodge for the new build programme (£2.8m) and £11k towards planned new build
expenditure during 2019/20.
6.5 The Council is applying the two pool option to calculate interest due from the HRA and the
General fund in relation to external loans. This option splits the Council’s borrowing into two
pools, one for General fund and one for the HRA. Within this arrangement the underlying
principles are:
● there is no detriment to the General Fund
● any solution is broadly equitable for both the HRA and General Fund
● the HRA is given a greater degree of independence, certainty and control over its
borrowing charges, subject to the overriding corporate issues of the Council

General Fund Borrowing
6.6 The operational boundary that is proposed for 2016/17 is £327.1m and in 2017/18 £366.6m
and £377.5m in 2018/19. There are three PWLB loans maturing over the next three years so
decisions will need to be taken as to how these should be refinanced.
6.7 Long term funding needs have traditionally been met from the PWLB. However following the
rise in PWLB interest rates implemented by the Government as part of the Comprehensive
Spending Review 2010, PWLB loans are now not necessarily the cheapest option across all
loan periods although the certainty rate reduced the percentage by 20bps. Long term fixed
market loans rates such as LOBOs (Lender Option - Borrower Option) can often be below
the PWLB rates for the equivalent maturity periods, although it is important that an
appropriate balance is maintained between PWLB and market debt in the debt portfolio as
advised by Capita Asset Services. This is because LOBO’s are only fixed during the initial
primary period of the loan (typically 3 to 5 years) and beyond that the lender has the option to
change the interest rate and in doing so the Council has the option to repay the loan. This
introduces a level of interest rate risk if the Council has a large proportion of its debt in the
form of LOBOs. The current split between PWLB and market loans is 88/12.
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6.8 The Local Government Association has been working with local authorities to set up a
Municipal Bond Agency. The Council has become a shareholder, having invested in the
establishment of the Agency. It is likely that the Agency will be offering loans to local
authorities in the near future. It is envisaged that the borrowing rates will be lower than those
offered by the Public Works Loan Board (PWLB). The Council will consider making use of
this new option when it becomes necessary to take on additional external borrowing.
6.9 The Council will continue its policy of maintaining a planned and stable maturity pattern for its
loans whilst borrowing as cheaply as possible using all available prudent market instruments.
6.10 There are three natural maturities of existing PWLB loan debt due in the next three years. All
three loans have existing interest rates of between 3 and 10% and it is therefore expected
that any refinancing will result in a revenue saving to the Council and this has been built into
the budget plans. The loan details are shown in the table below.
Loan Amount
(£)

Maturity Date

Interest Rate

5,000,000

26/07/2016

3.02%

250,000

25/09/2017

9.88%

250,000

13/10/2018

7.88%

Treasury Management Limits on Activity
6.11 There are three debt related treasury activity limits. The purpose of these are to restrain the
activity of the treasury function within certain limits thereby managing risk and reducing the
impact of any adverse movement in interest rates. However if these are set to be too
restrictive they will impair the opportunities to reduce costs/ improve performance. The
indicators are:
o Upper limits on variable interest rate exposure. This identifies a maximum limit for
variable interest rates based upon the debt position net of investments
o Upper limits on fixed interest rate exposure. This is similar to the previous indicator and
covers a maximum limit on fixed interest rates
o Maturity structure of borrowing. These gross limits are set to reduce the Council’s
exposure to large fixed sums falling due for refinancing.
The indicators that the Council is asked to approve are shown in Annex 1.
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PWLB Debt Restructuring
6.12 The Council will continue to look for opportunities to reduce the cost of outstanding debt such
as looking at options involving switching from long term to short term debt or refinancing
using other sources of loan finance such as LOBOs. Any such exercises will be undertaken
in line with the Council’s treasury management strategy and the reasons for any rescheduling
will be either to generate cash savings and/ or discounted cash flow savings, helping to fulfil
the borrowing strategy for 2016/17 or to enhance the balance of the overall debt portfolio.
7

ANNUAL INVESTMENT STRATEGY 2016/17
Investment Policy
7.1 The Council is required to produce an Annual Investment Strategy before the start of each
financial year. The strategy and any variations would have to be approved by Full Council
and made available to the public.
7.2 In setting the strategy the Council has regard to the DCLG’s Guidance on Local Government
Investments and the revised CIPFA Treasury Management in Public Services Code of
Practice and Cross Sectoral Guidance Notes. The Council will invest its surplus funds
prudently with priority to be given to the security of capital and the liquidity of its investments
rather than yield. It will aim to achieve the optimum return on its investments commensurate
with the proper levels of security and liquidity.

Creditworthiness Policy
7.3 The Council will continue to apply Capita Asset Services’ methodology for assessing the
creditworthiness of counterparties. This has been progressively enhanced over recent years
and uses a sophisticated modelling approach with credit ratings from all three ratings
agencies – Fitch, Moody’s and Standard and Poors, forming the core element. However it
does not rely solely on the current credit ratings of counterparties but also uses the following:
o Credit watch information and credit outlooks from credit rating agencies;
o Credit Default Swap (CDS) spreads as an early indicator of potential risk; and
o Sovereign ratings to select counterparties from only the most creditworthy countries.
7.4 This modelling approach combines credit ratings, credit watches and credit outlooks in a
weighted scoring system which is then combined with an overlay of CDS spreads. This
produces an indication of the relative creditworthiness of counterparties which is expressed
by allocating to one of a series of colour bands.
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7.5 These colour codes are used by the Council to determine limits for the amount and duration
of investments. Current limits are set out below.
Yellow
No limit (AAA rated Government debt or equivalent) up to 5 yrs
Purple
£20m up to 2 years
Blue
£20m up to 1 yr (only applies to nationalised or semi nationalised UK Banks)
Orange
£17.5m up to 1 year
Red
£15m up to 6 months
Green
£12.5m up to 100 days
No Colour Not to be used

