APPENDIX W1: 2016/17 to 2020/21 Capital Programme – Major Projects

Major Projects over £2m

GENERAL FUND
BSF - Sydenham (D&B)
Schools - Primary Places Programme
Schools – Minor Works Capital Programme
Schools - Other Capital Works
Highways & Bridges - TfL
Highways & Bridges - LBL
Catford TC (inc Broadway & Milford
Towers) Regeneration
Asset Management Programme - Non
Schools
Excalibur Regeneration
Heathside & Lethbridge Regeneration
Lewisham Homes – Property Acquisition
Acquisitions – Hostels Programme
Disabled Facilities Grant
Private Sector Grants and Loans
Other Schemes

HOUSING REVENUE ACCOUNT
Aids and Adaptations
Hostels Programme
Housing Matters Programme
Decent Homes Programme ( LH)

TOTAL PROGRAMME
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APPENDIX W2: Proposed Capital Programme – Original to latest Budget
Total
£000

Total
£000

GENERAL FUND
Original Budget (Feb 2016)
New Schemes during the year
17/18 & 18/19 Schools Places Programme
17/18 Schools Minor Works Capital Programme
Essential Footpath Resurfacing Parks,
Cemeteries and Crematorium
Day services remodelling & Community hub
development
Greystead Estate and Fairlawn School
Thames Tideway Tunnel – Landscapping
Masterpiece
Louise House and Library Works
Coulgate Street – Public Realm Scheme

85,401

28,551
3,345
1,366
709
420
291
108
102
34,892

19/20 & 20/21 Rolling Programmes
LBL Highways
ICT – Tech Refresh
AMP Programme
Disabled Facilities Grant
Private Sector Grants – Disc
Cash Incentive Scheme

3,500
1,000
5,000
1,400
1,200
400
12,500

Approved variations on existing schemes
15/16 Underspends on various schemes
16/17 Schools Primary Places Programme –
Additional funding
16/17 TfL Highways Programme
New Homes, Better Places- Besson Street
Development – Additional funding
Education Catering Investment – Additional
funding
Borough Wide 20 MPH Zone – Additional
funding
Disabled Facilities Grant – Additional Grant
Achilles Street Development – Additional

8,976
3,714
2,988

942
728
1,120
353
212

funding
Schools CERA –Funding discontinued
Aids & Adaptations – Transferred to HRA
Other variations

(3,600)
(800)
85

Latest Budget

14,718

147,511

HOUSING REVENUE ACCOUNT
Original Budget (Feb 2016)
251,855
Re-phasing Budgets and addition of 20/21
Budgets
- Rephasing of HRA Budgets (16/17 to 19/20)
- 20/21 HRA Budgets
Aids & Adaptations – Transferred from GF
Aids & Adaptations – Rolling Programme
Latest Budget

Latest Capital Programme 5 Year Budgets
(16/17 to 20/21)

(29,702)
50,152

20,450
800
800
273,905

421,416

W3: Hatcham Temple Grove School – Debt Write-off
1. In June 2009, a Design and Build Contract for the redevelopment of the
school facilities at Hatcham Temple Grove operated by the
Haberdashers Askes Academy Trust (Trust) was entered into by the
Authority and the Local Education Partnership (LEP). In April 2010 a
fire that started in one of the areas of the facilities being worked on
caused widespread damage to the areas being worked on at that time
but also to areas that had been completed and handed over for use to
the Trust.
2. Reports were brought to Mayor and Cabinet on the 5 December 2012
and the 6 March 2013 updating on the progress made to ensure the reinstatement of the school. These reports set out the complexity of the
insurances position which necessitated both the assignment of the
Authority’s Contract works insurance proceeds to the Trust, and the
entering into of a Development Agreement between the Authority and
Trust to allow the Trust to act as a developer and deliver the reinstatement project. These reports set out the financial contribution that
the Authority would make to the Trust for this scheme, and the potential
for these monies to be re-couped via insurance claims.
3. The re-instatement project commenced in late 2013, completed in
December 2014 and the school opened in January 2015. The Authority
and the Trust worked together during 2015 and 2016 to pursue a single
claim for insurable losses and reached a successful settlement with the
Trust insurers in September 2016, thus avoiding court proceedings
which generally result in reduced settlements and further legal costs.
The settlement received by the Authority covered the contributions
made to the Trust under the Development Agreement for the reinstatement works, as approved by M&C on 6 March 2013.
4. However, immediately following the fire the Authority’s Building Control
service attended site and deeming the remaining building to be a
Dangerous Structure arranged for buttress scaffolding to be erected.
This scaffolding remained in situ from 2010 until the re-instatement
works in late 2013. The total cost of this scaffolding is £821k. The
settlement reached has allowed for the repayment of the capital
contribution for the re-instatement works and the allocation of £538k by
the Trust towards the Building Control debt, resulting in irrecoverable
debt of £283k. The irrecoverable debt represents the Authority’s
proportion of uninsurable and irrecoverable losses and Officers
recommend that this debt now be written off.

APPENDIX X1: Proposed Housing Revenue Account Savings 2017/18
X1.1 The HRA strategy and self-financing assessments are continually
updated and developed with the view to ensuring resources are
available to meet costs and investment needs and are funded for
2017/18 and future years.
X1.2 Savings and efficiencies delivered in the 2017/18 budget can be reinvested to off-sent constrained rent rises or to help bridge any
investment gap identified. As a prudent measure the original financial
model was developed with no savings identified. Subsequently,
discussions have taken place regarding appropriate savings and
‘target’ management and maintenance costs per unit. For example,
there is already an assumed reduction in the Lewisham Homes fee in
2017/18 to reflect stock losses through Right to Buy Sales. Although no
direct efficiencies/savings are currently being considered for 2017/18,
work continues to identify opportunities for cost reductions and
efficiencies relating to the HRA business model. Where identified,
these savings would be available to off-set future rental losses due to a
constrained uplift to protect investment in stock or services.
X1.3 An update of the HRA Strategy, Savings Proposals, proposed rent &
service charge increases and comments from consultation with tenant
representatives will be reported to Mayor & Cabinet as part of the HRA
Rents and budget strategy report. Mayor & Cabinet will make the final
budget decisions in the new year.

APPENDIX X2: Leasehold and Tenants Charges Consultation 2017/18

Committee

Brockley Residents Panel

Item No

Report Title

Leasehold and Tenant Charges Consultation

Contributor

Regenter Brockley Operations Manager

Class

Decision

Date

13th December 2016

1 Summary
1.1

The report sets out proposals to increase service charges to ensure full
cost recovery in line with Lewisham Council’s budget strategy.

1.2

The report requests Brockley Residents Panel members to consider
the proposals to increase service charges based on an uplift of 3.00%
for 2017/18 on specific elements. This is based on full cost recovery in
line with previous years’ proposals.

2 Policy Context
2.1

The policy context for leasehold and tenant service charges is a
mixture of statutory and Council Policy.

2.2

The Council’s Housing Revenue Account is a ringfenced revenue
account. The account is required to contain only those charges directly
related to the management of the Council’s Housing stock. This
requires that leaseholder charges reflect the true cost of maintaining
their properties where the provision of their lease allows. This prevents
the situation occurring where tenants are subsidising the cost of
leaseholders who have purchased their properties.

3.

Recommendations

3.1

The Brockley Residents Panel is requested to consider and comment
on the proposals contained in this report and the feedback from the
residents will be presented to Mayor and Cabinet as part of the wider
rent setting report.

4.

Purpose

4.1

The purpose of the report is to:


outline the proposals for increases in service charges in line with the
contract arrangements for leaseholders and tenants to recover costs
incurred for providing these services

5.

Housing Revenue Account Charges

5.1

There are a number of charges made to residents which are not
covered through rents. These charges are principally:
Leasehold Service Charges
Tenant Service Charges



5.2

A service charge levy is applied to Tenants for caretaking, grounds
maintenance, communal lighting, bulk waste collection and window
cleaning. Tenants also pay a Tenants Fund Levy which is passed onto
the Tenants Fund as a grant.

5.3

The key principles that should be considered when setting service
charges are that:






The charge should be fair and be no more or less than the cost of
providing the service
The charge can be easily explained
The charge represents value for money
The charging basis allocates costs fairly amongst those receiving the
service
The charge to all residents living in a block will be the same

5.4

The principle of full cost recovery ensures that residents pay for
services consumed and minimises any pressures in the Housing
Revenue Account in providing these services. This is in line with the
current budget strategy.

5.5

In the current economic environment it must however be recognised
that for some residents this may represent a significant financial strain.
Those in receipt of housing benefit will receive housing benefit on
increased service charges. Approximately 50% of council tenants are
in receipt of housing benefit.

6.

Analysis of full cost recovery

6.1

The following section provides analysis on the impact on individuals of
increasing charges to the level required to ensure full cost recovery.
The tables indicate the overall level of increases.

6.2

Leasehold service charges
The basis of the leasehold management charge has been reviewed
and externally audited this summer to reflect the actual cost of the
service. In line with best practice in the sector this is now a fixed cost
rather than a variable cost. The management charge is £53.00 for
street properties and £145.30 for blocks.

