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Summary
This report presents the financial position as at the end of September 2017 (quarter 2). It provides information on financial performance against revenue and capital budgets. 

Recommendation
That the committee:	
1. Notes the content of the report.
2. Agrees the transfer of £560k from travel and standby overtime budgets to the direct standbys budget, to reflect the new direct standby agreement with the London FBU detailed in paragraph 13.
3. Agrees that the Authority’s carol service is part funded by Bristol Uniforms Ltd through sponsorship and that the remaining £14k can be funded from within the overall 2017/18 budget.
4. Notes the £872k gross cost of the Mobile Data Terminals and Tablet Devices to be transferred from capital to revenue in year. The reasons for this change in classification of the cost are explained from paragraphs 62 to 69.




Introduction
1. This report considers the financial position as at the end of September 2017, including a forecast of outturn at the financial year end. 
2. All departments review their actual income and expenditure on a regular basis, and provide an updated forecast of outturn and explanation of variances, against all their budgets, to the Finance Department. These returns then form the basis of reporting to the Corporate Management Board and from there on to the Resources Committee and the Greater London Authority on a quarterly basis.
Background to 2017/18 Budget
3. The 2017/18 budget was approved by the Authority at its meeting on 30 March 2017 (FEP 2708). The Authority’s net revenue budget is £390,708k, with a net payment of £4,062k into earmarked reserves, £12,342k funding from specific grants and savings of £7,665k.
4. This report sets out a summary position on both the revenue and capital budgets, and then provides more detailed explanations of variances. 
Revenue
5. The forecast outturn position for 2017/18 on the revenue budget is an underspend of £5,285k (1.4%), largely due to variances previously reported on operational staff budgets £4,348k. This is  based on the expected operational staff numbers given forecasts for recruitment and leavers. 
6. The forecast underspend of £5,285k has increased by £332k since last reported to the Resources Committee in September (FEP 2772). The increase is mainly due to a one-off budget of £830k that was created in 2017/18 to fund costs involved in offering inoculations to staff, as a result of co-responding being rolled out across the brigade. This is no longer forecast to be spent in this financial year and the budget will now be transferred to an EMR reserve to cover the planned spend in 2018/19. There is also an additional income of £605k from Metropolitan Fire Brigade (MFB) Act income due to an increase in the value of insured properties in London. A forecast decrease in operational staff spend of £355k is made up of three separate movements, including a reduction in the forecast cost of pension contributions (£1,000k) in part due to the decision that the auto-enrolment of employees will not happen in this financial year and an increase in the underspend from vacancies (£855k). These are offset by an additional pressure (£1,500k) based on a pay award of 2% to operational staff. In September the national Fire Brigades Union (FBU) ballot rejected the pay offer from the National Joint Committee (NJC). The NJC pay offer was for a two per cent rise to be paid from 1 July 2017 and for discussions around the broadening role of firefighters to continue with the aim of developing a longer term deal. However negotiations are continuing and it is considered prudent at this stage to retain the provision. 
7. The above underspends are offset by a forecast reduction in the underspend on hardware and software budgets (£550k) which now includes the £419k net impact of the transfer from capital to revenue spend on the Mobile Data Terminals (MDT) project. There is also a reduction in interest receipts (£195k) due to a reduction in balances available to invest and short term interest rates continuing to remain flat, as set out in the LFEPA Treasury Management Mid-Year Report for 2017-18 also on today’s agenda. An additional overspend is forecast on building maintenance to progress a backlog of works across the whole estate including repairs, refurbishment and minor improvements (£175k). The planned use of community safety contributions/funding (£174k) is forecast to be reduced and funds received carried forward to next financial year, with spend in 2017/18 instead being funded by underspends within Fire Safety. Overspends are also now forecast on the training contract based on the current planned number of courses (£150k) and on premises security at three sites that were expected to be sold in 2017/18 (£113k).
8. The key variances are discussed in more detail from paragraph 12 below.
Capital
9. The approved capital programme for 2017/18 is £29,146k. The current forecast capital spend for 2017/18 is £17,995k, which is £11,151k less than the approved capital budget and £10,975k less than the financial position reported to the Resources Committee in September (FEP 2772). 
10. The key variances are discussed in more detail from paragraph 33.
 Tables and Appendices to this report
11. A summary of the financial position for the revenue budget is provided in Table 1. The latest position on reserves is set out in Table 2. Appendix 1 contains additional detail on the current and forecast financial position. Appendix 2 reports on the forecast outturn on the capital programme. Appendix 3 discusses the risks to the revenue and capital position that have not been quantified. Appendix 4 meets the requirement to disclose all budget virements within the quarter under financial regulation 9 and Appendix 5 provides an analysis of outstanding debt relating to charges for Shut in Lift attendances.



Table 1. Summary Financial Position
	 
	Current Budget
	Current Spend
	Current Variance
	Revised Budget
	Forecast Outturn
	Forecast Outturn Variance
	Previous Forecast Outturn Variance
	Movement between variance figures

	 
	£000s
	£000s
	£000s
	£000s
	£000s
	£000s
	£000s
	£000s

	Operational staff
	116,324
	114,627
	(1,697)
	233,758
	229,055
	(4,703)
	(4,348)
	(355)

	Other staff
	24,946
	26,014
	1,067
	51,624
	51,774
	150
	230
	(80)

	Employee related
	22,767
	22,269
	(498)
	26,259
	25,431
	(828)
	(145)
	(683)

	Pensions
	10,275
	9,902
	(373)
	20,489
	20,279
	(210)
	0
	(210)

	Premises
	24,702
	26,049
	1,347
	36,783
	37,631
	849
	477
	372

	Transport
	14,152
	14,248
	96
	15,180
	15,089
	(91)
	178
	(269)

	Supplies and services
	20,646
	21,703
	1,058
	29,090
	28,590
	(500)
	(1,092)
	591

	Third party payments
	1,227
	1,062
	(166)
	2,598
	2,784
	186
	0
	186

	Capital financing costs
	1,150
	1,150
	(0)
	9,508
	9,508
	0
	0
	0

	Central contingency against inflation
	0
	0
	0
	2,963
	2,963
	0
	0
	0

	Total revenue expenditure
	236,190
	237,024
	834
	428,252
	423,105
	(5,147)
	(4,700)
	(447)

	
	 
	 
	 
	 
	 
	 
	 
	 

	Other income 
	(30,525)
	(31,132)
	(607)
	(35,035)
	(35,159)
	(124)
	(254)
	129

	Net revenue expenditure
	205,664
	205,891
	227
	393,217
	387,945
	(5,271)
	(4,953)
	(318)

	 
	 
	 
	 
	 
	 
	 
	 
	 

	Use of earmarked reserves
	0
	0
	0
	2,995
	2,995
	(0)
	0
	(0)

	Financing Requirement
	205,664
	205,891
	227
	396,211
	390,940
	(5,271)
	(4,953)
	(318)

	
	 
	 
	 
	 
	 
	 
	 
	 

	Financed by:
	 
	 
	 
	 
	 
	 
	 
	 

	Specific grants
	(10,721)
	(12,517)
	(1,796)
	(13,783)
	(13,797)
	(14)
	0
	(14)

	GLA funding
	0
	0
	0
	(382,428)
	(382,428)
	0
	0
	0

	
	 
	 
	 
	 
	 
	 
	 
	 

	Net Financial Position
	194,944
	193,374
	(1,569)
	0
	(5,285)
	(5,285)
	(4,953)
	(332)



Reasons for the Revenue Position
Staff
12. The budget for operational staff is forecast to underspend by £4,703k, an increase in the underspend of £355k from the position reported at Quarter 1. The forecast underspend has increased due to a decrease in the forecast cost of pension contributions of £1,000k in part as a result of the decision by the Pensions Regulator that auto-enrolment of employees will not happen in this financial year and because of a decrease in the average pension contributions as employees opt out of the scheme or are transferred to the new firefighter scheme with lower contribution rates. The forecast impact of the number of vacancies has also been updated based on latest projected firefighter trainee numbers, transferees from other brigades and leavers and this has increased the forecast underspend by £855k. These two items are offset by the inclusion of a pressure of £1,500k based on a pay award of 2% to operational staff. In September the national Fire Brigades Union (FBU) ballot rejected the pay offer from the National Joint Committee (NJC). The NJC pay offer was for a two per cent rise to be paid from 1 July 2017 and for discussions around the broadening role of firefighters to continue with the aim of developing a longer term deal. However negotiations are continuing and it is considered prudent at this stage to retain the provision
13. On 6 March, a new direct standby agreement went live following agreement between the Authority and London FBU. This agreement introduced an on shift allowance and therefore fares for on shift standbys are no longer paid from petty cash. This agreement was reached on the basis that any changes would be cost neutral and it has had the effect of reducing expenditure on travel and standby overtime by £560k and increasing direct standby payments to staff by the same amount. Members are asked to agree the transfer of £560k from travel and standby overtime budgets to direct standbys budget, to reflect the new direct standby agreement with the London FBU. 
14. Control staff budgets are forecast to overspend by £150k, a reduction of £80k since last forecast. Overtime levels remain high due to additional staff cover and additional staff are being recruited to alleviate this overspend.
Employee Related