7.6 In practice this means that the Council has the ability to invest with any institutions that are
colour rated by Capita Asset Services subject to the maximum individual investment limits
shown in paragraph 7.5 above. This includes foreign institutions from countries with a
minimum sovereign rating of AA-. The list of institutions that meet these requirements as at
the date of this report are shown in Annex 5.
7.7 All credit ratings are continuously monitored using Capita Asset Services’ weekly lists and
the Council is alerted to changes to ratings of all three agencies through its use of the Capita
Asset Services creditworthiness service, which is on a real time basis. If a downgrade results
in the counterparty/investment scheme no longer meeting the minimum criteria, its further
use as a new investment will be withdrawn immediately. In addition to the use of the Credit
Ratings the Council will be advised of information in movements in CDS against iTraxx
benchmark and other market data on a weekly basis. Extreme market movements may result
in a downgrade of an institution or removal from the Council’s lending list.
7.8 In response to an evolving regulatory environment, the three main rating agencies (Fitch,
Moody’s and Standard & Poor’s) have been making changes to their assessment
methodologies during 2015. Through much of the financial crisis, the agencies have
provided some institutions with a ratings “uplift” due to implied levels of sovereign support
(e.g. RBS and Lloyds bank). Commencing in 2015, all three agencies have begun removing
these “uplifts” with the timing of the process determined by regulatory progress at the
national level. The rating agency changes do not reflect any changes in the underlying status
of the institution or credit environment, only the implied level of sovereign support that has
been built into ratings through the financial crisis.
7.9 In addition to the removal of implied support, new methodologies are now taking into account
additional factors, such as regulatory capital levels. In some cases, these factors have
“netted” each other off, to leave underlying ratings either unchanged or little changed. A
consequence of these new methodologies is that they have also lowered the importance of
the (Fitch) Support and Viability ratings and have seen the (Moody’s) Financial Strength
rating withdrawn by the agency.
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7.10 In keeping with the agencies’ new methodologies, the rating element of Capita’s credit
assessment process now focuses solely on the Short and Long Term ratings of an institution.
While this is the same process that has always been used for Standard & Poor’s, this has
been a change in the use of Fitch and Moody’s ratings. The other key elements to Capita’s
process, namely the assessment of Rating Watch and Outlook information as well as the
Credit Default Swap (CDS) overlay have not been changed
7.11 The Council will not rely solely on Capita Asset Services information to provide assurance
about institutions on the approved counterparty list. Market data is also used and if there are
any concerns over a particular institution these will be discussed with Capita Asset Services.
The institution may be removed from the list if this is felt appropriate, to minimise risk to the
Council.

Country Sovereign Limits
7.12 The Council proposes in the policy that it will only use approved counterparties from
countries with a minimum sovereign credit rating of AA- from Fitch Ratings (or equivalent
from other agencies if Fitch does not provide). This excludes the UK. The list of countries
that qualify using this credit criteria as at the date of this report are shown in Annex 4. In
accordance with this policy, this list will be amended should ratings change.

Investment Strategy
7.13 Investments will be made with reference to core balances and cash flow requirements and
the outlook for short term interest rates (i.e. rates for investments up to 12 months). The
Council’s core level of cash for investment has reduced due to the practice of internal
borrowing instead of undertaking new long term external debt. However over the past year
cash balances have remained high primarily due to the Council holding grant funding in
advance of planned expenditure.
7.14 The bank rate has been unchanged at 0.50% since March 2009. The bank rate is forecast to
remain at this level at least until December 2016. Given the low investment rate environment
the Council will avoid locking into longer term deals, particularly while investment rates
remain at historically low levels unless attractive rates are available with counterparties of
particularly high creditworthiness which makes longer term deals worthwhile and within the
risk parameters set by the Council. The Council will continue to use Money Market Funds
(MMFs) that are AAA rated with at least one of the three credit ratings agencies. The Council
may also use enhanced money market funds with a minimum AAA fS1 rating or equivalent. It
will also use call accounts and notice accounts with approved counterparties for deposits
placed directly with institutions to minimise risk.
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7.15 The treasury strategy permits the use of investment in bond funds. Like money market funds,
the assets of bond funds are held off balance sheet, which means that the risk of an investor
is to the underlying holdings of the fund and not the balance sheet of the fund manager.
Bond funds often invest some of their portfolio in the same assets as MMFs, but they also
invest in a wider range of assets which can be higher yielding, longer dated and involve a
higher degree of interest rate risk, liquidity risk or credit risk than a MMF. These funds have
a Variable Net Asset Value (VNAV), which means that the assets are valued on a daily basis
and the unit price can go up or down, depending on market sentiment. Interest earned is
included in the unit price of the investment and commonly not realised by the investor until
the investment is redeemed. As bond funds have a longer weighted average maturity they
should be used for the investment of core cash, as opposed to cash which could be needed
in the short term. Funds can be accessed quite quickly if need be. No investments in bond
funds have been made to date, however opportunities that arise over the next year will be
carefully considered.
7.16 Much of the Council’s investment activity is in the form of short term fixed rate deposits which
are classified by the Department of Communities and Local Government as “specified
investments”. As part of the investment strategy it is also proposed to invest in non-specified
investments as follows, if and when investment criteria allow:
a) cumulative deposits in excess of one year where interest rates are attractive up
to a maximum of £10.0m;
b) long term deposits to include structured deposits were appropriate (structured
deposits tend to earn higher interest but give the counterparty the option to
cancel the loan part way through the term);
c) gilts as part of debt restructuring packages proposed by Capita Asset Services, to
give more flexibility around debt restructuring following the recent PWLB
changes; and
d) Certificates of Deposit (CDs), subject to Capita Asset Services’ advice, given
their benefits regarding liquidity and early redemption.
e) The Council’s own banker, if it fails to meet the basic credit criteria. In this
instance balances will be minimised as far as is possible.
7.17 Despite a gradual reduction in core cash levels, fluctuations in the Council’s cash flow profile
through the financial year will mean there will still be significant amounts to invest at different
periods during the year.
7.18 As part of the overall control of borrowing and investment performance against targets this
will be reported on a quarterly basis presented to the Audit Committee.

16
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ANNEX 1

STATUTORY PRUDENTIAL
INDICATORS (to support the
Council’s capital financing
borrowing requirement)

2014/15

2015/16

2016/17

2017/18

2018/19

£000

£000

£000

£000

£000

Actual

Estimate

Estimate

Estimate

Estimate

Capital Expenditure:
General Fund

51,788

57,046

75,269

21,491

11,178

HRA

29,662

28,361

23,147

22,680

12,944

81,450

85,407

98,416

44,171

24,122

2.34

2.32

2.30

2.49

2.48

15.08

14.84

15.48

15.85

15.99

General Fund

117,725

116,833

137,266

138,916

134,307

HRA

159,146

159,629

166,526

174,534

175,174

276,871

276,462

303,792

313,450

309,481

Brought forward 1 April

269,381

276,871

276,462

303,792

313,450

Carried forward 31 March

276,871

276,462

303,792

313,450

309,481

7,490

-409

27,330

9,657

-3,969

Increase in council tax (band D) per
annum (£)

0.88

0.64

0.00

0.00

0.00

Increase in average housing rent per

0.00

0.03

0.45

0.52

0.02

Total
Ratio of financing costs to net
revenue stream:
General Fund (%)
HRA (%)
Capital Financing Requirement as
at 31 March:

Total
Annual change in Capital
Financing Requirement

Incremental impact of capital
investment decisions (notional)

17
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week (£)
Adoption of the CIPFA Code of
Practice

STATUTORY TREASURY
MANAGEMENT INDICATORS

The Council has adopted the 2011 CIPFA Code of
Practice for Treasury Management in the Public
Services