6.2.1 The uplift in leaseholder charges should reflect full cost recovery for the
type of service undertaken. It is proposed that any uplift is applied at
3.00% [RPI (September 2016) +1.00%].
6.2.2 The following table sets out the average weekly increase for the current
services provided by Regenter Brockley:

Service

Leasehold
No.

Current
Weekly
Charge

Weekly
Increase

New
Weekly
Amount

Increase
(%)

Caretaking

371

£3.61

£0.11

£3.72

3%

Grounds
Maintenance

368

£2.04

£0.06

£2.10

3%

Lighting

389

£0.75

£0.02

£0.77

3%

Bulk Waste

362

£1.23

£0.04

£1.27

3%

Window Cleaning

221

£0.09

£0.00

£0.09

3%

Resident
Involvement

549

£0.24

£0.01

£0.25

3%

Customer Services

549

£0.35

£0.01

£0.36

3%

Ground Rent

549

£0.19

£0.01

£0.20

3%

General Repairs

237

£0.55

£0.02

£0.57

3%

Technical Repairs

400

£0.33

£0.01

£0.34

3%

Entry Phone

139

£0.05

£0.00

£0.05

3%

Lift

235

£0.30

£0.01

£0.31

3%

Management Fee

549

£1.65

£0.05

£1.70

3%

£11.38

£0.34

£11.72

3%

Total

6.3

Tenant service charges

6.3.1 Tenant service charges were separated out from rent (unpooled) in
2003/04, and have been increased by inflation since then. RB3 took
over the provision of the caretaking and grounds maintenance services
in 2007/08. Both tenants and leaseholders pay caretaking, grounds
maintenance, communal lighting, bulk waste collection and window
cleaning service charges.
6.3.2 In addition, tenants pay a contribution of £0.10pw to the Lewisham
Tenants Fund. At present there are no plans to increase the Tenants
Fund charges.
6.3.3 In order to ensure full cost recovery, tenant’s service charges for
caretaking, grounds maintenance and other services should be

increased in line with the percentage increase applied to leaseholder
service charges. Overall, charges are suggested to be increased by an
average of £0.25 pw which would move the current average weekly
charge from £8.47 to £8.72.
6.3.4 The effect of increases in tenant service charges to a level that covers
the full cost of providing the service is set out in the table below.

Service

Current
Weekly
Charge

Weekly
Increase

New
Weekly
Amount

Increase (%)

Caretaking

£4.18

£0.13

£4.31

3%

Grounds
Maintenance

£2.03

£0.06

£2.09

3%

Communal Lighting

£0.75

£0.02

£0.77

3%

Bulk Waste

£1.23

£0.04

£1.27

3%

Window Cleaning

£0.18

£0.01

£0.19

3%

Tenants fund

£0.10

£0.00

£0.10

0%

Total

£8.47

£0.25

£8.72

3%

6.3.5 The RB3 Board is asked for their views on these charges from April
2017 to March 2018. Results of the consultation will be presented to
Mayor and Cabinet for approval in February 2017.
7.

Financial implications
The main financial implications are set out in the body of the report.

8.

Legal implications

8.1.

Section 24 of the Housing Act 1985 provides that a local housing
authority may make such reasonable charges as they determine for the
tenancy or occupation of their houses. The Authority must review rents
from time to time and make such changes as circumstances require.
Within this discretion there is no one lawful option and any reasonable
option may be looked at. The consequences of each option must be
explained fully so that Members understand the implications of their
decisions.

8.2

Section 76 of the Local Government and Housing Act 1989 provides
that local housing authorities are under a duty to prevent a debit
balance in the HRA. Rents must therefore be set to avoid such a debit.

8.3

Section 103 of the Housing Act 1985 sets out the terms under which
secure tenancies may be varied. This requires: -





the Council to serve a Notice of Variation at least 4 weeks before
the effective date;
the provision of sufficient information to explain the variation;
an opportunity for the tenant to serve a Notice to Quit terminating
their tenancy.

8.4

The timetable for the consideration of the 2016/17 rent levels provides
an adequate period to ensure that legislative requirements are met.

8.5

Part III of Schedule 4 of the Local Government and Housing Act 1989
provides that where benefits or amenities arising out of the exercise of
a Housing Authority’s functions, are provided for persons housed by
the authority, but are shared by the community as a whole, the
authority shall make such contribution to their HRA from their other
revenue accounts to properly reflect the community’s share of the
benefits or amenities.

8.6

Where as an outcome of the rent setting process, there are to be
significant changes in housing management practice or policy, further
consultation may be required with the tenants affected in accordance
with section 105 of the Housing Act 1985.

9.

Crime and disorder implications
There are no specific crime and disorder implications in respect of this
report paragraph.

10.

Equalities implications
The general principle of ensuring that residents pay the same charge
for the same service is promoting the principle that services are
provided to residents in a fair and equal manner.

11.

Environmental implications
There are no specific environmental implications in respect of this
report.

12.

Conclusion

12.1

Revising the level of charges ensures that the charges are fair and
residents are paying for the services they use.

12.2

The additional resources generated will relieve some of the current
pressures within Housing Revenue Account and will contribute to the
funding of the PFI contract which is contained within the authorities
Housing Revenue Account.

If you require any further information on this report please contact

Adis Pajic
Adis.pajice@pinnaclepsg.co.uk
or
Sandra Simpson
Sandra.simpsonpinnaclepsg.co.uk
on 0207 635 1200.

APPENDIX X3: Leasehold and Tenants Charges and Lewisham Homes
Budget Strategy 2017/18

APPENDIX X4: Other Associated Housing Charges for 2016/17
Garage Rents
1.

Allowance has been made for a 2.00% inflationary increase to all
garage rents across all managed areas, based on the RPI rate at
September 2016. This equates to an average increase of £0.23 per
week and raises the average basic charge from £11.59 to £11.82 per
week.

2.

Garage rents for the Brockley PFI managed area will therefore
increase from an average of £8.89 per week to £8.96 per week. This is
a change of £0.07per week.

3.

Garage rents for the Lewisham Homes managed area will therefore
increase from an average of £11.59 per week to £11.82 per week. This
equates to an increase of £0.23 per week.

4.

The authority will be commissioning a review into rental values across
the garage stock, with a view to reporting to Mayor & Cabinet
sometime in the next year recommending rental values to take forward
in the longer term. Any changes are likely to be consulted on and
implemented for financial year 2018/19 onwards

Tenants Levy
5.

As part of the budget and rent setting proposals for 2005/6, a sum of
£0.13 per week was ‘unpooled’ from rent as a tenants service charge
in respect of the Lewisham Tenants Fund. There was no increase in
charges for the period 2009/10 to 2013/14 following consultation with
Housing Panels.

6.

Lewisham Tenants Fund (LTF) have proposed to leave the charge at
its current level of £0.10pw for 2017/18. These were submitted to
Housing Panels and agreed. Therefore, the levy for 2017/18 will
remain at £0.10 per property per week.

Hostel charges
7.

Hostel accommodation charges are set based on current Government
requirements and will reduce by around 1.0% (£0.35 per week).

8.

Hostel services charges are set to achieve full cost recovery, following
the implementation of self-financing. For 2017/18, the charge for
Caretaking/management and Grounds Maintenance are proposed to
be increased by 2.00% or £1.42 per week to reflect inflationary
increases. This will move the average charge from £72.96 per unit per
week to £74.38 per unit per week.

9.

In addition, the charge for Heat, Light & Power will increase from £5.49
to £5.98 an increase of £0.49pw. Water charges will increase from
£0.18 to £0.19 an increase £0.01pw. The charge for Council Tax will
be based on the total recharged received from Council Tax section. All
charges will be based on the total number of hostel units and if
forecast to remain unchanged for 2017/18.

10.

Hostel residents were consulted on these proposals via individual
letters. Officers also invited hostel residents to meet them to discuss
the changes and how these may affect them. However, no comments
or representations were received.

Linkline Charges
10.

It is proposed to increase Linkline charges for 2017/18 by 2.5%, based
on information received from the service provider. Charges will
therefore increase from its current level of £5.42 per week to £5.56 per
week, an increase of £0.14 per week. There are no proposals to
increase the maintenance charge, which will remain at £0.94 per week.

Private Sector Leasing (PSL)
11.

Rent income for properties used in the Private Sector Leasing (PSL)
scheme is a General Fund resource. Following consultation, the
Department for Work and Pensions (DWP) announced that the
threshold for 2016/17 for housing benefits subsidy allowances will be
based on the January 2011 Local Housing Allowance, less 10%, plus
a management fee of £40 per property, subject to a maximum capped
amount of £500 per week. It is recommended that rents for private
sector leased properties are kept within the 2011/12 weekly threshold,
as set out in Table B3 below.

Table B3 - Local Housing Allowances for 2017/18 (used for PSL
purposes)
Bed Size
1 Bed
2 Bed
3 Bed
4 Bed
5 Bed

Total LHA Inner
Lewisham
£211.34
£268.47
£310.00
£413.84
£500.00

Total LHA Outer
Lewisham
£180.19
£211.34
£246.66
£310.00
£393.08

Heating & Hot Water Charges
12.

As part of last year’s rent setting process the Mayor agreed to continue
with the current formula methodology for calculating increases in

Heating & Hot Water charges to tenants and leaseholders. This
formula was originally approved by Mayor & Cabinet in December
2004.
13.