15. Training contract budgets are forecast to overspend by £98k, an increase of £148k from the position reported at Quarter 1. This increase is based on the current level of spend and expected number of training courses that will be run in 2017/18. This is offset by the previously reported forecast underspend on the apprenticeship levy of £50k. 
16. There is also a forecast underspend on the inoculations budget within the medical and welfare expenses budget of £899k, an increase of £793k from the position reported at Quarter 1. A budget of £830k was created for 2017/18 to fund costs involved in offering hepatitis B inoculations to staff, if co-responding was rolled out across the Brigade. However this is no longer forecast to be spent in this financial year and the budget will be transferred to an EMR reserve to cover the potential cost in 2018/19. The remainder of the underspend of £105k is largely due to lower than expected numbers of asbestos medical appointments, medical appeals and a lower than forecast inflationary increase as previously reported.
Premises

17. Premises budgets are forecast to overspend by £849k, an increase of £372k from the previously reported overspend. The additional overspend is due to a decision being taken to progress a backlog of works aimed at improving the overall condition of the whole estate including repairs, refurbishment and minor improvements to properties (£175k). This is in addition to a £475k overspend that was included in the Quarter 1 report. The remainder of the additional overspend is for the cost of security at three sites that were expected to be sold in 2017/18 (£113k) and a forecast overspend on option appraisal fees for major capital projects (£70k), this is a new requirement and a growth proposal has been included in the Budget Update report also on today’s agenda.
Transport

18. Transport budgets are forecast to underspend by £91k, a reduction in spend of £269k from the position reported at Quarter 1. The movement in the forecast includes an additional underspend of £151k on vehicle passthroughs due to the spend for the ultra low emission zone that has been reallocated to 2018/19 financial year to match the modification program, reduction in spend on transport budgets and fuel costs at Fire Stations of £53k and £37k respectively and an increase in abatements on the vehicle and equipment contract of £31k. 

19. The above movement is offset by a forecast overspend on insurance budgets of £284k following changes to the discount rates within personal injury markets and a higher forecast cost of insurance claims, previously reported in (FEP2772).
Supplies and Services
20. There is a forecast underspend of £500k on supplies and services budgets. This includes a reduction in the underspend of £591k since last reported. The movement is due to the transfer of capital spend to revenue on the Mobile Data Terminals (MDT) project (£419k net), as discussed in detail from paragraph 62 below , additional spend on hardware and software budgets due to unforeseen expenses in connection with the wireless upgrade and implementation of the Cloud solution (£131k) and a forecast overspend on staff reimbursements because the savings on members allowances included in the 2017/18 budget are not achievable in this financial year due to the delay in the abolition of LFEPA (£48k). 
21. As previously reported to the Resources Committee in September (FEP2772), the overall forecast underspend is mainly due to a revised underspend on hardware and software (£734k) as some orders that were budgeted for in 2017/18 have been charged to 2016/17 and due to transitional arrangements associated with the implementation of the new Wide Area Network. In addition there were also underspends on hydrants maintenance (£187k) based on lower repairs than budgeted, on the Control and Mobilising Services contract (£180k) due to the impact of abatements and on clothing spend at stations (£113k) due to a lower replacement rate of new workwear and reduced spend because of current vacancies. These are offset by forecast overspends on legal professional services (£72k) based on the current caseload and office furniture (£54k) related to floor moves, office desks conversions and other associated work at Union Street. 

Third Party Payments
22. There is a forecast overspend on third party payments of £150k as the savings included in the 2017/18 budget on the GLA shared service for member services are not achievable in this financial year due to the delay in the abolition of LFEPA. 
Income
23. There is a forecast over recovery of £124k on income. This is a reduction in the amount of income forecast to be received of £129k since last reported in Quarter 1. This includes a reduction in forecast interest receipts (£195k) due to a reduction in balances available to invest as a result of delays in the sale of the Clerkenwell and Southwark sites and short term interest rates continuing to fall, despite an optimistic market forecast in November 2016 outlined by the GLA treasury team in the last mid year report (FEP 2662). Average investment rates since last financial year have now fallen by over 0.1% from 0.55% as at 31 March 2017 to 0.44% as at 30 September 2017. Forecast average rate outturn for the year is now 0.40%.  The budget pressure in the medium term forecast will be kept under review, as the duration of the historically low interest rates continues to be extended. The reduction in income also includes a forecast reduction in the amount of community safety contributions that will be applied in this financial year with any income received being carried forward to support activities in future years (£175k), a reduction in costs recovered from LFB enterprises because of the resignation of a full time member of staff (£100k) as arrangements are reviewed following the appointment of a new LFBe Chair and a reduction in the number of charges raised to attend shut in lift due to reduction in call outs (£79k). These changes are offset by additional income of £605k of Metropolitan Fire Brigade (MFB) Act charges due to an increase in the value of insured properties in London. This is in addition to the budgeted increase of £2,070k in 2017/18. Further increases of £1,310k have been budgeted for 2018/19, a 5% increase on the 2017/18 forecast outturn. The remainder of the forecast over recovery is due to expected increased income from the GLA for additional space at Union Street (£262k) as reported in at quarter 1 (FEP 2772).
2018/19 Budget Update
24. The Mayor’s Budget Guidance for 2018/19 was published on 13 June 2017 and set out the overall funding the Mayor intends to provide LFEPA over the next four financial years. A report (FEP2733) setting out the resulting processes and timetable in order to deliver a balanced budget for LFEPA in 2018/19 was presented to Authority in October 2017.

25.  The Budget Update report (FEPXXXX) which is also on today’s agenda, provides an update to the 2018/19 budget process and the proposed budget submission to the Mayor.
Position on Reserves
26. The forecast position on reserves is set out in Table 2 below. Movements on the reserves applied in year together with transfer of £356k of the underspend from the general reserve into the Budget Flexibility reserve, leave a balance on the general reserve at the year end of £13,763k, this is at the stated minimum level which is 3.5% of the net revenue expenditure budget. 

27. The Budget Flexibility reserve was set up in the 2017/18 Budget (FEP2708) report with funds of £6.2m, to help mitigate the budget deficit anticipated over the next four years. This reserve now includes an additional transfer of £5.3m from the general reserve to the Budget Flexibility reserve, which will reduce the general reserve down to the stated minimum level. 



Table 2. LFEPA Reserves for the 2017/18 Financial Year
	£000s
	Opening Balance at 01/04/17
	Approved Movements
	Underspend/ (Overspend) in 2017/18
	Use of Reserves in 2017/18
	New Payments/ Transfers
	Anticipated Balance at 31/03/18

	Additional Resilience Requirements
	0
	6,757
	 
	(1,034)
	 
	5,723

	Community Safety Investment Fund 
	602
	 
	 
	(602)
	 
	0

	Compensation
	1,000
	 
	 
	0
	 
	1,000

	Emergency Services Mobile Communication Programme
	356
	 
	 
	(200)
	 
	155

	Emergency Medical Response
	0
	 
	 
	0
	830
	830

	Firefighters' Pension
	1,172
	 
	 
	0
	 
	1,172

	Fire Safety and Youth Engagement
	338
	 
	 
	(200)
	 
	138

	Hazardous Material Protection
	203
	 
	 
	(203)
	 
	0

	Hydrants
	462
	 
	 
	0
	 
	462

	ICT Development Reserve
	668
	 
	 
	(268)
	 
	400

	London Resilience
	1,281
	 
	 
	0
	 
	1,281

	LSP2017 Implementation
	5,000
	 
	 
	(409)
	 
	4,591

	New Governance Arrangements
	100
	 
	 
	0
	200
	300

	Pension Early Release Costs
	400
	 
	 
	0
	 
	400

	Property PFI
	1,912
	 
	 
	0
	 
	1,912

	Recruitment/ Outreach
	600
	 
	 
	(250)
	 
	350

	Review of Property Services
	85
	(85)
	 
	0
	 
	0

	Sustainability
	235
	 
	 
	0
	 
	235

	Vehicle & Equipment Reserve
	1,163
	 
	 
	0
	 
	1,163

	Budget Flexibility
	0
	4,953
	 
	6,160
	356
	11,469

	General
	21,489
	(11,625)
	5,285
	 
	(1,386)
	13,763

	Total
	37,065
	0
	5,285
	2,995
	0
	45,344




28. The reserves table above includes the establishment of an Additional Resilience reserve to meet forecast costs in 2017/18 arising from an initial assessment of the LFB resources requirement following recent events (FEP 2763). The reserve has been funded by a transfer from the general reserve of £6,757k. This report includes a use of £858k for funding of the investigation team, £106k to fund an increase in officer levels and £70k to fund the cost of staff counsellors in this financial year. It also includes the establishment of a reserve for Emergency Medical Response of £830k to fund the potential cost of staff inoculations in 2018/19, as discussed in paragraph 16.

29. The New Governance Arrangements reserve was originally set up with a value of £100k in December 2016 (FEP2709) to meet the costs associated with the abolition of the Authority, which is now expected to happen at the end of March 2018. It is now proposed that this reserve is supplemented by a further £200k. This funding will support the outcome of the review work that has been ongoing internally and with GLA officers to ensure that the relevant reporting mechanisms, governance doctrine, and decision-making structures are ready for implementation in 2018/19.