2014/15

2015/16

2016/17

2017/18

2018/19

£000

£000

£000

£000

£000

Actual

Estimate

Estimate

Estimate

Estimate

276,871

276,462

333,792

373,450

384,481

3,291

3,392

3,277

3,142

2,998

280,162

279,854

337,069

376,592

276,871

276,462

323,792

363,450

374,481

3,291

3,392

3,277

3,142

2,998

280,162

279,854

327,069

366,592

377,479

-308

47,215

39,522

10,887

276,871

276,462

303,792

313,450

309,481

217,656

279,854

337,069

376,592

387,479

3,850

69,964

84,267

94,148

96,870

Nil

4,500

4,500

4,500

4,500

Authorised limit for external debt:
Borrowing
Other long term liabilities
Total

387,479

Operational boundary for external
debt:
Borrowing
Other long term liabilities
Total
Annual borrowing requirement
based on Operational boundary
Total
Gross Debt
Total
Interest Rate exposure
Upper limit for fixed rate exposure
Upper limit for variable rate exposure
Upper Limit on investments in
excess of one year

18
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Maturity Structure of fixed rate borrowing
Upper Limit

Lower Limit

Under 12 months

15%

0%

12 months and within 24 months

15%

0%

24 months and within 5 years

45%

0%

5 years and within 10 years

75%

0%

10 years and above

100%

0%

Temporary Borrowing Limit
20% of the operational boundary

Nil

55,971

19
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73,318

75,496

Agenda Item 6a

Page 110

APPENDIX G

ANNEX 2
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ANNEX 3
MINIMUM REVENUE PROVISION POLICY STATEMENT 2016/17
The Council will continue to implement the new Minimum Revenue Provision (MRP) guidance
in 2014/15 and assess its MRP in accordance with the main recommendations contained
within the guidance issued by the Secretary of State under section 21(1A) of the Local
Government Act 2003.
The guidance includes specific Options Local Authorities could use for calculating MRP:
● Option 1 – Regulatory Method – For expenditure incurred before 1st April 2008 and
expenditure incurred on or after that date which is supported expenditure. MRP is
equal to an amount determined in accordance to the former regulations, which
broadly equates to 4%
● Option 2 – Capital Financing Requirement (CFR) Method - For expenditure
incurred before 1st April 2008 and expenditure incurred on or after that date which
is Supported expenditure. MRP is equal to 4% of the non-housing capital finance
requirement
● Option 3 – Asset Life Method – For capital expenditure financed by unsupported
borrowing on or after 1st April 2008. MRP is based on the life of the asset either
using the Equal Instalment method or Annuity method.
● Option 4 – Depreciation Method - For capital expenditure financed by unsupported
borrowing on or after 1st April 2008. MRP is calculated in accordance with the
standard rules for depreciation.

21
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Capital expenditure incurred before 1 April 2008 and future Supported Capital Expenditure
will continue to be charged at the rate of 4%, in accordance with Option 1 of the guidance.
Capital expenditure incurred on or after 1st April 2008 which is funded from prudential
borrowing will be subject to MRP under Option 3 Asset Life Method, which will be charged
over a period which is based on the estimated useful life of the assets, using the equal
annual instalment method. For example, capital expenditure on a new building, or on the
refurbishment or enhancement of a building, will be related to the estimated life of that
building.
Estimated life periods will be determined under delegated powers. To the extent that
expenditure is not on the creation of an asset and is of a type that is subject to estimated life
periods that are referred to in the guidance, these periods will generally be adopted by the
Council. However, the Council reserves the right to determine useful life periods and prudent
MRP in exceptional circumstances where the recommendations of the guidance would not be
appropriate.
As some types of capital expenditure incurred by the Council are not capable of being related
to an individual asset, asset lives will be assessed on a basis which most reasonably reflects
the anticipated period of benefit that arises from the expenditure. Also, whatever type of
expenditure is involved, it will be grouped together in a manner which reflects the nature of
the main component of expenditure and will only be divided up in cases where there are two
or more major components with substantially different useful economic lives.
Under the new Self-financing regime for the HRA, the Council will not initially be making a
MRP for the repayment of HRA debt.

22
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ANNEX 4
Approved countries for investments
AAA
Australia
Canada
Denmark
Germany
Luxembourg
Netherlands
Norway
Singapore
Sweden
Switzerland
AA+
Finland
U.K.
USA
AA
Abu Dhabi (UAE)
France
Qatar
AA23
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Belgium

Note:
This is the current list of Countries that the Council can invest with. However, this list may
change during the year if the Sovereign ratings of particular countries change.

ANNEX 5
Institutions Colour Rated by Capita Asset Services as at 31/12/15
COUNTERPARTY

COUNTRY

COLOUR

MAXIMUM
DURATION

LIMIT
£’000

National Bank of Abu Dhabi

Abu Dhabi

Orange

12 months

17,500

Australia & New Zealand Banking Group Ltd

Australia

Orange

12 months

17,500

Commonwealth Bank of Australia

Australia

Orange

12 months

17,500

Macquarie Bank Ltd

Australia

Green

100 days

12,500

National Australia Bank Ltd

Australia

Orange

12 months

17,500

Westpac Banking Corporation

Australia

Orange

12 months

17,500

BNP Paribas Fortis

Belgium

Red

6 months

15,000

KBC Bank NV

Belgium

Red

6 months

15,000

Bank of Montreal

Canada

Orange

12 months

17,500

Bank of Nova Scotia

Canada

Orange

12 months

17,500

Canadian Imperial Bank of Commerce

Canada

Orange

12 months

17,500

National Bank of Canada

Canada

Red

6 months

15,000

Royal Bank of Canada

Canada

Orange

12 months

17,500

Toronto Dominion Bank

Canada

Orange

12 months

17,500

Danske Bank

Denmark

Red

6 months

15,000

Nordea Bank Finland plc

Finland

Orange

12 months

17,500

Pohjola Bank

Finland

Orange

12 months

17,500

BNP Paribas

France

Red

6 months

15,000

24
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Credit Agricole Corporate and Investment Bank

France

Red

6 months

15,000

Credit Industriel et Commercial

France

Red

6 months

15,000

Credit Agricole SA

France

Red

6 months

15,000

Societe Generale

France

Red

6 months

15,000

BayernLB

Germany

Green

100 days

12,500

Deutsche Bank AG

Germany

Green

100 days

12,500

DZ Bank AG

Germany

Orange

12 months

17,500

Landesbank Baden Wurttemberg

Germany

Red

6 months

15,000

Landesbank Berlin AG

Germany

Orange

12 months

17,500

Landesbank Hessen-Thueringen Girozentrale

Germany

Orange

12 months

17,500

Landwirtschaftliche Rentenbank

Germany

Purple

24 months

20,000

NRW Bank

Germany

Purple

24 months

20,000

ABN AMRO Bank N.V.