The current charging methodology allows a limited inflationary price
increase plus a maximum of £2 per week per property increase on the
previous years charge. Consumption levels are also updated and
included in the formula calculation.

14.

The existing corporate contract for the supply of electricity and gas is
due to expire on 31st December 2016 and officers are currently
working on a 9 month extension to allow time for adequate tenant and
leaseholder consultation whilst a new procurement method is
developed. Consumption patterns remain under review and form part
of the variable element of the contract.

15.

The proposal for 2017/18 is for an increase of 0.30% or £0.03 per
week for energy usage for communal heating. The increase is a result
of updated energy consumption/usage rates and current purchase
prices. This will move the current average charge from £9.86pw to
£9.89pw.

16.

The proposal for communal lighting is an increase of 4.42% or £0.05
per week. This will move the current average charge from £1.08pw to
£1.13pw. The increase is due to updated consumption rates.

17.

Officers will review the costs, actual energy usage and new contact
prices (when available) in both 2016/17and 2017/18 as part of the
monitoring regime. Once the new long-term energy supply contracts
are in place, recommendations for changes to charges will be brought
forward as part of the 2018/19 budget process.

Tenants’ rent consultation 2017/18

Appendix 1

The Tenants' rent consultation meetings took place on 13 th December 2016
with Regenter B3 (Brockley) managed tenants and 15th December 2016 with
Lewisham Homes managed tenants. Excalibur tenant’s consultation took
place via a report sent to the committee in December 2016
Views of representatives on rent and service charge changes & savings
proposals.

Lewisham Homes Brockley PFI
No of representatives
19
7
(excl Cllrs)
Rent Reduction @
%

Excalibur TMO
-

No comments

No comments

No Comments

n/a

n/a

n/a

No comments

No comments

n/a

Garage Rents

No comments

No comments

n/a

Tenants Fund

No comments

No comments

No comments

Savings
Proposals:No Savings proposed

Service Charges
inc:
Heating & Hot Water
Charges

Summary of comments made by representatives
Lewisham Homes Panel

Rent reduction:
No comments

Tenants Service Charges & Heating & Hot
water Charge:
No comments

Savings Proposals:
n/a

Brockley PFI Area

Rent reduction:
No comments

Tenants and Leaseholders Service Charges:
No comments

Excalibur TMO

Rent reduction:
No comments

Tenants and Leaseholders Service Charges:
n/a

APPENDIX Y1: Previously agreed budget savings for 2017/18
Ref.

A
A11
A12
A13
A14
A15
A16
A16
A17
D
D1
E
E2
E3
E4
E5
F
F1
F2b
F3
G
G2e
I
I2a
I2c
I5

Description
Smarter & deeper integration of social care &
health
Managing and improving transition plans
Reducing costs of staff management, assessment and
care planning
Alternative Delivery Models for the provision of care
and support services, including mental health
Achieving best value in care packages
New delivery models for extra care – Provision of
Contracts
Health Protection
Redesign through collaboration
Sexual Health Transformation
Total
Efficiency Review
Feb 15 saving – annual reduction from inflation
Total
Asset Optimisation
Feb 2015 saving – efficiencies in facilities
management contracts
Feb 2015 saving – additional income from corporate
properties
Feb 2015 saving – additional income from commercial
properties
Feb 2015 saving – energy efficiency measures
Total
Business Support and Customer Transformation
Feb 2015 saving – centralisation of business support
services part 2
Pushing customers to self-serve online wherever
possible.
Customer Service Centre reorganisation.
Total
Income Generation
Parking: Review service level arrangements.
Total
Management and Corporate Overheads
Policy, performance, service redesign and intelligence
Governance
Commissioning and Procurement: undertake base
lining of current activity and focus time only on value

17/18
£’000

300
200
700
500
900
23
580
500
3,703
2,500
2,500
670
200
100
15
985
1,000
52
43
1,095
250
250
180
75
500

Ref.

I7
I9a
I9d
I10a
J
J2b

J2c
K
K4

L
L5

L6

L7

Description
add activities.
Finance non-salary budget and vacancies review
HR support
Social Care Training
Revising infrastructure support arrangements and
Contract, systems and supplies review
Total
School Effectiveness
Attendance and Welfare: We currently deliver our core
statutory offer plus some traded services within this
area. A further restructure and increase in traded
services could result in further savings.
Schools Infrastructure: Schools Strategic IT support to
be traded or stop
Total
Drug and Alcohol
Reducing the length of time that methadone (Heroin
substitute) is prescribed, re-procurement of the main
drug and alcohol service, and greater use of
community rehabilitation
Total
Culture and Community Services
Reduce the level of grant funding to the voluntary
sector by £1,000,000 from 1 April 2017/18. This will
require the reduction/removal of funding from a range
of organisations currently receiving funding.
Library and Information Service:
1. Creation of three Hub Libraries – Deptford Lounge,
Lewisham and Downham Health & Leisure Centre
– which will carry an enhanced role for face to face
contact between the Local Authority and the public
to support the digital by default agenda.
2. the extension of the Lewisham Community Library
Model to Forest Hill, Torridon, and Manor House, in
partnership with other council services and
community organisations. And the integration of
the library provision into the repurposed ground
floor space within the Catford complex (Laurence
House).
3. the regrading of front line staff to include new
functions through the re-training and enhancement
of front line roles.
Change in contractual arrangements relating the
leisure services
Total

17/18
£’000
150
200
100
1,000
2,205

75

58
133

340
340

1,000

600

1,000
2,600

Ref.
M
M1
N
N3
N5
N6

P
P2c

P2d

Q
Q1.5g
Q4a
Q4b
Q4c
Q5

Description
Housing strategy and non-HRA funded services
Feb 2015 saving – Non-housing stock transfer from
Housing Revenue Account to General Fund
Total
Environmental Services
Review of Lewisham’s Waste Services (Doorstep
collection & disposal)
Transfer of estates Bulky Waste disposal costs to
Lewisham Homes
Review of Lewisham’s Passenger Transport Service.
To develop our Trade Waste customer base, improve
efficiency, increase income. Increased share of income
from Parks Events.
Total
Planning and Economic Development
Further increase in charges and changes to funding
coupled with savings achievable from a corporate
approach to and restructure of employment services.
Review of Statement of Community Involvement (SCI)
on the way in which the service consults on planning
applications. Efficiency savings based on paper,
printing and postage costs.
Total
Safeguarding and Early Intervention
Feb 2015 saving – case management efficiencies
between FIP & TFS
Social care supplies and services reduced spend.
Social care financial management through continued
cost control on all areas of spend.
Placements: continuing strategy to use local authority
foster placements where possible.
Youth Service: accelerate tapering of support to Youth
Service to statutory minimum (will follow decision on
creation of a mutual).
Total
Grand Total

17/18
£’000

100
100

500
500
250
1,250

305

20
325

111
240
50
200
150
751
16,237

APPENDIX Y2: Saving Proposals to Mayor and Cabinet on 28 September
2016
Ref.

Description

17/18
£’000

18/19
£’000

19/20
£’000

Total
£’000

Smarter & deeper integration of
social care & health
Widening the scope of charging for
social care services
Reduction in the staffing costs for
Assessment and Care Management

500

A20

Reduction in Day Care

300

A21
B

Reduction in Mental Health spend
Total
Supporting People

B3

Re-procure floating support services

500

500

Total

500

500

150

150

150

150

300

300

250
250

250
250

A
A18
A19

E
E6

L

Asset Optimisation
Property investment acquisition
Development of Private Rental
Schemes
Total
Management and Corporate
Overheads
Review insurance risk assessments
Total
Culture and Community Services

L8

Facilities management

L10

M3

Adult Learning Lewisham subsidy
Total
Housing strategy and non-HRA
funded services
Housing needs restructure

M4

PLACE/Ladywell

M5
M6
M7

Hostel Acquisition
Handyperson
No Recourse to Public Funds costs
Total
Safeguarding and Early Intervention
Developing alternative pathways for
care

E7

I
I11

M

Q
Q6

200

500
1,500

70
40
110

500
301

501
300

301

0

500
1,801

130

200

130

40
240

60.8

60.8

85

85

150
150
100
545.8

150
150
100
545.8

1,100

100

1,200

Ref.