30. Other drawings from earmarked reserves in 2017/18 include:
· £602k for the Community Safety Investment Fund,
· £409k for implementation of LSP2017,
· £268k to fund ICT developments,
· £250k to fund the recruitment and outreach team,
· £203k from the hazmat reserve to fund new gas tight suits,
· £200k to fund fire safety and youth engagement work, and
· £200k to fund the Emergency Services Mobile Communication Programme.
Carol Concert
31. In March 2012  budget savings for the Communications Department included provision to make the carol service cost neutral by achieving alternative funding through sponsorship (FEP1891). This year’s service is being held at Westminster Cathedral and is costed at £16k. Officers have secured £2k in sponsorship monies from Bristol Uniforms Ltd. To comply with Authority’s Code of Practice on Sponsorship, this report now seeks formal approval for the Authority’s carol service to be supported by Bristol Uniforms Ltd through sponsorship and for members to agree that the remaining £14k can be funded from within the overall 2017/18 budget. A screening process has taken place (in accordance with paragraph 5 of the Sponsorship Code of Practice) in respect of Bristol Uniforms Ltd and officers are of the opinion there is no reason why this organisation cannot act as a sponsor. 
Risks
32. There are a range of risks and opportunities to the financial position which are as yet unquantified in the forecasts in this report, and these are attached as Appendix 3. Since last reported, the following risks have been updated:
· Additional Resilience Requirements – a reserve of £6.8m has been set up to cover the costs in 2017/18 of the items reported to the Resources Committee (FEP 2763). Work is on-going to confirm the requirement of this reserve in this and future financial years.
· Pension auto enrolment – the auto enrolment date for all staff who were not previously enrolled as part of the June 2016 exercise has now been cancelled and this can be removed as a risk from future reports. The 2017/18 budget included £274k to account for 40% of staff remaining in the scheme and this is now forecast to underspend.
· Overtime costs – a risk had been included for the potential overtime costs for operational staff following recent events in London. These costs have now been included in the forecast outturn and the risk removed from the report.
· Disposal of sites – savings have been included on security based on the disposal of three sites in 2017/18. These savings are now forecast not to be achieved and this has been reflected in the forecast outturn in this report. The risk has been removed from the report.
· MFB income – this report includes additional income forecast above the budget based on returns received from insurance companies set out in paragraph 23 above. This risk has therefore been removed from the report.
· Insurance costs – The forecasts in this report reflect the recent decrease in the discount rate used to calculate premium payments. These forecasts will be reviewed if there is any further change to the discount rate as part of the insurance sectors challenge to Government, which is being considered.









Capital

33. The capital programme for 2017/18 was agreed by the Resources Committee in July 2017 (FEP2750) with a budget of £29,146k. Following the deferral of the projected capital receipts for the former Clerkenwell and Southwark fire stations to 2018/19, a detailed review was undertaken of the 2017/18 capital programme to see whether savings could be achieved or projects deferred to later years. This has resulted in a reduction in the  forecast capital spend for 2017/18 of £11,151k. The last reported forecast in September (FEP 2772) was £28,970k and the overall reduction in spend of £10,975k relates to the main items set out below. 

34. It should be noted that £7.7m of this relates to three key projects, Plumstead fire station, the new site for the  co-location of PEG and the BDC service and the replacement of aerial appliances. The revenue debt charges budget has been adjusted with the revised capital financing requirements, detailed in the Budget Report which is also on today’s agenda. 
Budget re-phasing to 2018/19 and later years - (7,490k)
· ICT Farynor System - £375k
· ICT Business Management Solution - £650k
· ICT Performance Management Framework - £190k
· ICT – Control & Mobilising System  - £370k
· ICT – Public Services Network - £707k
· ICT – Virtual Desktop Technology - £250k
· ICT – Online Payment Facility - £70k
· ICT – Upgrade Operating System £98k
· ICT – Home Fire Safety System  - £130k
· ICT – Core Switch Modules £300k
· ICT – Station Network Rewires £100k
· ICT – Physical Server Environment £200k
· ICT – Over programming (£600k)
· Estates – Middlesex Fire Stations Refurbishments - £100k
· Estates – Plumstead New Fire Station - £2,500k
· Estates – Edmonton Fire Station Refurbishment - £50k
· Estates – Security at all Fire Stations - £200k
· Fleet - Replacement of ALP & HP Aerials - £1,800k

Budget re-phasing from 2018/19 - £557k
· Stage payments for fire appliances - £455k
· Purchase of three training vans - £102k

Budget Savings – (£4,244k)
· ICT – Blade Farm Server - £300k
· Estates – PEG/BDC Development - £3,410k
· Estates – Minor Works - £251k
· Estates – Asset Management Plan - £200k
· Estates – Union Street Reconfiguration - £33k
· Estates – Corporate Property Project - £50k

Budget Additions – £180k
· ICT – Replacement of laptops - £100k
· West Hampstead Cottages - £20k
· ICT – Accident Reporting System - £60k

Capital budget re-phasing to 2018/19 and later years  – (£7,490k)
35. Farynor System – The scoping of the project has been carried out and the project timeframe has been revised. It is envisaged that the specification will be completed by the end of the year, with delivery commencing in the new financial year, with the system becoming operational during 2019/20. £375k has therefore been carried forward to the 2018/19 financial year. 

36. Business Intelligence Solution (BIS) and Performance Management Framework (PMF) - This has slipped due to resourcing issues required to deliver these projects. Staff have now been employed to deliver the  BIS project and a permanent project sponsor is being sought to lead project delivery for the PMF project. The budget has been re-profiled with £650k slipping to later years for the BIS and £190k to 2018/19 for the PMF.

37. Home Fire Safety System – This scheme has now been deferred to 2018/19 and may be incorporated into the scope of Farynor System in the future -  £130k

38. Control and Mobilising System (CAMS) - In order to meet critical deadlines, the mobilising system went live with the core functions as described in the specification. Other functionality was deferred to post go-live and this is being worked on at present. It is now envisaged that this functionality will be implemented during 2018/19 and accordingly £370k has been deferred to 2018/19.

39. The Public Services Network (PSN) is the government’s high-performance network which supports public sector organisations working together, reduce duplication and share resources. No decision has been made on LFB’s requirement for PSN compliance. However the Emergency Services Network (ESN) project requires a similar standard of security accreditation which is grant funded. On this basis, the ESN project is undertaking works which largely satisfy the PSN requirement from an LFB perspective. However the scope of the grant funding for ESN may be restricted to control room services only. Should this occur, funding may be required to finalise the PSN works brigade-wide. The capital budget contingency of £707k for this has been deferred to 2018/19, when more information regarding the grant funding will be known.

40. Virtual Desktop Technology – The specification for this project is now complete and it is envisaged that the procurement process will take around nine months. £250k budget has been deferred to match this timing. 

41. The ICT budget (£70k) for the proposed online payment facility project has been deferred to 2018/19, whilst an upgrade to the financial system (masterpiece) is undertaken. In addition, a review of the current finance system and future system requirements will be carried out. This will determine whether this proposal will progress. A decision will be made by the end of this financial year. 

42. ICT – Upgrade of the Operating System Project (Windows System and Sharepoint) -  Detailed user requirements for the records management solution for Sharepoint  are still to be fully defined by the lead user department. As a consequence the project is not yet at a stage where a procurement can be undertaken and it is now felt that there is insufficient time in the current financial year for expenditure to occur. The requirement is still however valid and as such the budget of £98k is to be carried forward to 2018/19.

43. ICT- Core Switch Modules and Station Network Rewires  - These projects require significant resources from the network team. Security upgrades to the Firewall infrastructure and the work to implement Wireless LAN Controllers together with the work associated with the re configuration of Union Street has taken priority. Accordingly £300k and £100k respectively has been deferred to 2018/19 for these projects.

44. ICT – Physical Server Environment - Work pressures arising from the upgrade of security infrastructure following the high profile incidents affecting other organisations earlier in the year and the consequent Home office compliance requirements alongside numerous business imperatives such as mobile working have had an impact on the resources available to the Technical design team. Plans have had to be re-assessed in the light of this and an element of this project has been re-phased to 2018/19 -£200k.

45. The associated over-programming budget for the ICT Core Switch Modules, Station Network Rewires and the Physical Server Environment £600k has also been deferred to 2018/19.

46. Plumstead New Fire Station Development - a site (Nathan Way) has provisionally been offered by Peabody on a purchase basis.  Officers have been seeking updates from Peabody on the sale of the site, but details from Peabody have not been forthcoming. Officers are therefore reporting that the sale of the site is unlikely to go through in the 2017/18  financial year and accordingly the budget of £2.5m has been re-phased to later years.  

47. A feasibility study is currently being undertaken into the Middlesex and Edmonton fire stations refurbishment project to assess the various options available, prior to the selection of the preferred option to be progressed. It is currently anticipated that there will be no capital expenditure in 2017/18 and therefore £100k and £50k respectively has been deferred to 2018/19.