Netherlands

Red

6 months

15,000

Bank Nederlandse Gemeenten

Netherlands

Purple

24 months

20,000

Cooperative Centrale Raiffeisen Boerenleenbank

Netherlands

Orange

12months

17,500

ING Bank NV

Netherlands

Red

6 months

15,000

Nederlandse Waterschapsbank NV

Netherlands

Purple

24 months

20,000

Qatar National Bank

Qatar

Orange

12months

17,500

DBS Bank Ltd

Singapore

Orange

12months

17,500

Overseas Chinese Banking Corporation Ltd

Singapore

Orange

12months

17,500

United Overseas Bank Ltd

Singapore

Orange

12months

17,500

Nordea Bank AB

Sweden

Orange

12months

17,500

Skandinaviska Enskilda Banken AB

Sweden

Orange

12months

17,500

Svenska Handelsbanken AB

Sweden

Orange

12months

17,500

Swedbank AB

Sweden

Orange

12months

17,500

Credit Suisse

Switzerland

Red

6 months

15,000

UBS AG

Switzerland

Red

6 months

15,000

Bank of America

USA

Red

6 months

15,000

Bank of New York Mellon, The

USA

Purple

24 months

20,000

Citibank N.A.

USA

Red

6 months

15,000

JP Morgan Chase Bank NA

USA

Orange

12months

17,500
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Wells Fargo Bank NA

USA

Purple

24 months

20,000

Abbey National Treasury Services Plc

UK

Red

6 months

15,000

Bank of Scotland

UK

Red

6 months

15,000

Barclays Bank

UK

Red

6 months

15,000

Close Brothers Ltd

UK

Red

6 months

15,000

Goldman Sachs International Bank

UK

Red

6 months

15,000

HSBC Bank Plc

UK

Orange

12 months

17,500

Lloyds Bank

UK

Red

6 months

15,000

Santander UK

UK

Red

6 months

15,000

Standard Chartered Bank

UK

Red

6 months

15,000

Sumitomo Mitsui Banking Corporation Europe
Ltd

UK

Red

6 months

15,000

UBS Ltd

UK

Red

6 months

15,000

Coventry Building Society

UK

Red

6 months

15,000

Leeds Building Society

UK

Red

6 months

15,000

Nationwide Building Society

UK

Red

6 months

15,000

Yorkshire Building Society

UK

Green

100 days

12,500

Royal Bank of Scotland

UK

Blue

12 months

20,000

National Westminster Bank

UK

Blue

12 months

20,000
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COUNCIL TAX
RECOMMENDATIONS TO COUNCIL 7 MARCH 2016
1.

That it be noted that by delegated decision on the 27 January 2015 the Strategic
Director – Resources calculated the amount of 70,569.2 as its Council Tax Base for
the year 2015/16 in accordance with regulation 3 of the Local Authorities (Calculation
of Council Tax Base) Regulations 2012 made under; sections 31B(1), (3), (4) and (5),
34(4), 42B(1), (3),(4) and (5), 45(3), (4) and (5), 48(3) to (6), 52ZX(5), (7) and (8) and
113(1) and (2) of the Local Government Finance Act 1992.

2.

That the following amounts be now calculated by the Council for the year 2015/16 in
accordance with Sections 31A to 36 of the Local Government Finance Act 1992, as
amended by the Localism Act 2011 :a.

£201,055,000 being the aggregate of the amounts which the Council estimates
for the items set out in Section 31A(2) of the Act;

b.

£115,664,000 being the aggregate of the amounts which the Council estimates
for the items set out in Section 31A(3) of the Act;

c.

£85,391,000 being the amount by which the aggregate at 2(a) above exceeds
the aggregate at 2(b) above, calculated by the Council, in accordance with
Section 31A(4) of the Act, as its council tax requirement for the year;

d.

£1,210.03 being the amount at 2(c) above divided by the amount at 1 above,
calculated by the Council, in accordance with Section 31B(1) of the Act, as the
basic amount of its Council Tax for the year;

e.

Valuation Bands

(i)

(ii)

(iii)

£

£

£

A

806.69

184.00

990.69

B

941.13

214.67

1,155.80

C

1,075.58

245.33

1,320.92

D

1,210.03

276.00

1,486.03

E

1,478.93

337.33

1,816.26

F

1,747.82

398.67

2,146.49

G

2,016.72

460.00

2,476.72

H

2,420.06

552.00

2,972.06
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f.

Column 2(e)(i) above being the amounts given by multiplying the amount at 2(d)
by the number which, in the proportion set out in Section 5(1) of the Act, is
applicable to dwellings listed in a particular valuation band divided by the number
which in that proportion is applicable to dwellings listed in valuation band D,
calculated by the Council, in accordance with Section 36(1) of the Act, as the
amounts to be taken into account for the year in respect of categories of
dwellings listed in different valuation bands;

g.

That it be noted that for the year 2016/17 the Greater London Authority has
stated the amount shown in column 2(e)(ii) in precept issued to the Council, in
accordance with Section 40 of the Local Government Finance Act 1992, for each
of the categories of dwelling shown.

h.

That, having calculated the aggregate in each case of the amounts at columns
2(e)(i), and 2(e)(ii) above, the Council, in accordance with Section 30(2) of the
Local Government Finance Act 1992, hereby sets the amounts shown in column
2(e)(iii) above as the amount of the Council Tax for the year 2016/17 for each of
the categories of dwellings shown.

i.

That the Council hereby determines that its relevant basic amount of council tax
for the financial year 2015/16, which reflects a 3.99% increase, is not excessive
having considered the Referendums Relating to Council Tax Increases
(Principles) (England) Report 2016/17 which sets out the principles that the
Secretary of State has determined will apply to local authorities in England in
2016/17 whereby the Council is required to determine whether its basic amount
of Council Tax is excessive in accordance with the principles approved under
Section 52ZB of the Local Government Finance Act 1992.
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Pay Policy Statement 2016-2017

1.

Introduction

1.1

The Council is committed to transparency of pay, and best value for money to
residents in terms of the pay bill to the workforce and quality of services provided
to residents
We monitor the Council’s benchmark position regularly in London utilising data
sets from London Councils, and in particular the annual chief officers’ salary
survey. This information is used when reviewing pay and grading structures, in
combination with data on turnover, recruitment and retention.

1.2

This pay policy statement sets out: the Council’s current position in the labour
market and pay benchmarking, pay ratios, the current pay structure and
arrangements, dealing with data transparency and senior officer termination
payments.

2.

Pay benchmarking

2.1

In terms of the senior pay benchmarks derived from the London Councils
database we know the Council is positioned in the bottom quartile for senior pay
for the 32 boroughs, and in a number of cases pays the lowest rate in the whole
of London Our overall pay rates below Chief Officer level broadly mirror the
median for Outer London Local Authorities. It should be noted when the Council
was last externally assessed by the Audit Commission it was adjudged to provide
excellent services to residents.