Description

Q7

Review of Lewisham CAMHS

Q8

Development of Fostering Service
Reduction in Looked after Children
based on edge of care developments
Enhance family finding

Q9
Q10
Q11

Review of Meliot Road Centre and
contact arrangements
Total
Grand Total

17/18
£’000
94

18/19
£’000
50

19/20
£’000
100

Total
£’000
244

160

160

555

555

150

150

734

734

2,793
5,999

150
581

100
100

3,043
6,680

APPENDIX Y3: Ready Reckoner for Council Tax 2017/18

Ready Reckoner for Council Tax 2017/18
Budget
Requirement

Council
Tax

Increase /
(Decrease)

(Band D)

GLA
Precept

Increase /
(Decrease)

(Band D)

Total
Council
Tax
(Band D)

%

£'M

£

%

£

£

2016/17

236.218

1,102.66

3.99%

276.00

1,378.66

Recommended

232.747

1,157.68

4.99%

280.02

1,437.70

4.28%

232.309

1,152.28

4.50%

280.02

1,432.30

3.89%

231.861

1,146.76

4.00%

280.02

1,426.78

3.49%

231.414

1,141.25

3.50%

280.02

1,421.27

3.09%

230.967

1,135.74

3.00%

280.02

1,415.76

2.69%

230.520

1,130.22

2.50%

280.02

1,410.24

2.29%

230.073

1,124.71

2.00%

280.02

1,404.73

1.89%

229.626

1,119.20

1.50%

280.02

1,399.22

1.49%

229.179

1,113.68

1.00%

280.02

1,393.77

1.09%

228.732

1,108.17

0.5%

280.02

1,388.19

0.69%

228.285

1,102.66

0.0%

280.02

1382.68

0.29%

APPENDIX Y4: Chief Financial Officer’s Section 25 Statement

To follow in the Budget Update Report

APPENDIX Y5: Council Tax and Statutory Calculations
Council Tax Calculation
As part of the Localism Act 2011, Council Tax may not be increased by 2% or
more (inclusive of levies) without triggering an automatic referendum of all
registered electors in the borough. In addition, there is also the opportunity to
increase Council Tax by up to a further 3% under the social care precept
introduced for 2017/18.This means, for 2017/18, an automatic referendum will now
be triggered when the Council Tax increase is 5% or above. The statutory
calculation for whether the Council is required to hold a referendum is based upon
the ‘relevant basic’ amount of Council Tax, which under accounting regulations,
includes levies. Any final recommendations on Council Tax levels will need to
meet statutory requirements.
To date, Lewisham has not received formal notifications from its levy bodies for
2017/18 – the Environment Agency, the LPFA and the Lee Valley Regional Park.
A zero percent increase has been assumed.
Council Tax and Levies
‘Relevant Basic’ Amount of Council Tax

2016/17

2017/18

Council Tax Base
Council Tax Requirement with Levy (£)
Basic Amount of Council Tax (£)
Increase in basic amount of Council
Tax (%)

78,528.58
86,590,324
1,102.66

81,087.65
93,873,550
1,157.68

3.99%

4.99%

Levy bodies for Lewisham
LPFA
Lee Valley Regional Park
Environment Agency
Total Levies

2016/17
£
1,229,386
224,364
178,500
1,632,250

2016/17
£
1,229,386
224,364
178,500
1,632,250

Change
£
0
0
0
0

The term “relevant basic amount of council tax” is defined in section 52ZX of the
1992 Act (inserted as above and amended by section 41(1) and (9) to (13) of the
Local Audit and Accountability Act 2014).

Statutory Calculations
1) It be noted that at its meeting on 15 January 2017, the Council calculated the
number of 81,087.65 as its Council Tax base for 2017/18 in accordance with the
Local Authorities (Calculation of Taxbase) Regulations;
2) The following amounts be now calculated by the Council for the year 2017/18
in accordance with the Local Government Finance Act 1992:
a. £976,670,456 being the aggregate of the amounts which the Council estimates
for gross expenditure, calculated in accordance with Section 32(2)A of the Act;
b. £743,924,466 being the aggregate of the amounts which the Council estimates
for income, calculated in accordance with Section 32(3)A of the Act;
c. £232,745,990 being the amount by which the aggregate of 2(a) above exceeds
the aggregate of 2(b) above, calculated by the Council, in accordance with Section
32A(4) of the Act, as its General Fund budget requirement for the year;
d. £135,019,440 being the aggregate of the sums which the Council estimates will
be payable for the year into its General Fund in respect of the Settlement Funding
Assessment.
e. £97,726,550 being the residual amount required to be collected from Council
Tax payers. This includes the surplus on the Council’s Collection Fund of
£3,853,000.
f. £1,157.68 being the residual sum at (e) above (less the surplus on the Collection
Fund), divided by the Council Tax base of 81,087.65 which is Lewisham’s precept
on the Collection Fund for 2017/18 at the level of Band D;
Band

A
B
C
D
E
F
G
H

Council Tax
(LBL)
£
771.79
900.42
1,029.05
1,157.68
1,414.94
1,672.20
1,929.47
2,315.36

Being the amounts given by multiplying the amount at (f) above by the number
which, in 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;

3) It be noted that for the year 2017/18, the Greater London Authority is currently
consulting on the following amounts in precepts issued to the Council, in
accordance with Section 40 of the Local Government Finance Act 1992 (as
amended), for each of the categories of dwellings shown below:Band

A
B
C
D
E
F
G
H

GLA
Precept
£
186.68
217.79
248.91
280.02
342.25
404.47
466.70
560.04

4) Having calculated the estimated aggregate amount in each case of the amounts
at 2) (f) and 3) above, the Council, in accordance with Section 30(2) of the Local
Government Finance Act 1992, assumed the following amounts as the amounts of
Council Tax for the year 2017/18 for each of the categories of dwellings shown
below:-

Band

Total Council
Tax
(LBL & GLA)

A
B
C
D
E
F
G
H

£
958.47
1,118.21
1,277.96
1,437.70
1,757.19
2,076.68
2,396.17
2,875.40

Appendix Y6: Making Fair Financial Decisions

Making fair financial decisions
Guidance for decision-makers
3rd edition, January 2015

B Introduction
With major reductions in public spending, public authorities in Britain are being
required to make difficult financial decisions. This guide sets out what is expected
of you as a decision-maker or leader of a public authority responsible for delivering
key services at a national, regional and/or local level, in order to make such
decisions as fair as possible.
The public sector equality duty (the equality duty) does not prevent you from
making difficult decisions such as reorganisations and relocations, redundancies,
and service reductions, nor does it stop you from making decisions which may
affect one group more than another group. The equality duty enables you to
demonstrate that you are making financial decisions in a fair, transparent and
accountable way, considering the needs and the rights of different members of
your community. This is achieved through assessing the impact that changes to
policies, procedures and practices could have on people with different protected
characteristics .
Assessing the impact on equality of proposed changes to policies, procedures and
practices is not just something that the law requires, it is a positive opportunity for
you as a public authority leader to ensure you make better decisions based on
robust evidence.
1B What the law requires
Under the equality duty (set out in the Equality Act 2010), public authorities must
have ‘due regard’ to the need to eliminate unlawful discrimination, harassment and
victimisation as well as to advance equality of opportunity and foster good
relations between people who share a protected characteristic and those who do
not.
The protected characteristics covered by the equality duty are: age, disability,
gender reassignment, pregnancy and maternity, race, religion or belief, sex and
sexual orientation. The duty also covers marriage and civil partnerships, but only
in respect of eliminating unlawful discrimination.
The law requires that public authorities demonstrate that they have had ‘due
regard’ to the aims of the equality duty in their decision-making. Assessing the
potential impact on equality of proposed changes to policies, procedures and
practices is one of the key ways in which public authorities can demonstrate that
they have had ‘due regard’.
It is also important to note that public authorities subject to the equality duty are
also likely to be subject to the Human Rights Act 1998. We would therefore
recommend that public authorities consider the potential impact their decisions
could have on human rights.

2B Aim of this guide
This guide aims to assist decision-makers in ensuring that:
• The process they follow to assess the impact on equality of financial proposals is
robust, and
• The impact that financial proposals could have on people with protected
characteristics is thoroughly considered before any decisions are arrived at.
We have also produced detailed guidance for those responsible for assessing the
impact on equality of their policies, which is available on our website at
www.equalityhumanrights.com
3B The benefits of assessing the impact on equality
By law, your assessments of impact on equality must:
• Contain enough information to enable a public authority to demonstrate it has
had ‘due regard’ to the aims of the equality duty in its decision-making
• Consider ways of mitigating or avoiding any adverse impacts.
Such assessments do not have to take the form of a document called an equality
impact assessment. If you choose not to develop a document of this type, then
some alternative approach which systematically assesses any adverse impacts of
a change in policy, procedure or practice will be required.
Assessing impact on equality is not an end in itself and it should be tailored to, and
be proportionate to, the decision that is being made.
Whether it is proportionate for an authority to conduct an assessment of the impact
on equality of a financial decision or not depends on its relevance to the authority's
particular function and its likely impact on people with protected characteristics.
We recommend that you document your assessment of the impact on equality
when developing financial proposals. This will help you to:
• Ensure you have a written record of the equality considerations you have
taken into account.
• Ensure that your decision includes a consideration of the actions that
would help to avoid or mitigate any impacts on particular protected
characteristics. Individual decisions should also be informed by the wider context
of decisions in your own and other relevant public authorities, so that people with
particular protected characteristics are not unduly affected by the cumulative
effects of different decisions.
• Make your decisions based on evidence: a decision which is informed by
relevant local and national information about equality is a better quality decision.