48. The project to increase security at all fire stations and other LFB buildings requires an operational threat assessment to determine the property scope of works required. Each premise will require differing levels of security upgrade depending on existing building and surrounds i.e. barriers/ access control and the operational threat assessment will suggest additional measures should the security threat level be set at highest level i.e. CCTV/fencing. This is unlikely to be resolved in the current financial year hence the forecast expenditure (£200k) in 2017/18 has been deferred to later years. 

49. The replacement of aerial appliances had progressed to the best and final offers. However the current procurement was stopped whilst a review of the aerial appliance capability requirements is completed. This has resulted in £1,800k being deferred to later years. The outcome of the review is that 10 standard height aerial appliances will be purchased together with 5 extended aerial appliances. The cost of the new proposal is £12,850k, this is £2,950k more than the existing budget of £9,900k which was for 15 standard height aerial appliances. This is as detailed in the Vehicle and Equipment Contract Update (FEP 2778) reported on 15 September. It should also be noted that a donation has been offered of £2,500k for the extended aerial appliances. 
Capital budget re-phasing from 2018/19 - £557k
50. The timing/value of the stage payments for the second batch of pumping appliances has been revised following negotiations with the supplier. This is due to the value of the stage payments changing, although overall the price is as previously agreed. In the first batch of 53 appliances, the crew cab was not fitted until the base unit arrived into the UK, for the next 73 appliances the crew unit is fitted before it arrives in the UK, which has increased the value of the 1st stage payment by £36k per vehicle thereby resulting in £455k being brought forward from 2018/19. In addition, the purchase of three vans have also been brought forward from 2018/19 at a cost of £102k. Two fire safety vans require replacement  and one Community Fire Safety van  due to age. 


Capital budget Savings – (£4,244k)
51. Blade Farm Server – The server was purchased in March 2017 and financed from the revenue budget. Accordingly, the capital budget of £300k will not be spent and is a saving to the programme.

52. The original budget allocation for the PEG / BDC development project was £7.50m and based on a site purchase and fit out. Assessments in early 2017 established that leasehold options were more advantageous and capital funding of £3.45m was secured at July 2017 Resources Committee (FEP2757) to fit out leased premises, which represented a budget saving of £4.05m (£3.41m in 2017/18 and £640k in 2018/19).  A preferred leasehold site has been identified, but remains subject to finalising an agreement for lease (anticipated early November 2017). It is currently anticipated that the capital expenditure in 2017/18 will be £340k and limited to acquisition costs, consultant project management and design. The reason for this change is that both negotiations with the prospective Landlord and appointment of the consultant design team are now at a more advanced stage. 

53. There is a saving of £511k in the Minor Works programme. This is partly due a delay  to the planned accommodation works at Homerton fire station in order to see how a partial scheme might minimise disruption. There  is also  a delay in the planned refurbishment of the showers at Southall fire station, as further structural and drainage investigations are required. If these projects progress further, they will be funded from the 2018/19 Minor Improvements budget. £260k of the saving will be re-allocated to the replacement of the Appliance Bay Door project to fund the projects at Shoreditch and Wimbledon fire stations where the tender prices have come in higher than the pre tender estimate. This reduces the reported saving to £251k.

54. The Asset Management Plan project is a programme of works that have been identified following the approval of the Asset Management Plan (FEP2714) in March 2017.  A review is being undertaken to identify the detailed scope of works required to various fire stations and it is envisaged that budgets for these works will be requested once the requirements for each project have been specified. Therefore, £200k has been identified as a saving for 2017/18 and the future capital budgets of £10m per annum have been removed from the capital programme.

55. There has been a saving of £33k in the cost of the Union Street project in relation to the modifications required to relocate the mailroom. This has enabled additional space to be rented out to the GLA. 

56. The Corporate Property Project was used to encompass initial design and survey fees for various new developments. These costs will now be directly charged to revenue if the scheme does not progress. This would result in a saving of £50k per annum.
Capital budget Additions – £180k
57. Resources Committee approved (FEP2462) the replacement of the previous generation laptops at maximum cost of £450k. The first phase of replacement programme is underway and the new laptops are being rolled out across the Authority at a cost of £200k. The second phase is the replacement of the mobile data terminal laptops which will cost £100k.It is envisaged that these products can be purchased and installed in the current financial year. Although this sum was not included in the original budget for the current year, the funds are within the approved budget for the whole project. 

58. The refurbishment of West Hampstead Cottages (£720k) was approved at the September Resources Committee (FEP2776). The cottages are to be refurbished to provide eight single person quarters which will be let out to London Fire Brigade employees. The estimated spend for 2017/18 is £20k.

59. ICT – Accident Reporting System – the tender prices for this project exceeded the projected budget by £60k, bringing the cost of the project to £130k. The system will meet the legal requirements for LFEPA to record and report all accidents in the workplace, including the Reporting of Injuries, Diseases and Dangerous Occurrences Regulations (RIDDOR). The additional budget requirement was approved under delegated authority. 

60. The Commissioner’s report to the Resources Committee in July (FEP2763) on additional resourcing requirements included a number of capital items. The funding for these will be added to the capital programme during the year as the detailed specifications are drawn up. 

61. The full details of the capital programme is provided in Appendix 2.  The future capital programme is detailed in the budget report which is also on today’s agenda.
Theft of MDT Equipment
62. In September 2014 the Resources Committee approved a project (FEP2314) to refresh and upgrade mobile data equipment in all Brigade appliances. This includes a new ‘fixed’ front of cab mobile data terminal (MDT), two tablet devices in the rear of all pumping appliances/FRUs and a SatNav device in every appliance. Project delivery has been delayed due to a range of technical issues including a decision to deploy Windows 10 on all devices to improve security (in the light of cyberattacks over the last year), the need to secure compliance with Airwave radio infrastructure, and the need to coordinate roll-out of devices with the appliance replacement programme.

63. In August 2017 there was a theft of 130 new front of cab MDT devices, which were in storage at Southwark Training Centre. These devices were awaiting the agreed software build, prior to deployment as part of the refresh project. The purchase value of the equipment stolen was £280k. The theft was reported to the Police and an insurance claim has been submitted, which is now being assessed.  

64. An order has been placed for 130 replacement MDTs to replace the ones stolen and the supplier has advised that there is a sixteen week lead time for production and delivery. The MDT project timelines are being reset to take this lead time into account, which means roll-out will not now commence until February 2018 and is expected to be completed by June 2018.

65. The delay as a consequence of the MDT theft, the deployment of the Windows 10 operating system and a number of other technology related delays, will also have a further knock-on effect on the project. The 338 tablet devices (two per pump/FRU) purchased for the rear of the appliances in June 2015 at a cost of £592k have a three year life (the MDT devices have a five year life). By the time the roll-out is completed in June 2018 the tablet devices will be within 6 months of their ‘end of life’ and would no longer meet the Brigade’s specification.They will therefore need to be replaced. 

66.  The decision to deploy two tablets in each pump/FRU was on the basis that the tablets would have some of the software applications available on the fixed MDT (e.g. ‘Crash’ which helps crews with the cutting of vehicles for extrication purposes) together with a range of LFB ‘apps’ that would support crews working away from the appliance. The initial LFB ‘apps’ include a premises risk assessment for data collection by crews during outside duty visits and, in due course, would include an ‘apps’ to support, for example, data collection at home fire safety visits. These LFB ‘apps’ will not be available when the tablets are rolled out by June 2018, so in replacing the devices procured in September 2015, officers are recommending that only one tablet needs to be provided in appliances for the time being. Once tablets with a range of ‘apps’ are being used, it will be possible to determine whether two are required. It is therefore  proposed to review the requirement after one year. In the meantime a buy-back option is available for the unused ‘end of life’ tablets and the intention is to take advantage of this to re-procure 171 of the tablet devices (on the basis of one per pump/FRU and 15 spares).

67. The financial impact of the theft of the MDTs will mean that the £280k capital cost will need to be removed from the capital programme and instead charged to revenue, reducing capital spend and increasing revenue spend. As noted above an insurance claim has been submitted which may offset the £280k revenue cost. The revenue forecasts will be updated to reflect the net impact of this once the insurance claim is decided and then included in future reports on the financial position. The capital repurchase cost of the replacement MDTs will be offset by the reduction in spend following the recharge of the initial cost to revenue. 

68. As the 338 tablets for the rear of the appliances are close to the  end of their useful life, the £592k cost will now be treated as revenue expenditure instead of capital and will be offset in part by the £172k estimated buy back for the tablets. 

69. This means that the total revenue impact will be a gross transfer of £872k fromcapital expenditure to revenue, offset by additional forecast insurance income of £280k and the buy back income of £172k, for a net impact of £419k of additional revenue spend. The £393k to purchase 171 new tablets will be charged to the capital programme and is within the approved budget for this scheme.

Debtors
70. An analysis of debtors relating to Shut in Lift is provided in Appendix 5. This includes a chart that shows the continued decrease in the amount of Shut in Lift debts outstanding over the past 18 months, with £137k outstanding at the end of September 2017. The continued joint effort by Authority staff has resulted in the positive progress made to date on shut in lift debts recovery. 
Head of Legal and Democratic Services comments 
71. The Head of Legal and Democratic Services has reviewed this report and has no comments.
Director of Finance and Contractual Services comments
72. This report is presented by the Director of Finance and Contractual Services and there are no further comments. 
Sustainable Development Implications
73. The move to more direct standby’s is expected to reduce commuting distances of staff undertaking standby’s when compared to attending their base station first, and completes one of the actions set out in the Sustainable Development Strategy 2016-20 (FEP 2580). There are no further implications to note.
Staff Side Consultations Undertaken
74. No staff-side consultations have been undertaken on this report.
Equalities Implications
75. This report has no equality implications. 
	