2.2

The pay benchmarks are reviewed annually to ensure the Council continues to
provide good value for money and that senior managers are not paid in excess of
local, regional and national labour markets, as appropriate to the job.

3.

Pay ratios and Fair Pay in the Public Sector

3.1

At 1 April 2016 the Council will have a pay ratio of 1:10 between the lowest and
highest paid employees, conforming to CIPD research evidence that the average
ratio in Local Government is 1:10. It should be noted this is well within the ratio
level of 1:20 that was established for the Hutton Fair Pay Review (March 2011) to
consider. Recent research (commissioned and published by the One Society
think tank) has suggested that the ratio for the top 250 private sector
organisations is 1:262, and 1:15 for the public sector overall.

3.2

The Council ensures senior managers are required to demonstrate they are
performing to appraisal objectives in order to qualify for incremental pay
increases and this pay policy system conforms with the recommendations from
the Hutton Fair Pay Review that senior managers’ pay includes an element of
‘earn back’.

3.3

As well as comparing with the lowest paid we also make comparison with the
median (recommended in the Government’s transparency guidelines). The ratio
of the Chief Executive’s pay to median employee salary at 1 April 2016 will be
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1:6. The Hutton report suggested the ratio for the FTSE top 250 private sector
companies was 1:38.
3.4

At the time of preparing this pay statement the Government was undertaking
consultation on its proposals for mandatory reporting from early 2016 of the
gender pay gap for organisations with more than 250 employees. At 1 April 2016
the average full-time salary for males employed by the Council will be £31,463 a
year, and the average full-time salary for females will be £30,254 a year. The
gap between male and female pay will be £1,209 (3.8%).

4.

Current pay structures and arrangements

4.1

The Council operates:
• The Joint National Council (JNC) for LA Chief Executives, and the JNC for LA
Chief Officers pay agreement arrangements &
• The National Joint Council (NJC) Greater London Provincial Council (GLPC)
Outer London pay agreement for most posts below chief officer. From 1 April
2016 the Council will grade all NJC posts based on the Hay job evaluation
scheme.

4.2

Some other employees are paid on nationally determined pay scales such as:
Soulbury, Youth & Community, Teachers and local conditions.

4.3

From 1 April 2016 all NJC employees, Chief Officers and the Chief Executive will
be placed on grades with incremental progression on an annual basis.
Progression through the grade will be dependent upon the employee’s appraisal
outcome taking into account whether they have met their annual performance
objectives, their behaviours and an assessment of their overall contribution.

4.4

Senior Employees receive no performance related pay or bonuses. They receive
no overtime or pay in lieu of leave. From 1 April 2015 they contribute a
percentage of their salary to the local government pension scheme based on
their salary band:
£43,501 - £60,700
£60,701 - £86,000
£86,001 - £101,200
£101,201 - £151,800
Over £151,800

8.5%
9.9%
10.5%
11.4%
12.5%

Sutton’s employer contribution to the pension fund for all contributing members is
17.4%. In some years the Chief Executive also receives election expenses of £4k
to £5k when general, local or European elections occur. Annual cost of living
increases are determined nationally. Any sums relating to conference speeches
or non-executive directorships of other public bodies are paid to the Council.
4.5

The Council’s Executive Committee gave approval to the current senior manager
pay and grading structure, including Chief Officers, in March 2008. All chief
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officer recruitment is dealt with via the cross-party Council’s appointments subcommittee (a sub-committee of full Council) at which the salary package is
considered and approved. These arrangements enable prompt member-level
decision making to meet operational demand
4.6

There have been no increases in pay rates for Strategic Directors or the Chief
Executive since April 2008. These rates will not change when the Council adopts
the People Plan grade structures from 1 April 2016.

4.7

Any proposed changes to the pay and grading structure are subject to an
Equality Impact Assessment to assess the likely impact of the changes. We
conducted a full Equal Pay Audit in 2006, which found no significant issues, and
we conduct further smaller audits on a periodical basis. A further full Equal Pay
Audit is planned for the 2016/17 financial year.

4.8

The Council has adopted the London Living Wage as the minimum rate of pay for
its employees.

5.

Transparency arrangements

5.1

Since 2009/10 the Chief Executive’s remuneration, that of the Strategic Directors,
and any officer earning over £100k, have been the subject of a published
statement on the Council’s website. This information will continue to be updated
on an annual basis. Other salary and budget information is published in the
annual statement of accounts, available from the Council’s website.

5.2

The Council publishes via its Internet site:
● all senior employee salaries with: names, title, salary band and information
including job descriptions that will cover span of control and managerial
responsibilities
● on an annual basis a schedule of all council employees earning £50,000*, or
more, in accordance with the recommended code of practice for data
transparency.
● structure charts as recommended by the government code of practice for
data transparency.

6.

Termination payments

6.1

For Chief Officers, the council reports to Strategy and Resources Committee all
termination payments and the rationale for such a termination arrangements for
these matters to be approved by members of the Council. These arrangements
in regards to severance payments enable prompt member-level decision making
to meet operational demand.

6.2

The Council will continue to review and publish our policy on the exercise of
discretions under local authority regulations covering compensation for early
termination of employment, redundancy and pension enhancements. We will
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consider our policy on the remuneration of chief officers who returned to a local
authority.
6.3

At the time of preparing this pay statement the Government was undertaking
consultation on its proposals to cap termination payments in the public sector at
£95,000, to be implemented via the Enterprise Bill. Should these proposals be
adopted they will apply to the Council.

6.4

The government was also undertaking consultation on proposals for the recovery
of exit payments in certain circumstances where an employee subsequently
takes up work with a public body. Once the legislation is finalised and should it
become law, it will be incorporated into this pay statement.