Assessments of impact on equality provide a clear and systematic way to collect,
assess and put forward relevant evidence.
• Make the decision-making process more transparent: a process which
involves those likely to be affected by the policy, and which is based on evidence,
is much more open and transparent. This should also help you secure better
public understanding of the difficult decisions you will be making in the coming
months.
• Comply with the law: a written record can be used to demonstrate that due
regard has been had. Failure to meet the equality duty may result in authorities
being exposed to costly, time-consuming and reputation-damaging legal
challenges.
4B When should your assessments be carried out?
Assessments of the impact on equality must be carried out at a formative stage
so that the assessment is an integral part of the development of a proposed policy,
not a later justification of a policy that has already been adopted. Financial
proposals which are relevant to equality, such as those likely to impact on equality
in your workforce and/or for your community, should always be subject to a
thorough assessment. This includes proposals to outsource or procure any of the
functions of your organisation. The assessment should form part of the proposal,
and you should consider it carefully before making your decision.
If you are presented with a proposal that has not been assessed for its impact on
equality, you should question whether this enables you to consider fully the
proposed changes and its likely impact. Decisions not to assess the impact on
equality should be fully documented, along with the reasons and the evidence
used to come to this conclusion. This is important as authorities may need to rely
on this documentation if the decision is challenged.
It is also important to remember that the potential impact is not just about
numbers. Evidence of a serious impact on a small number of individuals is just as
important as something that will impact on many people.
5B What should I be looking for in my assessments?
Assessments of impact on equality need to be based on relevant information and
enable the decision-maker to understand the equality implications of a decision
and any alternative options or proposals.
As with everything, proportionality is a key principle. Assessing the impact on
equality of a major financial proposal is likely to need significantly more effort and
resources dedicated to ensuring effective engagement, than a simple assessment
of a proposal to save money by changing staff travel arrangements.
There is no prescribed format for assessing the impact on equality, but the
following questions and answers provide guidance to assist you in determining
whether you consider that an assessment is robust enough to rely on:

• Is the purpose of the financial proposal clearly set out?
A robust assessment will set out the reasons for the change; how this change can
impact on protected groups, as well as whom it is intended to benefit; and the
intended outcome. You should also think about how individual financial proposals
might relate to one another. This is because a series of changes to different
policies or services could have a severe impact on particular protected
characteristics.
Joint working with your public authority partners will also help you to consider
thoroughly the impact of your joint decisions on the people you collectively serve.
Example: A local authority takes separate decisions to limit the eligibility criteria
for community care services; increase charges for respite services; scale back its
accessible housing programme; and cut concessionary travel. Each separate
decision may have a significant effect on the lives of disabled residents, and the
cumulative impact of these decisions may be considerable. This combined impact
would not be apparent if the decisions were considered in isolation.
• Has the assessment considered available evidence?
Public authorities should consider the information and research already available
locally and nationally. The assessment of impact on equality should be
underpinned by up-to-date and reliable information about the different protected
groups that the proposal is likely to have an impact on. A lack of information is not
a sufficient reason to conclude that there is no impact.
• Have those likely to be affected by the proposal been engaged?
Engagement is crucial to assessing the impact on equality. There is no explicit
requirement to engage people under the equality duty, but it will help you to
improve the equality information that you use to understand the possible impact on
your policy on different protected characteristics. No-one can give you a better
insight into how proposed changes will have an impact on, for example, disabled
people, than disabled people themselves.
• Have potential positive and negative impacts been identified?
It is not enough to state simply that a policy will impact on everyone equally; there
should be a more in-depth consideration of available evidence to see if particular
protected characteristics are more likely to be affected than others. Equal
treatment does not always produce equal outcomes; sometimes authorities will
have to take particular steps for certain groups to address an existing
disadvantage or to meet differing needs.
• What course of action does the assessment suggest that I take? Is it
justifiable?
The assessment should clearly identify the option(s) chosen, and their potential
impacts, and document the reasons for this decision. There are four possible
outcomes of an assessment of the impact on equality, and more than one may
apply to a single proposal:

Outcome 1: No major change required when the assessment has not identified
any potential for discrimination or adverse impact and all opportunities to advance
equality have been taken.
Outcome 2: Adjustments to remove barriers identified by the assessment or
to better advance equality. Are you satisfied that the proposed adjustments will
remove the barriers identified?
Outcome 3: Continue despite having identified some potential for adverse
impacts or missed opportunities to advance equality. In this case, the
justification should be included in the assessment and should be in line with the
duty to have ‘due regard’. For the most important relevant policies, compelling
reasons will be needed. You should consider whether there are sufficient plans to
reduce the negative impact and/or plans to monitor the actual impact, as
discussed below.
Outcome 4: Stop and rethink when an assessment shows actual or potential
unlawful discrimination.
• Are there plans to alleviate any negative impacts?
Where the assessment indicates a potential negative impact, consideration should
be given to means of reducing or mitigating this impact. This will in practice be
supported by the development of an action plan to reduce impacts. This should
identify the responsibility for delivering each action and the associated timescales
for implementation. Considering what action you could take to avoid any negative
impact is crucial, to reduce the likelihood that the difficult decisions you will have to
take in the near future do not create or perpetuate inequality.
Example: A University decides to close down its childcare facility to save money,
particularly given that it is currently being under-used. It identifies that doing so will
have a negative impact on women and individuals from different racial groups,
both staff and students.
In order to mitigate such impacts, the University designs an action plan to ensure
relevant information on childcare facilities in the area is disseminated to staff and
students in a timely manner. This will help to improve partnership working with the
local authority and to ensure that sufficient and affordable childcare remains
accessible to its students and staff.
• Are there plans to monitor the actual impact of the proposal?
Although assessments of impact on equality will help to anticipate a proposal’s
likely effect on different communities and groups, in reality the full impact of a
decision will only be known once it is introduced. It is therefore important to set out
arrangements for reviewing the actual impact of the proposals once they have
been implemented.
6B What happens if you don’t properly assess the impact on equality of
relevant decisions?

If you have not carried out an assessment of impact on equality of the proposal, or
have not done so thoroughly, you risk leaving yourself open to legal challenges,
which are both costly and time-consuming. Legal cases have shown what can
happen when authorities do not consider their equality duties when making
decisions.
Example: A court overturned a decision by Haringey Council to consent to a
large-scale building redevelopment in Wards Corner in Tottenham, on the basis
that the council had not considered the impact of the proposal on different racial
groups before granting planning permission.
However, the result can often be far more fundamental than a legal challenge. If
people feel that an authority is acting high-handedly or without properly involving
its service users or employees, or listening to their concerns, they are likely to be
become disillusioned with you.
Above all, authorities which fail to carry out robust assessments of the impact on
equality risk making poor and unfair decisions that could discriminate against
people with particular protected characteristics and perpetuate or worsen
inequality.
As part of its regulatory role to ensure compliance with the equality duty, the
Commission monitors financial decisions with a view to ensuring that these are
taken in compliance with the equality duty and have taken into account the need to
mitigate negative impacts, where possible.
w.equalityhumanrights.com

APPENDIX Y7: Transformation Programme overview
The transformation programme work is overseen by the Digital and Transformation
Board, supporting the work of the Lewisham Future Programme.
The transformation programme has a number of work strands, each with their own
projects. The D&T Board:
1. sets the objectives and priorities for these projects;
2. monitors delivery against agreed milestones and budgets; and
3. tracks benefits realisation.
Currently the work programme has the following strands with a range of the
projects either planned and/or underway.
Adults’ social care


Introducing mobile working for social workers.



Rationalising social care processes



Automating back office processes including payment systems



Introducing a new ‘Digital Front Door’ for social care to improve user
experience

Children’s social care


Introducing a Multi Agency Safeguarding Hub (MASH).



Introducing mobile working for social workers.



Rationalising social care processes

Customer services


Website and Intranet refresh and replacement of SharePoint as Council’s
document management system



Putting environmental services online and reducing call volumes.



Improving the online experience for Revs and Bens and automating more
back office processes

Digital Council


Paperless office – including paperless Council meetings, digital payslips,
digital courtrooms, new scanning and printing solutions



Refresh of Active Directory and work on awareness and compliance with
corporate policies – HR, IT, H&S, Finance, Legal etc..



Upgrading WiFi to enable mobile working and renovation and changes to
Laurence House access and reception arrangements



Catford Complex improvements including lighting, heating,
furniture/workstations, decoration and introducing ‘hot-desking’



Organisation development programme to support flexible working (in and out
of the office) in terms of practice, management, and technology support



Work on ‘bring your own device’, replacement laptops and provision of
mobile (phone and ipad) tools to support safe and secure working



Procurement and implementation of a new ERP system (Finance, HR,
Payroll) and improvements to debt collection systems and processes



Completing IT infrastructure upgrades and work on disaster recovery and
business continuity arrangements to support wider ways of working changes

The 2017/18 budget report identifies the need for this work to be funded from once
off corporate resources on an invest to save basis. Officers will update on
progress with this programme regularly through 2017/18.