	List of Appendices to this report:
1. Financial Position, 2017/18 Forecast Outturn
1. Capital Programme 2017/18
1. Risks to the Revenue and Capital Position
1. Financial Regulation 9: Budget Virements
1. Outstanding LIFT debtors

	

	LOCAL GOVERNMENT (ACCESS TO INFORMATION) ACT 1985

	List of background documents
1. FEP2708 2017/18 Budget
1. FEP2750 Review of Financial Outturn for 2016/17 
1. FEP2772Financial Position as at the end of June 2017


	Proper officer
	[bookmark: Proper_Officer]Director of Finance and Contractual Services

	Contact officer
Telephone
Email
	Adrian Bloomfield
[bookmark: Tel]020 8555 1200 x31351
Adrian.Bloomfield@london-fire.gov.uk


[bookmark: AgendaItem][image: LFEPA_logo_black]		Agenda item: 00
 


	 
	Current Budget
	Current Spend
	Current Variance
	Original Budget
	Revised Budget
	Forecast Outturn
	Forecast Outturn Variance
	Previous Forecast Outturn
	Movement from Previous Forecast

	 
	£
	£
	£
	%
	£
	£
	£
	£
	%
	£
	£

	Operational Firefighters
	116,148,209
	114,225,879
	(1,922,330)
	(1.7%)
	233,410,405
	232,522,332
	227,819,363
	(4,702,969)
	(2.0%)
	(4,347,927)
	(355,042)

	Firefighter Trainees
	175,965
	400,811
	224,846
	127.8%
	1,235,886
	1,235,884
	1,235,884
	0
	0.0%
	0
	0

	Total Operational Staff
	116,324,174
	114,626,690
	(1,697,484)
	(1.5%)
	234,646,291
	233,758,217
	229,055,247
	(4,702,969)
	(2.0%)
	(4,347,927)
	(355,042)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	FRS Staff
	22,321,694
	23,317,922
	996,228
	4.5%
	45,520,950
	46,374,419
	46,374,419
	0
	0.0%
	0
	0

	Control Staff
	2,624,656
	2,695,756
	71,100
	2.7%
	5,442,449
	5,249,311
	5,399,408
	150,097
	2.9%
	229,787
	(79,690)

	Total Other Staff
	24,946,350
	26,013,678
	1,067,328
	4.3%
	50,963,400
	51,623,730
	51,773,827
	150,097
	0.3%
	229,787
	(79,690)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Other Pensions Payment
	412,500
	424,135
	11,635
	2.8%
	990,000
	990,000
	990,000
	0
	0.0%
	0
	0

	Severance
	0
	47,246
	47,246
	0.0%
	0
	33,681
	47,246
	13,565
	40.3%
	13,565
	0

	Professional Development
	20,867,706
	20,432,052
	(435,655)
	(2.1%)
	20,911,224
	21,965,242
	22,063,603
	98,361
	0.4%
	(49,239)
	147,600

	Recruitment
	122,610
	125,140
	2,530
	2.1%
	162,100
	212,100
	178,622
	(33,478)
	(15.8%)
	(4,387)
	(29,091)

	Employee Related Insurance
	190,000
	255,225
	65,225
	34.3%
	190,000
	190,000
	190,000
	0
	0.0%
	0
	0

	Compensation
	277,907
	134,176
	(143,731)
	(51.7%)
	555,813
	555,813
	555,813
	0
	0.0%
	0
	0

	Medical & Welfare Expense 
	969,028
	885,472
	(83,557)
	(8.6%)
	2,782,076
	2,782,076
	1,883,575
	(898,501)
	(32.3%)
	(105,176)
	(793,325)

	Capitalised Staff Charges
	(72,961)
	(34,242)
	38,718
	(53.1%)
	(245,400)
	(469,898)
	(477,610)
	(7,712)
	1.6%
	0
	(7,712)

	Total Employee Related
	22,766,791
	22,269,203
	(497,587)
	(2.2%)
	25,345,813
	26,259,014
	25,431,249
	(827,764)
	(3.2%)
	(145,237)
	(682,528)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Firefighter Pension Scheme
	10,275,500
	9,902,066
	(373,434)
	(3.6%)
	20,489,000
	20,489,000
	20,279,000
	(210,000)
	(1.0%)
	0
	(210,000)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Building Maintenance
	4,554,778
	5,205,506
	650,728
	14.3%
	7,241,163
	6,792,688
	7,442,688
	650,000
	9.6%
	475,000
	175,000

	Grounds Maintenance
	45,035
	54,327
	9,292
	20.6%
	118,382
	146,396
	146,396
	0
	0.0%
	0
	0

	Premises Security
	425,752
	596,375
	170,623
	40.1%
	397,752
	425,752
	538,752
	113,000
	26.5%
	0
	113,000

	Energy Costs
	751,690
	739,427
	(12,263)
	(1.6%)
	2,031,205
	2,031,205
	2,031,205
	0
	0.0%
	0
	0

	Rents
	5,589,761
	5,711,255
	121,495
	2.2%
	7,801,412
	7,808,252
	7,859,936
	51,684
	0.7%
	2,004
	49,680

	Property PFI Contract
	5,541,578
	5,541,577
	(0)
	(0.0%)
	5,545,202
	5,545,202
	5,485,202
	(60,000)
	(1.1%)
	0
	(60,000)

	Property Rates
	4,635,830
	4,996,002
	360,172
	7.8%
	9,291,368
	9,291,368
	9,291,368
	0
	0.0%
	0
	0

	Water & Sewerage Rates
	92,367
	131,947
	39,580
	42.9%
	255,515
	255,515
	255,515
	0
	0.0%
	0
	0

	Fixtures & Fittings
	53,855
	60,619
	6,764
	12.6%
	332,861
	97,969
	97,969
	0
	0.0%
	0
	0

	Cleaning and Domestic Supplies
	839,195
	779,603
	(59,592)
	(7.1%)
	2,032,753
	2,020,097
	2,020,097
	0
	0.0%
	0
	0

	Premises Insurance
	285,000
	304,281
	19,281
	6.8%
	372,000
	372,000
	372,000
	0
	0.0%
	0
	0

	Other Property Services
	1,887,418
	1,928,327
	40,909
	2.2%
	1,526,726
	1,996,140
	2,090,140
	94,000
	4.7%
	0
	94,000

	Total Premises
	24,702,259
	26,049,247
	1,346,988
	5.5%
	36,946,338
	36,782,583
	37,631,267
	848,684
	2.3%
	477,004
	371,680

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Running Costs
	1,516,575
	1,709,107
	192,532
	12.7%
	2,092,597
	1,652,522
	1,882,361
	229,839
	13.9%
	267,201
	(37,362)

	Vehicle and Equipment Contract
	10,709,557
	10,716,116
	6,559
	0.1%
	10,783,624
	10,783,624
	10,692,744
	(90,880)
	(0.8%)
	(60,000)
	(30,880)

	Vehicle Passthroughs
	360,952
	311,867
	(49,085)
	(13.6%)
	645,172
	605,465
	453,804
	(151,661)
	(25.0%)
	0
	(151,661)

	Maintenance and Repairs
	0
	0
	0
	0.0%
	905,000
	0
	0
	0
	0.0%
	0
	0

	Contract Hire & Operating Leases
	1,018,222
	991,596
	(26,626)
	(2.6%)
	1,189,900
	1,233,925
	1,204,567
	(29,358)
	(2.4%)
	(33,478)
	4,120

	Travel
	546,563
	518,934
	(27,629)
	(5.1%)
	1,122,627
	904,718
	855,972
	(48,746)
	(5.4%)
	4,700
	(53,446)

	Total Transport
	14,151,868
	14,247,620
	95,751
	0.7%
	16,738,920
	15,180,254
	15,089,448
	(90,806)
	(0.6%)
	178,423
	(269,229)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Hydrants
	483,616
	484,177
	561
	0.1%
	600,900
	587,444
	400,000
	(187,444)
	(31.9%)
	(187,444)
	0

	Operational Equipment
	1,148,704
	1,008,572
	(140,132)
	(12.2%)
	2,123,414
	2,197,788
	2,182,035
	(15,753)
	(0.7%)
	629
	(16,382)

	Smoke Alarms
	420,000
	604,399
	184,399
	43.9%
	700,000
	700,000
	700,000
	0
	0.0%
	0
	0

	Equipment Furniture and Materials
	136,521
	210,204
	73,682
	54.0%
	534,188
	271,127
	269,007
	(2,120)
	(0.8%)
	75
	(2,195)

	Lost & NFWT Operational Equipment
	92,777
	85,474
	(7,303)
	(7.9%)
	107,387
	107,387
	107,387
	0
	0.0%
	0
	0

	Catering
	164,022
	168,479
	4,458
	2.7%
	120,104
	320,412
	309,559
	(10,853)
	(3.4%)
	1,019
	(11,872)