APPENDIX J

Gross and Net Expenditure by Directorate

Directorates
Peoples - Adult Social Services

2015/16
Net
Expenditure
£’000
63,354

2016/17
Gross
Expenditure
£’000

2016/17
Gross
Income
£’000

2016/17
Net
Expenditure
£’000

(7,753)

66,693

11,096

(11,096)

0

8,619

(8,619)

0

3,750

3,118

(86)

3,032

Peoples - Children, Young People & Learning

44,033

48,261

(4,911)

43,350

Environment & Neighbourhoods

34,022

48,072

(10,044)

38,028

563

4,693

(3,161)

1,532

11,192

2,750

(2,321)

429

156,914

201,055

(47,991)

153,064

Ringfenced Better Care Funding Joint NHS / LA Grant
Ringfenced Public Health Funding Grant
Chief Executive’s

Resources
Non-Service Revenue Accounts
Total

(8,524)

(8,147)

Net Budget Requirement

148,390

144,917

Revenue Support Grant

(33,796)

(24,751)

Business Rates

(15,157)

(15,606)

Top Up Grant

(17,476)

(17,622)

(2,662)

(1,330)

1,831

(217)

81,130

85,391

Collection Fund Surplus – Council Tax
Collection Fund Surplus - NNDR
Amount from Council Tax
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SECTION 6
MEMBERS’ ALLOWANCES SCHEME

This section comprises the following:

PART 1

Current Members’ Allowances scheme

Page
2

PART 2

Appendix A – Current Allowance rates

5

PART 3

Appendix B – Councillors’ job profile and job profiles of
Councillors who receive Special Responsibility Allowances

6

PART 4

Appendix C - List of approved duties for claiming Carers’
Allowance, travel and subsistence

13

1
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CURRENT MEMBERS ALLOWANCES' SCHEME

This outlines the arrangements in Sutton for paying allowances to Councillors and
other persons who are Committee members. The amounts are reviewed from time to
time following a report from an Independent Remuneration Panel established by the
Association of London Government. The current amounts are set out in Appendix A.
1.
Basic Allowance
All Councillors receive a monthly basic allowance. Councillors are entitled to receive
it from the date on which they make a declaration of acceptance of office until they
cease to be a Councillor. Basic allowance is paid to recognise the time devoted to
carrying out the responsibilities as an elected Councillor, attending and preparing for
meetings, representing the Council on outside bodies, representing individual
constituents and representing local community interests. It also covers the cost of
travelling within the borough and other incidental costs, e.g. use of private
telephones. The allowance will be increased or decreased by the amount of the
annual local government pay settlement each year. A job profile for a Councillor is set
out in Appendix B to this scheme.
2.
Special Responsibility Allowance
Councillors who have special responsibilities within the Council are eligible to claim
special responsibility allowances. The posts that attract special responsibility
allowance and the amount paid are set out in Appendix A to this scheme.
Councillors may only claim special responsibility allowance in respect of one post.
Where two or more posts are held, only the higher or highest qualifying allowance is
paid. The allowance will be increased or decreased by the amount of the annual local
government pay settlement each year. Job profiles for those Councillors who receive
special responsibility allowance are set out in Appendix B.
Where Councillors who receive special responsibility allowance payments are unable
to perform their duties due to sickness, maternity or paternity leave, they are allowed
to continue to claim their allowance. The allowance will also be paid to any other
Councillor who is carrying out the duties on their behalf, subject to no Councillor
receiving more than one special responsibility allowance.
3.

Conferences

2
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Councillors may not claim an allowance to attend a conference. However, where the
attendance has been approved by the Council, the conference fees, travel and
subsistence costs incurred are reimbursable.
4.
Mayor’s and Deputy Mayor’s Allowance
The Mayor receives a separate allowance equivalent to that received by Committee
Chairs.
The Deputy Mayor receives a separate allowance of one quarter of the Mayor’s
allowance.
5.
Co-optees’ Allowance
The Co-optees’ allowance will not be paid to members of the Council’s Committees
and Sub-Committees who are not Councillors. However, Co-Opted Members are
entitled to claim a travel allowance when on Council business both inside and outside
the borough.
6.
Travel and Subsistence
Councillors may only claim reimbursement of travel costs when the journey goes
outside the London Borough of Sutton.
The Council can reimburse subsistence to a set limit when the meeting attended or
duty carried out is on a list of approved duties. These are only payable when the
expense has been incurred.
The current schedule of approved duties in Sutton for which Members can claim is
set out in Appendix C. The travel and subsistence allowances mirror those paid to
officers and will automatically be increased or reduced in line with any change in the
officer allowances scheme.
7.
Support for a Councillor with a Disability
The Council will provide support for disabled Councillors, where appropriate, by
actively discussing an individual’s needs and putting in place the necessary support
mechanisms wherever practicable. Some of these mechanisms may include support
outside of this scheme, for example in providing transport support within the Borough.
8.

Dependent Carers’ Allowance
3
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The Council has also agreed to the payment of an allowance to Members to cover
the cost of providing care for children or dependents whilst engaged on approved
Council duties. The amount of allowance will be £6.15 per hour subject to a
maximum weekly payment of £46.12, equivalent to 7.5 hours care per week. This
allowance may only be claimed in respect of caring for children aged 15 or under or
in respect of other dependents where there is medical or social work evidence that
care is required. Only one weekly payment may be claimed in respect of the
household of each member, except in special circumstances to be judged by the
Council’s Standards Committee. The allowance will only be paid as a reimbursement
of incurred expenditure against receipts. It will not be payable to a member of the
claimant’s own household. Any dispute as to entitlement and any allegation of abuse
will be referred to the Council’s Standards Committee for adjudication.
9.
How to Claim for Travel, Subsistence and Dependent Carers’ Allowances
To ensure prompt payment Members are asked to submit their fully completed claim
forms monthly alongside any other claims they may submit. They should be sent to
committeeservices@sutton.gov.uk . The ultimate responsibility for the accuracy of
any claims rests upon each individual claimant. A record of all payments made is
open to public inspection and the right to examine claims is exercised from time to
time by the press and public. The Chief Internal Auditor (020 8770 5260) will be
pleased to answer any questions on this aspect. Any claim must be made within six
months of the date of incurring the expenditure.

10.
Payments made direct to Bank Accounts
As payments will be made monthly all claimants are requested to provide an account
into which the payments can be paid at the end of the month.
A payment slip will be sent to claimants showing the amount paid into their account,
together with the appropriate deductions.
Members with pay queries should contact the Sutton Central Operations Team on
020 8770 5326 or 020 8770 6526 or suttoncot@sutton.gov.uk
11.
Taxation
Tax will be deducted in accordance with instructions received from the Tax Office.
Claimants will be supplied with a statement of tax deducted at the end of the tax year.
If members have queries relating to taxation they should contact the Inland Revenue
directly.
4
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12.
Amendments to this Scheme
Any amendments made to this scheme will be automatically backdated to 1 May of
the year in question.
13.
Claiming Allowances from more than one Authority
Where a Councillor is also a member of another authority, that Councillor may not
receive allowances from more than one authority in respect of the same duties.

14.
Forgoing the Allowances
Any person entitled to receive an allowance may, by notice in writing to the Chief
Executive, elect to forgo their entitlement or any part of their entitlement to
allowances.
15.
Time Limits for claiming Allowances
All claims for travel, subsistence or dependent carers’ allowances must be made
within six months of the date of incurring the expenditure.