APPENDIX Z1: Interest Rate Forecasts 2017 - 2020
The Council has appointed Capita Asset Services as its treasury advisor and part
of their service is to assist the Council to formulate a view on interest rates. The
following table gives Capita’s central view.
Annual
Average
%

Bank Rate

PWLB Borrowing Rates %

%

(including certainty rate adjustment)
5 year

Mar 2017
Jun 2017
Sep 2017
Dec 2017
Mar 2018
Jun 2018
Sep 2018
Dec 2018
Mar 2019
Jun 2019
Sep 2019
Dec 2019
Mar 2020

0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.50
0.50
0.75
0.75

1.60
1.60
1.60
1.60
1.70
1.70
1.70
1.80
1.80
1.90
1.90
2.00
2.00

25 year
2.90
2.90
2.90
3.00
3.00
3.00
3.10
3.10
3.20
3.20
3.30
3.30
3.40

50 year
2.70
2.70
2.70
2.80
2.80
2.80
2.90
2.90
3.00
3.00
3.10
3.10
3.20

APPENDIX Z2: Economic Background
United Kingdom
GDP growth rates in 2013, 2014 and 2015 of 2.2%, 2.9% and 1.8% were some of the
strongest rates among the G7 countries. Growth is expected to have strengthened in
2016 with the first three quarters coming in respectively at +0.4%, +0.7% and +0.5%.
The latest Bank of England forecast for growth in 2016 as a whole is +2.2%. The figure
for quarter 3 was a pleasant surprise which confounded the downbeat forecast by the
Bank of England in August of only +0.1%, (subsequently revised up in September, but
only to +0.2%). During most of 2015 and the first half of 2016, the economy had faced
headwinds for exporters from the appreciation of sterling against the Euro, and weak
growth in the EU, China and emerging markets, and from the dampening effect of the
Government’s continuing austerity programme.
The referendum vote for Brexit in June 2016 delivered an immediate shock fall in
confidence indicators and business surveys at the beginning of August, which were
interpreted by the Bank of England in its August Inflation Report as pointing to an
impending sharp slowdown in the economy. However, the following monthly surveys
in September showed an equally sharp recovery in confidence and business surveys
so that it is generally expected that the economy will post reasonably strong growth
numbers through the second half of 2016 and also in 2017, albeit at a slower pace
than in the first half of 2016.
The Monetary Policy Committee, (MPC), meeting of 4th August was therefore
dominated by countering this expected sharp slowdown and resulted in a package of
measures that included a cut in Bank Rate from 0.50% to 0.25%, a renewal of
quantitative easing, with £70bn made available for purchases of gilts and corporate
bonds, and a £100bn tranche of cheap borrowing being made available for banks to
use to lend to businesses and individuals.
The MPC meeting of 3 November left Bank Rate unchanged at 0.25% and other
monetary policy measures also remained unchanged. This was in line with market
expectations, but a major change from the previous quarterly Inflation Report MPC
meeting of 4 August, which had given a strong steer, in its forward guidance, that it
was likely to cut Bank Rate again, probably by the end of the year if economic data
turned out as forecast by the Bank. The MPC meeting of 15 December also left
Bank Rate and other measures unchanged.
The latest MPC decision included a forward view that Bank Rate could go either
up or down depending on how economic data evolves in the coming months. Our
central view remains that Bank Rate will remain unchanged at 0.25% until the first
increase to 0.50% in quarter 2 2019 (unchanged from our previous forecast).
However, we would not, as yet, discount the risk of a cut in Bank Rate if economic
growth were to take a significant dip downwards, though we think this is unlikely.
We would also point out that forecasting as far ahead as mid 2019 is highly fraught
as there are many potential economic headwinds which could blow the UK
economy one way or the other as well as political developments in the UK,

(especially over the terms of Brexit), EU, US and beyond, which could have a
major impact on our forecasts.
The pace of Bank Rate increases in our forecasts has been slightly increased
beyond the three year time horizon to reflect higher inflation expectations.
The August quarterly Inflation Report was based on a pessimistic forecast of near
to zero GDP growth in quarter 3 i.e. a sharp slowdown in growth from +0.7% in
quarter 2, in reaction to the shock of the result of the referendum in June.
However, consumers have very much stayed in a ‘business as usual’ mode and
there has been no sharp downturn in spending; it is consumer expenditure that
underpins the services sector which comprises about 75% of UK GDP. After a
fairly flat three months leading up to October, retail sales in October surged at the
strongest rate since September 2015 and were again strong in November. In
addition, the GfK consumer confidence index recovered quite strongly to -3 in
October after an initial sharp plunge in July to -12 in reaction to the referendum
result. However, in November it fell to -8 indicating a return to pessimism about
future prospects among consumers, probably based mainly around concerns
about rising inflation eroding purchasing power.
Bank of England GDP forecasts in the November quarterly Inflation Report were
as follows, (August forecasts in brackets) - 2016 +2.2%, (+2.0%); 2017 1.4%,
(+0.8%); 2018 +1.5%, (+1.8%). There has, therefore, been a sharp increase in the
forecast for 2017, a marginal increase in 2016 and a small decline in growth, now
being delayed until 2018, as a result of the impact of Brexit.
Capital Economics’ GDP forecasts are as follows: 2016 +2.0%; 2017 +1.5%;
2018 +2.5%. They feel that pessimism is still being overdone by the Bank and
Brexit will not have as big an effect as initially feared by some commentators.
The Chancellor has said he will do ‘whatever is needed’ i.e. to promote growth;
there are two main options he can follow – fiscal policy e.g. cut taxes, increase
investment allowances for businesses, and/or increase government expenditure
on infrastructure, housing etc. This will mean that the PSBR deficit elimination
timetable will need to slip further into the future as promoting growth, (and
ultimately boosting tax revenues in the longer term), will be a more urgent priority.
The Governor of the Bank of England, Mark Carney, had warned that a vote for
Brexit would be likely to cause a slowing in growth, particularly from a reduction in
business investment, due to the uncertainty of whether the UK would have
continuing full access, (i.e. without tariffs), to the EU single market. He also
warned that the Bank could not do all the heavy lifting to boost economic growth
and suggested that the Government would need to help growth e.g. by increasing
investment expenditure and by using fiscal policy tools. The newly appointed
Chancellor, Phillip Hammond, announced, in the aftermath of the referendum
result and the formation of a new Conservative cabinet, that the target of achieving
a budget surplus in 2020 would be eased in the Autumn Statement on 23
November. This was duly confirmed in the Statement which also included some
increases in infrastructure spending.

The other key factor in forecasts for Bank Rate is inflation where the MPC aims
for a target for CPI of 2.0%. The November Inflation Report included an increase
in the peak forecast for inflation from 2.3% to 2.7% during 2017; (Capital
Economics are forecasting a peak of just under 3% in 2018). This increase was
largely due to the effect of the sharp fall in the value of sterling since the
referendum, although during November, sterling has recovered some of this fall to
end up 15% down against the dollar, and 8% down against the euro (as at the
MPC meeting date – 15.12.16).This depreciation will feed through into a sharp
increase in the cost of imports and materials used in production in the UK.
However, the MPC is expected to look through the acceleration in inflation caused
by external, (outside of the UK), influences, although it has given a clear warning
that if wage inflation were to rise significantly as a result of these cost pressures
on consumers, then they would take action to raise Bank Rate.
What is clear is that consumer disposable income will come under pressure, as
the latest employers’ survey is forecasting median pay rises for the year ahead of
only 1.1% at a time when inflation will be rising significantly higher than this. The
CPI figure has been on an upward trend in 2016 and reached 1.2% in November.
However, prices paid by factories for inputs rose to 13.2% though producer output
prices were still lagging behind at 2.3% and core inflation was 1.4%, confirming
the likely future upwards path.
Gilt yields, and consequently PWLB rates, have risen sharply since hitting a low
point in mid-August. There has also been huge volatility during 2016 as a whole.
The year started with 10 year gilt yields at 1.88%, fell to a low point of 0.53% on 12
August, and hit a new peak on the way up again of 1.55% on 15 November. The
rebound since August reflects the initial combination of the yield-depressing effect
of the MPC’s new round of quantitative easing on 4 August, together with
expectations of a sharp downturn in expectations for growth and inflation as per
the pessimistic Bank of England Inflation Report forecast, followed by a sharp rise
in growth expectations since August when subsequent business surveys, and
GDP growth in quarter 3 at +0.5% q/q, confounded the pessimism. Inflation
expectations also rose sharply as a result of the continuing fall in the value of
sterling.
Employment had been growing steadily during 2016 but encountered a first fall in
over a year, of 6,000, over the three months to October. The latest employment
data in December, (for November), was distinctly weak with an increase in
unemployment benefits claimants of 2,400 in November and of 13,300 in October.
House prices have been rising during 2016 at a modest pace but the pace of
increase has slowed since the referendum; a downturn in prices could dampen
consumer confidence and expenditure.
USA
The American economy had a patchy 2015 with sharp swings in the quarterly
growth rate leaving the overall growth for the year at 2.4%. Quarter 1 of 2016 at
+0.8%, (on an annualised basis), and quarter 2 at 1.4% left average growth for the
first half at a weak 1.1%. However, quarter 3 at 3.2% signalled a rebound to
strong growth. The Fed. embarked on its long anticipated first increase in rates at
its December 2015 meeting. At that point, confidence was high that there would