	Clothing & Laundry
	2,407,993
	2,776,099
	368,106
	15.3%
	2,790,337
	2,795,884
	2,682,971
	(112,913)
	(4.0%)
	(99,607)
	(13,306)

	General Office Expenses
	360,523
	468,470
	107,946
	29.9%
	378,869
	710,704
	765,042
	54,338
	7.6%
	70,212
	(15,874)

	Professional Services
	7,933,868
	8,356,621
	422,753
	5.3%
	8,550,475
	8,501,723
	8,406,185
	(95,538)
	(1.1%)
	(157,156)
	61,618

	Postal Services
	55,325
	56,775
	1,450
	2.6%
	61,255
	61,255
	61,255
	0
	0.0%
	0
	0

	Communications
	3,480,239
	1,915,937
	(1,564,302)
	(44.9%)
	3,567,294
	3,787,345
	3,803,460
	16,115
	0.4%
	17,615
	(1,500)

	Hardware and Software
	3,296,419
	4,874,838
	1,578,419
	47.9%
	6,121,843
	7,847,539
	7,663,956
	(183,583)
	(2.3%)
	(733,562)
	549,979

	Staff Reimbursements
	159,982
	170,490
	10,508
	6.6%
	450,565
	317,205
	350,466
	33,261
	10.5%
	250
	33,011

	Grants and Subscriptions
	196,209
	125,657
	(70,552)
	(36.0%)
	225,724
	234,113
	232,135
	(1,978)
	(0.8%)
	(2,638)
	660

	Other Insurance
	225,000
	225,947
	947
	0.4%
	225,000
	225,000
	225,000
	0
	0.0%
	0
	0

	Advertising
	49,075
	130,796
	81,721
	166.5%
	112,450
	135,307
	139,512
	4,205
	3.1%
	(1,200)
	5,405

	Other Supplies and Services
	35,313
	40,551
	5,238
	14.8%
	212,476
	289,726
	291,560
	1,834
	0.6%
	0
	1,834

	Total Supplies and Services
	20,645,587
	21,703,486
	1,057,899
	5.1%
	26,882,280
	29,089,958
	28,589,529
	(500,429)
	(1.7%)
	(1,091,806)
	591,378

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Other Agencies
	537,623
	551,717
	14,094
	2.6%
	315,700
	917,396
	917,396
	0
	0.0%
	0
	0

	Other Local Authorities
	606,253
	439,635
	(166,618)
	(27.5%)
	1,325,102
	1,591,838
	1,777,838
	186,000
	11.7%
	0
	186,000

	Audit & Bank Charges
	83,500
	70,321
	(13,179)
	(15.8%)
	88,600
	88,600
	88,600
	0
	0.0%
	0
	0

	Total Third Party Payments
	1,227,375
	1,061,673
	(165,702)
	(13.5%)
	1,729,402
	2,597,834
	2,783,834
	186,000
	7.2%
	0
	186,000

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Debt Repayment
	0
	0
	0
	0.0%
	5,882,000
	5,882,000
	5,882,000
	0
	0.0%
	0
	0

	External Interest
	1,149,839
	1,149,839
	(0)
	(0.0%)
	3,626,000
	3,626,000
	3,626,000
	0
	0.0%
	0
	0

	Total Capital Financing Costs
	1,149,839
	1,149,839
	(0)
	(0.0%)
	9,508,000
	9,508,000
	9,508,000
	0
	0.0%
	0
	0

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Central Contingency
	0
	0
	0
	0.0%
	2,198,900
	2,963,445
	2,963,445
	0
	0.0%
	0
	(0)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Total revenue expenditure
	236,189,743
	237,023,502
	833,758
	0.4%
	425,448,344
	428,252,034
	423,104,847
	(5,147,187)
	(1.2%)
	(4,699,756)
	(447,431)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	MFB Act Income
	(25,595,000)
	(26,355,766)
	(760,766)
	3.0%
	(25,595,000)
	(25,595,000)
	(26,200,000)
	(605,000)
	2.4%
	0
	(605,000)

	Customer and Client Receipts
	(4,835,299)
	(4,708,672)
	126,627
	(2.6%)
	(8,381,538)
	(8,845,293)
	(8,559,491)
	285,802
	(3.2%)
	(253,559)
	539,362

	Interest Receivable
	(95,000)
	(71,893)
	23,107
	(24.3%)
	(595,000)
	(595,000)
	(400,000)
	195,000
	(32.8%)
	0
	195,000

	Bad Debts
	0
	4,125
	4,125
	0.0%
	0
	0
	0
	0
	0.0%
	0
	0

	Total Other Income
	(30,525,299)
	(31,132,206)
	(606,907)
	2.0%
	(34,571,538)
	(35,035,293)
	(35,159,491)
	(124,198)
	0.4%
	(253,559)
	129,362

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Net revenue expenditure
	205,664,444
	205,891,296
	226,851
	0.1%
	390,876,806
	393,216,741
	387,945,356
	(5,271,385)
	(1.3%)
	(4,953,315)
	(318,070)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Use of Earmarked Reserves
	0
	0
	0
	0.0%
	3,748,957
	2,994,568
	2,994,568
	(0)
	(0.0%)
	0
	(0)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Financing Requirement
	205,664,444
	205,891,296
	226,851
	0.1%
	394,625,763
	396,211,309
	390,939,924
	(5,271,385)
	(1.3%)
	(4,953,315)
	(318,070)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Financed by:
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Specific grants
	(10,720,805)
	(12,517,008)
	(1,796,203)
	16.8%
	(12,225,763)
	(13,783,373)
	(13,796,948)
	(13,575)
	0.1%
	1
	(13,575)

	GLA funding
	0
	0
	0
	0.0%
	(382,400,000)
	(382,427,936)
	(382,427,936)
	0
	0.0%
	0
	0

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Net Financial Position
	194,943,639
	193,374,288
	(1,569,351)
	(0.8%)
	0
	0
	(5,284,960)
	(5,284,960)
	0.0%
	(4,953,315)
	(331,645)
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The table below shows a summary of the movements since the July 2017 budget report and the impact on the capital budget in future years.

	Budget Year
	2017-18
	2018-19
	2019-20
	2020-21
	Notes

	Sept 2017 Resources Com QTR 1 
	28,970
	64,139
	38,055
	26,648
	

	ICT – Farynor System
	(375)
	375
	
	
	Budget c/fwd to 2018/19

	ICT – Business Intelligent Solution
	(650)
	(310)
	600
	360
	Budget c/fwd to later years

	ICT – Online Payment Facility
	(70)
	70
	
	
	Budget c/fwd to 2018/19

	ICT – Home Fire Safety System
	(130)
	130
	
	
	Budget c/fwd to 2018/19

	ICT – Performance Management System 
	(190)
	190
	
	
	Budget c/fwd to 2018/19

	ICT – CAMS
	(370)
	370
	
	
	Budget c/fwd to 2018/19

	ICT – Public Services Network
	(707)
	707
	
	
	Budget c/fwd to 2018/19

	ICT – Virtual Desktop Technology
	(250)
	250
	
	
	Budget c/fwd to 2018/19

	ICT – Upgrade Operating System 
	(98)
	98
	
	
	Budget c/fwd to 2018/19

	ICT – Core Switch Modules
	(300)
	300
	
	
	Budget c/fwd to 2018/19

	ICT – Station Network Rewires
	(100)
	100
	
	
	Budget c/fwd to 2018/19

	ICT – Physical Server Environment
	(200)
	200
	
	
	Budget c/fwd to 2018/19

	ICT – Over programming
	600
	(600)
	
	
	Budget c/fwd to 2018/19

	ICT – Blade Farm Server
	(300)
	
	
	
	Budget saving

	ICT – Replacement of laptops
	100
	
	
	
	Additional budget requirement within approved budget

	ICT – AV Equipment
	20
	
	
	
	Additional budget requirement

	ICT – Accident Reporting System
	60
	
	
	
	Additional budget requirement

	Plumstead New Fire Station 
	(2,500)
	(1,850)
	4,203
	147
	Budget c/fwd to later years

	LFB Museum
	18
	(2,370)
	2,352
	
	Budget c/fwd to 2018/19

	Fire Station (Middx) Refurb
	(100)
	(1,567)
	1,167
	500
	Budget c/fwd to 2018/19

	Refurbishment of Edmonton F.S.
	(50)
	(840)
	890
	
	Budget c/fwd to 2018/19

	Security at Fire Stations & HQ
	(200)
	(2,305)
	1,255
	1,250
	Budget c/fwd to 2018/19

	Asset Management Plan
	(200)
	(10,000)
	(10,000)
	(10,000)
	Budget savings

	PEG/BDC Development
	(3,410)
	(690)
	50
	
	Budget savings £4,050k

	Alteration works to Union St HQ 
	(33)
	
	
	
	Budget Savings

	Corporate Property Project
	(50)
	(50)
	(50)
	(50)
	Budget Savings

	Other savings
	(16)
	
	
	
	Budget Savings

	Minor Improvements
	(251)
	
	
	
	Budget Savings

	Minor Improvements
	(260)
	
	
	