5
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APPENDIX A – ALLOWANCES: RATES FROM 1 MAY 2015

The current rates for allowances for Members are as follows:
Basic Allowance
Each Councillor
Special Responsibility Allowance
Leader of the Council
Deputy Leader of the Council
Committee Chairs
Lead Member for Finance
Scrutiny Committee Chair
Planning Committee Chair
Committee Vice-Chairs
Scrutiny Committee Vice-Chair
Planning Vice-Chair
Principal Opposition Group Leader
Licensing Committee Chair
The Mayor
Local Committee Chairs
Audit Committee Chair
Pension Committee
Appeals Committee Chair
Deputy Mayor

£10,519
£40,071 pa
£27,480 pa
£17,565 pa
£12,120 pa

£8,943 pa
£14,892 pa
£10,488 pa
£8,943 pa
£5,244 pa
£2,835 pa

Dependent Carers Allowance
£6.15 per hour subject to a maximum weekly payment of £46.12.
Travel and Subsistence
For journeys outside of the London Borough of Sutton, Councillors are expected to
use public transport and claim the fare.
Motor Mileage Allowance
All motorcycles and cars up to 999 cc
All motorcycles and cars over 999 cc
All cars all motorcyles 24p
Day Subsistence Allowances
Breakfast Allowance (more than 4 hours away
6

42.9p per mile
46.9p per mile
45p per mile
£4.75
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from normal place of residence before 11 am)
Lunch Allowance (more than 4 hours away from
normal place of residence, including the lunchtime
between 12 noon and 2 pm)
Tea Allowance (more than 4 hours away from the
normal place of residence including the period 3
pm to 6 pm)
Evening Meal Allowance (more than 4 hours away
from normal place of residence ending after 7 pm)

£6.55

£2.58

£8.11

The rate of level of mileage allowances will be automatically updated to reflect any
changes to HMRC approved rates for business mileage incurred in a privately owned
vehicle.
Overnight Subsistence Allowance
Pay the actual cost of the accommodation.
PART 3

APPENDIX B - COUNCILLOR ROLE PROFILES

Purposes:
1.
To participate constructively in the good governance of the area.
2.

To contribute actively to the formation and scrutiny of the authority’s policies,
budget, strategies and service delivery.

3.

To represent effectively the interests of the ward to which the Councillor was
elected, and deal with constituents’ enquiries and representations.

4.

To champion the causes which best relate to the interests and sustainability of
the community and campaign for the improvement of the quality of life of the
community in terms of equity, economy and environment.

5.

To represent the council on outside bodies, such as a charitable trusts and
neighbourhood associations.

Key Tasks:
1.
To fulfil the statutory and locally determined requirements of an elected
member of a local authority and the authority itself, including compliance with
all relevant codes of conduct, and participation in those decisions and
7
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activities reserved to the Full Council (e.g. setting budget, overall priorities,
and strategy).
2.

To participate effectively as a member of any Committee or Panel to which the
Councillor is appointed, including related responsibilities for the services falling
within the Committee’s (or Panel’s) terms of reference, human resource
issues, staff appointments, fees and charges, and liaison with other public
bodies to promote better understanding and partnership working. This could
include chairing of Sub-Committees or task groups set up by the Committee.

3.

To participate in the activities of any outside body to which the Councillor is
appointed, providing two-way communication between the organisations.
Also, for the purpose, to develop and maintain a working knowledge of the
authority’s policies and practices in relation to that body and of the
community’s needs and aspirations in respect of that body’s role and
functions.

4.

To participate in the scrutiny or performance review of the services of the
authority including, where the authority so decides, the scrutiny of policies and
budget, and their effectiveness in achieving the strategic objectives of the
authority.

5.

To participate, as appointed, in the area – and service-based consultative
processes with the community and with other organisations.

6.

To represent the authority to the community, and the community to the
authority, through the various forums available.
To develop and maintain a working knowledge of the authority’s services,
management arrangements, powers/duties, and constraints, and to develop
good working relationships with relevant officers of the authority.

7.

8.

To develop and maintain a working knowledge of the organisations, services,
activities and other factors which impact upon the community’s well-being and
identity.

9.

To contribute constructively to open government and democratic renewal
through active encouragement to the community to participate generally in the
government of the area.

8
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10.

To participate in the activities of any political group of which the Councillor is a
member.

11.

To undertake necessary training and development programmes as agreed by
the authority.

12.

To be accountable for his/her actions.

9
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ROLE PROFILES OF COUNCILLORS WHO RECEIVE SPECIAL
RESPONSIBILITY ALLOWANCES
Leader of the Council
Purpose
To provide political leadership, to propose a policy framework and budget and to
have overall responsibility for key functions within the agreed policy framework.
Key Tasks
To undertake the functions of a Councillor and also:
●
to provide leadership within the Council;
●
to undertake responsibility for developing and proposing overall strategy,
budget, policy arrangements and service reviews;
●
to represent the Council in the community and in discussions and negotiations
with regional, national and international organisations and others in relation to
the pursuit of matters of interest to the authority and its community;
●
to chair Strategy and Resources Committee and to take responsibility,
individually or collectively, for any specific portfolio that is allocated, including
providing a political lead on and proposing new policy, strategy, programming,
budget and service standards, as well as acting as spokesperson for the
authority.
Deputy Leader of the Council
Purpose
To fulfil the purposes of a Councillor and also:
●
to take responsibility within Strategy and Resources Committee on the basis of
individual or collective or joint responsibility for a service or function of the
authority;
●
to assist the Leader of the Council as the designated Deputy Leader.
Key Tasks
To undertake the functions of a Councillor and also:
●
to assist the Leader of the Council in the formal processes of the authority
and matters of leadership of the authority including
●
developing and proposing overall strategy, budget, policy arrangements and
service reviews and
●
representing the authority in the community and in discussions and
negotiations with regional, national and international organisations and others
10
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in relation to the pursuit of matters of interest to the authority and its
community;
to participate in Strategy and Resources Committee and to implement agreed
policies by taking responsibility, individually or collectively, for any portfolio that
is allocated, including providing a lead on and proposing new policy, strategy,
programming, budget and service standards as well as acting as
spokesperson within and outside the authority for the service/function;