then be four more increases to come in 2016. Since then, more downbeat news
on the international scene, and then the Brexit vote, have caused a delay in the
timing of the second increase of 0.25% which came, as expected, in December
2016 to a range of 0.50% to 0.75%. Overall, despite some data setbacks, the US
is still, probably, the best positioned of the major world economies to make solid
progress towards a combination of strong growth, full employment and rising
inflation: this is going to require the central bank to take action to raise rates so as
to make progress towards normalisation of monetary policy, albeit at lower central
rates than prevailed before the 2008 crisis. The Fed. therefore also indicated that it
expected three further increases of 0.25% in 2017 to deal with rising inflationary
pressures.
The result of the presidential election in November is expected to lead to a
strengthening of US growth if Trump’s election promise of a major increase in
expenditure on infrastructure is implemented. This policy is also likely to
strengthen inflation pressures as the economy is already working at near full
capacity. In addition, the unemployment rate is at a low point verging on what is
normally classified as being full employment. However, the US does have a
substantial amount of hidden unemployment in terms of an unusually large, (for a
developed economy), percentage of the working population not actively seeking
employment.
Trump’s election has had a profound effect on the bond market and bond yields
rose sharply in the week after his election. Time will tell if this is a reasonable
assessment of his election promises to cut taxes at the same time as boosting
expenditure. This could lead to a sharp rise in total debt issuance from the current
level of around 72% of GDP towards 100% during his term in office. However,
although the Republicans now have a monopoly of power for the first time since
the 1920s, in having a President and a majority in both Congress and the Senate,
there is by no means any certainty that the politicians and advisers he has been
appointing to his team, and both houses, will implement the more extreme policies
that Trump outlined during his election campaign. Indeed, Trump may even rein
back on some of those policies himself.
In the first week since the US election, there was a major shift in investor
sentiment away from bonds to equities, especially in the US. However, gilt yields
in the UK and bond yields in the EU have also been dragged higher. Some
commentators are saying that this rise has been an overreaction to the US
election result which could be reversed. Other commentators take the view that
this could well be the start of the long expected eventual unwinding of bond prices
propelled upwards to unrealistically high levels, (and conversely bond yields
pushed down), by the artificial and temporary power of quantitative easing.
EZ
In the Eurozone, the ECB commenced, in March 2015, its massive €1.1 trillion
programme of quantitative easing to buy high credit quality government and other
debt of selected EZ countries at a rate of €60bn per month. This was intended to
run initially to September 2016 but was extended to March 2017 at its December
2015 meeting. At its December and March 2016 meetings it progressively cut its
deposit facility rate to reach -0.4% and its main refinancing rate from 0.05% to
zero. At its March meeting, it also increased its monthly asset purchases to
€80bn. These measures have struggled to make a significant impact in boosting

economic growth and in helping inflation to rise significantly from low levels
towards the target of 2%. Consequently, at its December meeting it extended its
asset purchases programme by continuing purchases at the current monthly pace
of €80 billion until the end of March 2017, but then continuing at a pace of €60
billion until the end of December 2017, or beyond, if necessary, and in any case
until the Governing Council sees a sustained adjustment in the path of inflation
consistent with its inflation aim. It also stated that if, in the meantime, the outlook
were to become less favourable or if financial conditions became inconsistent with
further progress towards a sustained adjustment of the path of inflation, the
Governing Council intended to increase the programme in terms of size and/or
duration.
EZ GDP growth in the first three quarters of 2016 has been 0.5%, +0.3% and
+0.3%, (+1.7% y/y). Forward indications are that economic growth in the EU is
likely to continue at moderate levels. This has added to comments from many
forecasters that those central banks in countries around the world which are
currently struggling to combat low growth, are running out of ammunition to
stimulate growth and to boost inflation. Central banks have also been stressing
that national governments will need to do more by way of structural reforms, fiscal
measures and direct investment expenditure to support demand and economic
growth in their economies.
There are also significant specific political and other risks within the EZ: 

Greece continues to cause major stress in the EU due to its tardiness
and reluctance in implementing key reforms required by the EU to make
the country more efficient and to make significant progress towards the
country being able to pay its way – and before the EU is prepared to
agree to release further bail out funds.



Spain has had two inconclusive general elections in 2015 and 2016,
both of which failed to produce a workable government with a majority of
the 350 seats. At the eleventh hour on 31 October, before it would have
become compulsory to call a third general election, the party with the
biggest bloc of seats (137), was given a majority confidence vote to form
a government. This is potentially a highly unstable situation, particularly
given the need to deal with an EU demand for implementation of a
package of austerity cuts which will be highly unpopular.



The under capitalisation of Italian banks poses a major risk. Some
German banks are also undercapitalised, especially Deutsche Bank,
which is under threat of major financial penalties from regulatory
authorities that will further weaken its capitalisation. What is clear is that
national governments are forbidden by EU rules from providing state aid
to bail out those banks that are at risk, while, at the same time, those
banks are unable realistically to borrow additional capital in financial
markets due to their vulnerable financial state. However, they are also
‘too big, and too important to their national economies, to be allowed to
fail’.



4 December Italian constitutional referendum on reforming the
Senate and reducing its powers; this was also a confidence vote on

Prime Minister Renzi who has resigned on losing the referendum.
However, there has been remarkably little fall out from this result which
probably indicates that the financial markets had already fully priced it
in. A rejection of these proposals is likely to inhibit significant progress in
the near future to fundamental political and economic reform which is
urgently needed to deal with Italy’s core problems, especially low growth
and a very high debt to GDP ratio of 135%. These reforms were also
intended to give Italy more stable government as no western European
country has had such a multiplicity of governments since the Second
World War as Italy, due to the equal split of power between the two
chambers of the Parliament which are both voted in by the Italian
electorate but by using different voting systems. It is currently unclear
what the political, and other, repercussions are from this result.


Dutch general election 15.3.17; a far right party is currently polling
neck and neck with the incumbent ruling party. In addition, anti-big
business and anti-EU activists have already collected two thirds of the
300,000 signatures required to force a referendum to be taken on
approving the EU – Canada free trade pact. This could delay the pact
until a referendum in 2018 which would require unanimous approval by
all EU governments before it can be finalised. In April 2016, Dutch
voters rejected by 61.1% an EU – Ukraine cooperation pact under the
same referendum law. Dutch activists are concerned by the lack of
democracy in the institutions of the EU.



French presidential election; first round 13 April; second round 7 May
2017.



French National Assembly election June 2017.



German Federal election August – 22 October 2017. This could be
affected by significant shifts in voter intentions as a result of terrorist
attacks, dealing with a huge influx of immigrants and a rise in anti EU
sentiment.



The core EU, (note, not just the Eurozone currency area), principle of
free movement of people within the EU is a growing issue leading to
major stress and tension between EU states, especially with the
Visegrad bloc of former communist states.

Given the number and type of challenges the EU faces in the next eighteen
months, there is an identifiable risk for the EU project to be called into fundamental
question. The risk of an electoral revolt against the EU establishment has gained
traction after the shock results of the UK referendum and the US Presidential
election. But it remains to be seen whether any shift in sentiment will gain
sufficient traction to produce any further shocks within the EU.
Asia
Economic growth in China has been slowing down and this, in turn, has been
denting economic growth in emerging market countries dependent on exporting
raw materials to China. Medium term risks have been increasing in China e.g. a
dangerous build up in the level of credit compared to the size of GDP, plus there is
a need to address a major over supply of housing and surplus industrial capacity,
which both need to be eliminated. This needs to be combined with a rebalancing

of the economy from investment expenditure to consumer spending. However, the
central bank has a track record of supporting growth through various monetary
policy measures, though these further stimulate the growth of credit risks and so
increase the existing major imbalances within the economy.
Economic growth in Japan is still patchy, at best, and skirting with deflation, despite
successive rounds of huge monetary stimulus and massive fiscal action to promote
consumer spending. The government is also making little progress on fundamental
reforms of the economy.
Emerging countries
There have been major concerns around the vulnerability of some emerging
countries exposed to the downturn in demand for commodities from China or to
competition from the increase in supply of American shale oil and gas reaching
world markets. The ending of sanctions on Iran has also brought a further
significant increase in oil supplies into the world markets. While these concerns
have subsided during 2016, if interest rates in the USA do rise substantially over
the next few years, (and this could also be accompanied by a rise in the value of
the dollar in exchange markets), this could cause significant problems for those
emerging countries with large amounts of debt denominated in dollars. The Bank
of International Settlements has recently released a report that $340bn of
emerging market corporate debt will fall due for repayment in the final two months
of 2016 and in 2017 – a 40% increase on the figure for the last three years.
Financial markets could also be vulnerable to risks from those emerging countries
with major sovereign wealth funds, that are highly exposed to the falls in
commodity prices from the levels prevailing before 2015, especially oil, and which,
therefore, may have to liquidate substantial amounts of investments in order to
cover national budget deficits over the next few years if the price of oil does not
return to pre-2015 levels.
Brexit timetable and process
 March 2017: UK government notifies the European Council of its intention
to leave under the Treaty on European Union Article 50
 March 2019: two-year negotiation period on the terms of exit. This period
can be extended with the agreement of all members i.e. not that likely.
 UK continues as an EU member during this two-year period with access to
the single market and tariff free trade between the EU and UK.
 The UK and EU would attempt to negotiate, among other agreements, a bilateral trade agreement over that period.
 The UK would aim for a negotiated agreed withdrawal from the EU,
although the UK may also exit without any such agreements.
 If the UK exits without an agreed deal with the EU, World Trade
Organisation rules and tariffs could apply to trade between the UK and EU but this is not certain.
 On exit from the EU: the UK parliament would repeal the 1972 European
Communities Act.
 The UK will then no longer participate in matters reserved for EU members,
such as changes to the EU’s budget, voting allocations and policies.