	Budget re-allocation

	Appliance Bay Doors
	260
	
	
	
	Budget re-allocation

	West Hampstead Cottage Refurb
	20
	670
	30
	
	New requirements FEP2776

	Early Replacement of ALP & HP*
	(1,800)
	270
	1.530
	
	Re-phasing of budget

	Extended Aerial Appliances
	0
	0
	200
	250
	Additional cost

	Pumping Appliances
	455
	(455)
	
	
	Budget brought forward

	3 Training Vans
	102
	(102)
	
	
	Budget brought forward

	General Fleet Vehicles
	0
	(5,185)
	950
	3,425
	Budget b/fwd  £810k to 2021/22

	General Fleet Vehicles
	0
	129
	0
	0
	New Requirements

	Capital Programme Qtr. 2 
	17,995
	41,674
	41,232
	22,530
	

	change
	(10,975)
	(22,465)
	3,177
	(4,118)
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APPENDIX 1 – 2017/18 CAPITAL PROGRAMME
	2017-18 Capital Budget 
July 2017
Resources Committee
	Current Forecast 2017/18  
Qtr. 2
	Change
	
	Last reported position 2017/18
Qtr. 1  
	Variance
	Notes

	ICT Projects
	£’000s
	£’000s
	£’000s
	
	£’000s
	£’000s
	

	Upgrade Operating System
	98
	0
	(98)
	
	98
	(98)
	To 2018/19

	Business Intelligent Solution
	900
	250
	(650)
	
	900
	(650)
	To later years

	Control & Mobilisation System  (CAMS)
	470
	100
	(370)
	
	470
	(370)
	To 2018/19

	Mobile Data Terminals Replacement
	288
	288
	0
	
	288
	0
	

	Home Fire Safety Database
	130
	0
	(130)
	
	130
	(130)
	To 2018/19

	Replacement of laptops (FEP2462)
	131
	231
	100
	
	131
	100
	Within existing approval

	Public Services Network
	707
	0
	(707)
	
	707
	(707)
	To 2018/19

	Accident reporting solution
	70
	130
	60
	
	70
	60
	Add budget requirement

	Online Payment Facility
	70
	0
	(70)
	
	70
	(70)
	To 2018/19

	Audio visual equip for Union Street
	130
	150
	20
	
	130
	20
	Add budget requirement

	Blade Farm/ Hyperconverged Server 
	300
	0
	(300)
	
	300
	(300)
	Budget saving

	ICT – Virtual Desktop Technology
	250
	0
	(250)
	
	250
	(250)
	To 2018/19

	New telephone system equipment
	157
	157
	0
	
	157
	0
	

	New computer terminals
	69
	69
	0
	
	69
	0
	

	Core Switch Modules
	300
	0
	(300)
	
	300
	(300)
	To 2018/19

	Wireless LAN Controllers
	198
	198
	0
	
	198
	0
	

	Station Network Rewires 
	100
	0
	(100)
	
	100
	(100)
	To 2018/19

	Physical Server Environment 
	500
	300
	(200)
	
	500
	(200)
	To 2018/19

	ICT Projects Over programming
	(1,098)
	(498)
	600
	
	(1,098)
	600
	To 2018/19

	ICT PROJECTS
	3,770
	1,375
	(2,395)
	
	3,770
	(2,395)
	

	
ESTATE PROJECTS
	
	
	
	
	
	
	

	Fire Station Refurbishment (Middx)
	100
	0
	(100)
	
	100
	(1080)
	To 2018/19

	Alteration works to Union St HQ 
	75
	42
	(33)
	
	75
	(33)
	Budget savings

	Workplace Plan (WIP) Union Street
	240
	240
	0
	
	240
	0
	

	Re-develop Plumstead Fire Station 
	2,500
	0
	(2,500)
	
	2,500
	(2,500)
	To 2018/19

	Bromley FS works
	214
	240
	26
	
	214
	26
	Add budget requirement

	LFB Museum – Fitout
	0
	18
	18
	
	0
	18
	Transfer from 2018/19

	Refurbishment of Edmonton F.S. 
	50
	0
	(50)
	
	50
	(50)
	To 2018/19

	Heating at various fire stations
	1,575
	1,575
	0
	
	1,575
	0
	

	Window replacement at fire stations
	300
	140
	(160)
	
	140
	0
	£160k to Appliance Bay Doors

	Rewiring at various fire stations
	592
	789
	197
	
	789
	0
	£197k from Appliance bay floors

	Building Energy Efficiency (BEEP2)
	789
	764
	(25)
	
	789
	(25)
	Budget Savings

	Minor Improvement Programme
	1,681
	1,170
	(511)
	
	1,681
	(511)
	£251k budget savings & £260k  to Appliance Bay Doors

	Corporate Property Project
	50
	0
	(50)
	
	50
	(50)
	Budget savings

	Appliance Bay Doors (Phase 3)
	220
	640
	420
	
	380
	260
	£160k  from Window Replacements & £260k from Minor Improvements

	Appliance Bay Floors
	250
	0
	(250)
	
	0
	0
	£53k to Fire Safety Projects & £197k to FS rewiring

	Asbestos Removal
	50
	50
	0
	
	50
	0
	

	Fire Safety Works at Fire Stations
	54
	107
	53
	
	107
	0
	£53k from Appliance bay floors

	Forecourts/Rear yards refurbishment
	450
	450
	0
	
	450
	0
	

	Development costs
	250
	233
	(17)
	
	250
	(17)
	Budget Savings

	ESTATE PROJECTS
	9,440
	6,458
	(2,982)
	
	9,440
	(2,982)
	

	OTHER
	
	
	
	
	
	
	

	Replacement of Fleet & Equipment 
	11,884
	12,441
	557
	
	11,884
	557
	B/fwd from 2018/19

	Establishing a London Co-ordination Centre at HQ
	111
	111
	0
	
	111
	0
	

	Data transfer system for Joint Emergency Services Interoperability Programme
	266
	266
	0
	
	266
	0
	

	Fire Initial Response Equipment (F.I.R.E.) system
	24
	24
	0
	
	24
	0
	

	OTHER
	12,285
	12,842
	557
	
	12,285
	557
	

	New Proposed Projects 
	
	
	
	
	
	
	

	Early Replacement of ALP & HP*
	1,800
	0
	(1,800)
	
	1,800
	(1,800)
	To 2018/19

	CCTV on Pumping Appliances *
	405
	405
	0
	
	405
	0
	

	Asset Management Plan
	200
	0
	(200)
	
	200
	(200)
	Savings £200k

	West Hampstead Cottages Refurb
	0
	20
	20
	
	0
	20
	FEP2776

	Farynor Replacement
	425
	50
	(375)
	
	425
	(375)
	To 2018/19

	Security at Fire Stations, Offices & HQ
	200
	0
	(200)
	
	200
	(200)
	To 2018/19

	Performance Management Sys (PMF)
	190
	0
	(190)
	
	190
	(190)
	To 2018/19

	New Training Centre *
	478
	302
	(176)
	
	302
	0
	

	PEG/BDC Development
	3,750
	340
	(3,410)
	
	3,750
	(3,410)
	Budget Saving

	22mm Water Hose and Reel for Appliances *
	1,500
	1,500
	0
	
	1,500
	0
	

	Vehicle Security *
	1,389
	1,389
	0
	
	1,389
	0
	

	New Projects TOTAL
	10,337
	4,006
	(6,331)
	
	10,161
	(6,155)
	

	Projected Underspend
	(6,686)
	(6,686)
	
	
	(6,686)
	0
	

	CAPITAL EXPENDITURE TOTAL
	29,146
	17,995
	(11,151)
	