Leader, Principal Opposition Group
Purpose
To carry out the functions of a Councillor and also:
●
to lead the principal opposition group on the Council
Key Tasks
To undertake the tasks of a Councillor and also:
●
to lead the Council’s formal opposition, including scrutiny of the majority
group’s administration of the authority and act as spokesperson for the
opposition group of which he/she is leader;
●
to co-ordinate the participation of the principal opposition group in the
business of the Council by organising that group’s members, liaising with
officers and other political groups as appropriate.
Committee Chairs
Purpose
To carry out the functions of a Councillor and also:
●
to lead the work of their Committee of the authority;
Key Tasks
To undertake the functions of a Councillor and also:
●
to participate fully in the work of the Committee they chair and to implement
agreed policies by taking responsibility, individually or collectively, for the work
of that Committee including providing a lead on and proposing new policy,
strategy, programming, budget and service standards as well as acting as
spokesperson within and outside the authority for the services/functions that
are within the responsibilities of the Committee.
●
to lead the work of the Committee of the authority and to chair that Committee,
including working with officers to determine a programme of work.
Lead Councillors
Purpose
11
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To carry out the functions of a Councillor and also:
●
to take responsibility on the basis of individual or collective responsibility, for a
specific service or function of the authority;
Key Tasks
To undertake the functions of a Councillor and also:
●
to participate in the relevant Committee and to implement agreed policies by
taking responsibility, individually or collectively, for any portfolio that is
allocated including providing a lead on and proposing new policy, strategy,
programming, budget and service standards as well as acting as
spokesperson within and outside the authority for the service/function.
Committee Vice Chairs
Purpose
To carry out the functions of a Councillor and also:
●
to deputise for and support the Chair of the Committee and take responsibility
for any tasks that the Chair asks to be undertaken.
Key Tasks
To undertake the functions of a Councillor and also:
●
To deputise for and support the Chair of the Committee
●
To undertake and take responsibility for any specific tasks that the postholder
is asked to carry out
Chairs of Local Committees
Purpose
To carry out the functions of a Councillor and also:
●
to lead the work of a Local Committee of the authority;
Key Tasks
To undertake the functions of a Councillor and also:
●
to lead the work of a Local Committee of the authority and to chair that
Committee, including
●
working with officers to determine a programme of work,
●
representing the area within and outside the authority as necessary.
Chair of Scrutiny Committee
Purpose
To carry out the functions of a Councillor and also:
12
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to lead the work of the Scrutiny Committee of the authority that is geared to
the delivery or review of a service or the discharge or review of a function of
the authority, Safer Sutton Partnership or the Health Service;

Key Tasks
To undertake the functions of a Councillor and also:
●
to lead the work of the Scrutiny Committee of the authority geared to the
monitoring, review and scrutiny of a service or function of the authority
●
to chair that Committee including working with officers to determine a
programme of work of monitoring and performance reviews.
●
to lead the work on health scrutiny geared to the monitoring, review and
scrutiny of a service or function of the authority or health authorities in the
borough and of the policies and decision making of the authority; or
●
to lead the work on crime and disorder, geared to the monitoring, review and
scrutiny of a service or function contained in the Police & Justice Act 2006.
●
to lead the work on flood risk management function as contained within the
Localism Act 2011.
Chair of Audit Committee
Purpose
To carry out the functions of a Councillor and also:
●
to lead the work of an Audit Committee of the authority that is geared to carry
out the Audit Committee function, based on CIPFA guidance.
Key Tasks
To undertake the functions of a Councillor and also:
●
to lead the work of an Audit Committee of the authority geared to carry out the
Audit Committee function, based on CIPFA guidance.
●
to chair that Committee including working with officers to determine a
programme of work.
Chair of Planning Committee
Purpose
To carry out the functions of a Councillor and also:
●
to lead the work of the Planning Committee of the authority in taking decisions
on planning applications and other planning regulatory matters.
Key Tasks
To undertake the functions of a Councillor and also:
13
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to lead the work of a Planning Committee of the authority in considering and
taking decisions on planning applications and other such planning regulatory
matters that are the responsibility of that Committee
to chair that Committee, including working with officers to determine a
programme of work.

Chair of Licensing Committee
Purpose
To carry out the functions of a Councillor and also:
●
to lead the work of the Licensing Committee of the authority in taking decisions
on licensing and gambling applications.
Key Tasks
To undertake the functions of a Councillor and also:
●
to lead the work of a Licensing Committee of the authority in considering and
taking decisions on licences and gambling applications that are the
responsibility of that Committee
●
to chair that Committee, including working with officers and partners to
determine a programme of work.
Chair of Pension Committee
Purpose
To carry out the functions of a Councillor and also:
●
to lead the work of the Pension Committee that is responsible for all matters
relating to the Council’s Pension Fund.
Key Tasks
To undertake the functions of a Councillor and also:
●
to lead the work of the Pension Committee of the authority responsible for all
matters relating to the Council’s Pension Fund.
●
to chair that Committee including working with officers to determine a
programme of work.
Chair of Appeals Committee
Purpose
To carry out the functions of a Councillor and also:
●
to lead the work of an Appeals Committee of the authority.
Key Tasks
To undertake the functions of a Councillor and also:
14
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To lead the work of an Appeals Committee in considering appeals against
dismissal on the grounds of misconduct or incapability under the provision of
nationally and locally negotiated conditions of service by any employee of the
Council, other than a teacher or lecturer.

Chair of Standards Committee
Purpose
To lead the work of the Standards Committee that is responsible for promoting and
maintaining high standards of conduct and probity for all Councillors, co-opted
members, other members of Council Committees and joint Committees, members of
Council sponsored bodies, and Council representatives on other organisations,
assisting those members to observe Sutton’s Code of Conduct, and considering
allegations of breaches of Sutton’s Code of Conduct.
Key Tasks
To lead the work of the Standards Committee and also:
●
promote and maintain high standards of conduct and probity for all Councillors,
co-opted members, other members of Council Committees and joint
Committees, members of Council sponsored bodies, and Council
representatives on other organisations,
●
assisting those members to observe Sutton’s Code of Conduct.
The Mayor
Purpose
To carry out the functions of a Councillor and also:
●
To carry out an ambassadorial and promotional role on behalf of the borough.
●
To uphold and promote the purposes of the Constitution and to interpret the
Constitution when necessary
●
To preside over meetings of the Council so that its business can be carried out
efficiently having regard to the rights of Councillors and the interests of the
community.
●
To promote public involvement in the Council’s activities.
●
To attend civic and community functions as the civic representative.
The Deputy Mayor
Purpose
To carry out the functions of a Councillor and also:
To deputise for the Mayor in the following duties
●
To carry out an ambassadorial and promotional role on behalf of the borough.
15
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To uphold and promote the purposes of the constitution and to interpret the
constitution when necessary.
To preside over meetings of the Council so that its business can be carried out
efficiently having regard to the rights of Councillors and the interests of the
community.
To promote public involvement in the Council’s activities.
To attend civic and community functions

16
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APPENDIX C - LIST OF APPROVED DUTIES FOR CLAIMING
CARERS ALLOWANCE, TRAVEL AND SUBSISTENCE

Attendance previously approved by the Committee concerned at meetings with
representatives of other local authorities, Government departments and other official
bodies.
Meetings that a Councillor is appointed to attend as a representative of a local
authority association.
Attendance at any Public Inquiry when giving evidence on behalf of the Council.
Conferences that a Councillor is appointed to attend.
Meetings of all other bodies to which Councillors are appointed as a representative of
the Council or a Committee. These include: Committees and Sub-Committees of the
Council, Joint Committees with other local authorities, Advisory Committees, Joint
Committees with Staff, working panels, steering groups, advisory groups and outside
bodies (appointed to by the Council).
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