It is possible that some sort of agreement could be reached for a
transitional time period for actually implementing Brexit after March 2019 so
as to help exporters to adjust in both the EU and in the UK.

APPENDIX Z3: Credit Worthiness Policy (Linked to Treasury Management
Practice (TMP1) – Credit and Counterparty Risk Management)
Annual investment strategy - The key requirements of both the Code and the
investment guidance are to set an annual investment strategy, as part of its annual
treasury strategy for the following year, covering the identification and approval of
following:

The strategy guidelines for choosing and placing investments,
particularly non-specified investments.

The principles to be used to determine the maximum periods for which
funds can be committed.

Specified investments that the Council will use. These are high security
(i.e. high credit rating, although this is defined by the Council, and no
guidelines are given), and high liquidity investments in sterling and with
a maturity of no more than a year.

Non-specified investments, clarifying the greater risk implications,
identifying the general types of investment that may be used and a limit
to the overall amount of various categories that can be held at any time.
Specified investments – These investments are sterling investments of not more
than one-year maturity, or those which could be for a longer period but where the
Council has the right to be repaid within 12 months if it wishes. These are
considered low risk assets where the possibility of loss of principal or investment
income is small. These would include sterling investments which would not be
defined as capital expenditure with:
1. The UK Government (such as the Debt Management Account deposit facility,
UK treasury bills or a gilt with less than one year to maturity).
2. Supranational bonds of less than one year’s duration.
3. A local authority, parish council or community council.
4. Pooled investment vehicles (such as money market funds) that have been
awarded a high credit rating (AAA) by a credit rating agency.
5. A body that is considered of a high credit quality (such as a bank or building
society
Within these bodies, and in accordance with the Code, the Council has set
additional criteria to set the time and amount of monies which will be invested in
these bodies. This criteria is as described below.
Non-Specified Investments: These are any investments which do not meet the
specified investment criteria. The Council does not currently invest in nonspecified investments. However, in the light of the continued predictions for low
savings rates for some time to come, the Council is considering changing this and
investing in pooled asset funds for periods of over one year and ‘AAA’ UK or
European Residential Mortgage Backed Securities. The Council will seek
guidance on the status of any fund it may consider using. Appropriate due
diligence will also be undertaken before investment of this type is undertaken.

This Council applies the creditworthiness service provided by Capita Asset
Services. This service employs a sophisticated modelling approach utilising credit
ratings from the three main credit rating agencies - Fitch, Moody’s and Standard
and Poor’s. The credit ratings of counterparties are supplemented with the
following overlays:




credit watches and credit outlooks from credit rating agencies;
CDS spreads to give early warning of likely changes in credit ratings;
sovereign ratings to select counterparties from only the most creditworthy
countries.

These factors are weighted and combined with an overlay of Credit Default Swap
CDS spreads. The end product is a series of ratings (colour coded) to indicate the
relative creditworthiness of counterparties. These ratings are used by the Council
to determine the suggested duration for investments.
The criteria, time limits and monetary limits applying to institutions or investment
vehicles are:
Minimum
credit criteria
/ colour band

Max % of total
investments/ £
limit per
institution

Max. maturity
period

DMADF – UK
Government

N/A

100%

6 months

UK Government gilts

UK sovereign
rating

£20m

1 year

UK Government
Treasury bills

UK sovereign
rating

£60m

6 months

Money market funds

AAA

£30m

Liquid

Local authorities

N/A

£10m

1 year

Yellow*
Purple
Blue
Orange
Red
Green
No Colour
Blue
Orange
Red
Green
No Colour

£30m
£25m
£40m
£25m
£20m
£15m
0
£40m
£25m
£20m
£15m
0

Up to 2 years
Up to 2 years
Up to 1 year
Up to 1 year
Up to 6 Months
Up to 100 days
Not for use
Up to 1 year
Up to 1 year
Up to 6 Months
Up to 100 days
Not for use

Term deposits with
banks and building
societies

CDs or corporate
bonds with banks
and building societies

Call accounts and
notice accounts

Pooled asset funds

Yellow*
Purple
Blue
Orange
Red
Green
No Colour

£30m
£25m
£40m
£25m
£20m
£15m
0

Liquid

£50m

At least 5 years

*for UK Government debt, or its equivalent, constant net asset value money
market funds and collateralised deposits where the collateral is UK Government
debt
The monitoring of investment counterparties - The credit rating of
counterparties will be monitored regularly. The Council receives credit rating
information (changes, rating watches and rating outlooks) from Capita Asset
Services as and when ratings change, and counterparties are checked promptly.
On occasion ratings may be downgraded when an investment has already been
made. The criteria used are such that a minor downgrading should not affect the
full receipt of the principal and interest. Any counterparty failing to meet the
criteria will be removed from the list immediately by the Executive Director of
Resources and Regeneration, and if required new counterparties which meet the
criteria will be added to the list. Any fixed term investment held at the time of the
downgrade will be left to mature as such investments cannot be broken mid term.
Accounting treatment of investments. The accounting treatment may differ
from the underlying cash transactions arising from investment decisions made by
this Council. To ensure that the Council is protected from any adverse revenue
impact, which may arise from these differences, we will review the accounting
implications of new transactions before they are undertaken.

APPENDIX Z4: Approved countries for investments
This list is based on those countries which have sovereign ratings of AA- or
higher (we show the lowest rating from Fitch, Moody’s and S&P) and also have
banks operating in sterling markets which have credit ratings of green or above
in the Capita Asset Services credit worthiness service.
AAA









Australia
Canada
Denmark
Germany
Netherlands
Singapore
Sweden
Switzerland

AA+



Finland
USA

AA





Abu Dhabi (UAE)
France
Qatar
U.K.

AA

Belgium

APPENDIX Z5: Requirement of the CIPFA Management Code of Practice
Treasury management scheme of delegation
(i) Full Council


budget consideration and approval;



approval of annual strategy.



approval of/amendments to the organisation’s treasury management policy
statement

(ii) Public Accounts Committee


receiving and reviewing reports on treasury management policies, practices
and activities;

The treasury management role of the section 151 officer

The S151 (responsible) officer


recommending treasury management policy for approval, reviewing the
same regularly, and monitoring compliance;



submitting regular treasury management policy reports;



submitting budgets and budget variations;



receiving and reviewing management information reports;



reviewing the performance of the treasury management function;



ensuring the adequacy of treasury management resources and skills, and
the effective division of responsibilities within the treasury management
function;



ensuring the adequacy of internal audit, and liaising with external audit;



approval of the division of responsibilities;



approving the organisation’s treasury management practices;

APPENDIX: Glossary of terms used in the budget report

ALMO

Arms Length Management Organisation

AMR

Annual Monitoring Report

ASC

Adult Social Care

BCF

Better Care Fund

BoE

Bank of England

CCG

Clinical Commissioning Group

CDS

Credit Default Swap

CEP

Corporate Expenditure Panel

CERA

Capital Expenditure from Revenue Account

CFO

Chief Financial Officer

CFR

Capital Financing Requirement

CIL

Community Infrastrucutre Levy

CIPFA

Chartered Institute of Public Finance and Accountancy

CPI

Consumer Price Index

CQC

Care Quality Commission

CSR

Comprehensive Spending Review

Ctax

Council Tax

CTRS

Council Tax Reduction Scheme

DCLG

Department for Communities and Local Government

DEP

Directorate Expenditure Panel

DfE

Department for Education

DLA

Disability Living Allowance

DMT

Departmental Management Team

DSG

Dedicated Schools Grant

DWP

Department for Work and Pensions

EAA

Equalities Analysis Assessment

EAL

English as Additional Language

EHRC

Equality and Human Rights Commission

EMT

Executive Management Team

ESG

Educaiton Support Grant

FSM

Fee School Meals

GDP

Gross Domestic Product

GLA

Greater London Authority

HB

Housing Benefit

HRA

Housing Revenue Account

iBCF

Improved Better Care Fund

IDACI

Income Deprivation Affecting Children Index

IFS

Institute for Fiscal Studies

IRB

Interest on Revenue Balances

ISB

Individual Schools’ Budget

LA

Local Authority

LAC

Looked After Children

LFP

Lewisham Future Programme

LGA

Local Government Association

LGFS

Local Government Finance Settlement

LGPS

Local Government Pension Scheme

LLW

London Living Wage

LOBO

Lender Option Borrower Option

M&C

Mayor and Cabinet

MFG

Minimum Funding Guarantee

MRP

Minimum Revenue Provision

MTFS

Medium Term Financial Strategy

NHB

New Homes Bonus

NHS

National Health Service

NJC

National Joint Council

NLW

National Living Wage

NNDR

National Non Domestic Rates

OBR

Office for Budget Responsibility

OFSTED

Office for Standards in Education

ONS

Office for National Statistics

pa

per annum

PASC

Public Accounts Select Committee

PFI

Private Finance Initiative

PSAA

Public Sector Audit Appointments

PVI

Private, Voluntary and Independent sector

pw

per week

PWLB

Public Works Loan Board

RMBS

Residential Mortgate Backed Securities

RPI

Retail Price Index

SEN

Special Educational Needs

SEND

Special Education Needs and Disability

SFA

Settlement Funding Assessment

TMS

Treasury Management Strategy

VOA

Valuation Office Agency