	28,970
	(10,975)
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1. Pay and Inflation
1.1. The 2017/18 Budget includes a provision for a 1% pay award for all staff for 2017/18. This report now includes a £1.5m pressure based on the latest offer to operational staff. As this offer has been rejected, any additional award would further reduce the underspend.
2. Changes to Income
2.1. Both the cost recovery and expenditure budgets related to mutual assistance charges are being reviewed to ensure that they are as accurate as possible. Any budgetary pressure resulting from this review will be reported in future Budget Update reports. 
3. Property Services
3.1. The 2017/18 budget includes £630k of savings from the implementation of the Property Services Integrator, which includes an estimate of savings that can be achieved on LFEPA’s supply chain. This saving will be updated once the supply chain has been fully costed after mobilisation phase is completed in March 2018. The savings target is based on an average saving each year to meet the overall savings target agreed over the contract life. It should be noted that a growth bid has been submitted for 2018/19  as the costs for the mechanical, electrical and plumbing and building fabric contracts, which are in the process of being retendered, are expected to come in higher than current costs due to market changes since it was last tendered. This cannot be confirmed until the tenders are returned later in the year.
3.2. The saving proposals for 2017/18 included material savings for energy budgets. This budget has underspent in recent years, in part because of the prudent assumptions used when calculating the budget requirement. These additional savings will therefore set the budget at a less cautious level, and as a result this will increase the risk of overspends in subsequent years, for example because of a colder than average winter.
4. MDT Theft 
The theft of MDT is covered in detail from paragragh 61. The spend on the stolen MDTs will be charged to revenue and would be offset by the insurance income. There is a risk that the claim would not meet the full cost and any difference resulting in additional overspend. 
5. Capital Expenditure and Financing
5.1. The capital budget is subject to change during the year. Initial project specification is key as it is important to keep variations to projects to a minimum. However even a well managed project can be subject to re-phasing or deferral due to a number of unforeseen issues, such as failure or default on the part of the contractor or exceptionally adverse weather conditions. This can also impact on funding requirements which in turn may have a debt charge (cost of borrowing) revenue impact. 
5.2. All capital projects will require third party collaboration to varying degrees over the project life. The programme depends heavily on external factors and therefore can be subject to variation with the potential for delays in project delivery and revised cash flow requirements. The capital programme is managed on a monthly basis and is reported quarterly to the CAPS group (Capital, Approval, Planning and Strategy Group, chaired by the Director of Finance & Contractual Services) where all changes to the programme are reviewed and substitution projects or re-financing proposals are assessed and agreed.
5.3. Discussions are continuing regarding the sale of the two former fire stations, Clerkenwell and Southwark, and as a result the forecast capital receipts for these sites have been deferred by a year to 2018/19. The capital financing costs have been updated to reflect the re-phasing of the capital receipts, although if these sales are delayed any further, the level of external capital financing will increase together with the associated debt charges. This situation will continued to be monitored. 
5.4. The design, specification and build of the replacement vehicles and equipment is now underway following the commencement of the new contract in November 2014. Key risks relate to the contractor sourcing appropriate vehicle build options within a timeframe that meets fleet replacement requirements and which may in turn impact the Authority’s cash flow. The forecast cash expenditure for 2017/18 and future years is based on the current assessment of the stage payment requirements for the pump replacement programme which represents about half the forecast Vehicles and Equipment expenditure in that period and the delivery timings for the balance of the fleet replacement programme.
5.5. The Brigade successfully cutover to the Replacement Mobilising Solution (VISION4 mobilising system & DS3000 ICCS) as planned on 17 November 2015. The legacy systems were decommissioned in January 2016 and there are a number of other work streams within the project that are still to be delivered. Update releases have been scheduled through 2017 and 2018 for this outstanding functionality. The status of this project is Green as reported in FEP2702.
5.6. The Asset Management Plan (2017) was approved in March 2017 (FEP2714), which has identified new priorities for investment over the next 5 years across the LFB estate, which includes fire station replacement, redevelopment and refurbishments which will enable the property portfolio to meet the needs of a 21st century fire service. It is difficult to source suitable new sites for purchase to replace those stations where investment to improve their condition or functionality is uneconomic, as the Authority  has to compete with other sectors, in particular residential development.  Initially a budget of £10m per annum was set aside to fund new developments as and when these opportunities arise.  Following a review of the programme, it was decided that the budgets for the works resulting from the asset management plan would be requested once the requirements for each project have been specified. Therefore £200k,has been identified as a saving for  2017/18 and the future capital budgets of £10m per annum have been removed from the capital programme.
5.7. As the new sites for Plumstead and the combined PEG / BDC facility (Integrated and Equipment Logistics Project) are yet to be purchased or a lease agreed, there is a risk that the acquisition of the preferred sites and the respective project programmes will be substantively delayed. As the LFB Training Centre project has a dependency on PEG moving out of Croydon, a delay to acquiring a site for PEG / BDC may have a knock on effect on the Training Centre programme. This would be additional to the current reported delays on the Training Centre, which are not linked. Should these risks in respect of site acquisition materialise, this would result in reduced actual expenditure in future years compared to the current forecast costs for these major capital projects.
5.8. The debt charges arising from the capital programme have been calculated using the current forecast Public Works Loans Board (PWLB) rates. No allowance has been made in the capital programme for potential future capital grants or contributions and LFEPA will bid for any available capital resources as and when such opportunities arise.
5.9. The spend on stolen Mobile Data Terminals will be charged to revenue and would be offset by the insurance income. There is a risk that the claim would not meet the full cost and any difference resulting in additional overspend. 
6. Contractual Pressures/ Risks
6.1. Significant demand continues to be placed on the Information and Communications Technology Department to meet new requirements and aid in the development of smarter systems for the Authority. This is at a time where resources are limited and as a result there is a risk that development of information technology solutions may be constrained.
6.2. The company that provides and supports the Authority’s Command Support Unit system software went into administration in early May and have since ceased trading. Whilst there is now a new supplier in place supporting the system and interim arrangements have been agreed there is no formal arrangement yet in place to support the deployed version other than on a time and materials basis.
Risks to the Revenue and Capital Position	Appendix 3


Financial Regulation 9:
“(f) With the agreement of the Director of Finance and Contractual Services, a head of department may transfer up to £50,000 from a budget head within that department’s approved budget to a budget head within another department’s approved budget, but if those budget heads are in different Directorates the agreement of the appropriate Directors is also required. 
(g) With the agreement of the Director of Finance and Contractual Services, the Commissioner, the Directors and the Head of Legal and Democratic Services may transfer up to £125,000 from a budget head within that department’s approved budget to a budget head within another department’s approved budget. 
(h) The Director of Finance and Contractual Services shall report all transfers under (f) and (g) to the relevant committee as part of the quarterly monitoring reports.“
No transfers were processed in Quarter 2 that require reporting.

Budget Virements Actioned Under Financial Regulation 9	Appendix 4

The chart below shows the amount of outstanding LIFT debts over the last 18 months. Note the below graph shows a slight increase in outstanding debt for the month ending September 2017. This appears to be a seasonal trend and also occurred in September 2016, possibly as a result of staff taking leave over the summer.

The chart below shows the top 5 (worst) outstanding debtors for LIFT income.
		
	Amount outstanding (£)
	Average Age of Invoices in days
	No of invoices

	London Borough of Lambeth
	16,517
	74
	42

	Royal Borough of Greenwich
	13,272
	184
	34

	London Borough of Croydon
	7,303
	649
	20

	Sainsbury’s Supermarkets PLC
	5,742
	792
	16

	London Borough of Hackney
	5,510
	19
	14

	Total
	48,344
	280
	126



The top five (worst) outstanding debtors, totallingf £48,344, above includes £5,477 of invoices still within the 30 days payment period, and are therefore not yet overdue for payment. The Authority’s internal debt control process is currently ongoing to recover these debts.
The top five (worst) debtors has continued to decrease over the past years. This reached a peak of £105k at the end of September 2015, but has now reduced to £48k as at the end of September 2017. The continued joint effort by Authority staff has resulted in the positive progress made to date.

London Borough of Lambeth:
Outstanding debt for LB Lambeth has been referred to Finance by the South West Area team. The required checks have been carried out by Finance and these debts have been referred to the Legal department for action. Payment has been promised shortly by LB of Lambeth.

Royal Borough of Greenwich:
A final chase letter has been sent by the South East Area team, giving 14 days to pay. It is anticipated that this letter should result in payment because previous old invoices were settled following a final chase letter. However if no payment is received by early November, debts will be referred to Finance/Legal for further action. 

London Borough of Croydon:  
A final chase letter was been sent by the South East Area team on 12 October 2017, giving 14 days to pay. This has followed a period where work was carried out by the Borough Commander with the
LB Croydon to put new measures in place, including the offer of an amnesty. This has resulted in some payments being made previously, however some additional charges have now been incurred. If no payment is received following the final chase letter, the debt will be referred to Finance/Legal for further action.

Sainsbury’s Supermarkets PLC
There are currently difficulties experienced with regards to outstanding payments by Sainsbury as a whole. Although Sainsbury’s is the named debtor, invoices are raised against the individual store where the shut in life releases occurred, which has made it more challenging to secure payment. The Sainsbury’s invoices also present further challenges as they cover the London-wide area and do not come under the responsibility of any one area.
Area teams have now referred outstanding invoices to Finance for further action. The required checks have been carried out by Finance and these debts have now been referred to Legal department for action. Further consideration will be given to the role Sainsbury’s HQ should play in the debt recovery process.
London Borough of Hackney
The outstanding debts for LB Hackney have now been settled.  
[bookmark: _GoBack]The table below shows the total outstanding outstanding debt for LIFT income for Boroughs by area.
	Area
	Borough
	Amount Due
£

	North East
	London Borough Of Waltham Forest
	            1,822 

	North East
	London Borough Of Tower Hamlets
	               670 

	North East
	London Borough Of Islington
	            4,718 

	North East
	London Borough Of Newham
	               394 

	North East
	London Borough Of Hackney
	            5,510 

	North East
	London Borough Of Barking & Dagenham
	            1,181 

	North East
	London Borough Of Havering
	               787 

	Total North East
	
	        16,188 

	 
	
	 

	North West
	London Borough Of Ealing
	               354 

	North West
	London Borough Of Camden
	               354 

	North West
	London Borough Of Hounslow
	               715 

	Total North West
	
	           1,423 

	 
	
	 

	South East
	London Borough Of Croydon
	            7,303 

	South East
	Royal Borough Of Greenwich
	          13,272 

	Total South East
	
	        19,078 

	 
	
	 

	South West
	London Borough Of Lambeth
	          16,517 

	Total South West
	 
	        16,517 

	 
	 
	 

	Grand Total
	 
	        53,597 
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