Xanthe Barker

020 8489 2923

28 September 2011

To: To all persons receiving the Cabinet agenda

Dear Member,

Cabinet - Tuesday, 4th October, 2011

| attach a copy of the following reports for the above-mentioned meeting
which were not available at the time of collation of the agenda:

8. FINANCIAL PLANNING 2012/13 - 2014/15 (PAGES 1 - 40)

(The report of the Director of Corporate Resources to be introduced by
the Cabinet Member for Finance and Carbon Reduction) . The Cabinet
will consider the Medium Term Financial Plan covering the three years to
March 2015, with a revised assessment in each of the next three years of
the financial resources available to the Council and to make initial budget
proposals for 2012-15 for scrutiny and external consultation , the
outcomes of which will inform the Cabinet’s recommendations to the
Council for its revenue budget estimates 2012-13 and Medium Term
Financial Plan 2012-15.

Yours sincerely

Xanthe Barker
Principal Committee Coordinator
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1. Purpose of the report

1.1.  To provide an update to the Council’s Medium Term Financial Plan
covering the three years to March 2015 and to make initial budget
proposals for 2012-15 in order to address the reported budget gap.
The plan will be released for scrutiny and external consultation, the
outcomes of which will inform the Cabinet’s recommendations to the
Council for its revenue budget estimates 2012-13 and Medium Term
Financial Plan 2012-15.

2. introduction by the Cabinet Member for Finance and Carbon
Reduction — Councilor Joe Goldberg

2.1.  InFebruary 2011 | presented a budget following, what by all accounts,
was the most brutal settlement from central government in the history
of the London Borough of Haringey.

2.2.  As aheadline | laid out how, when combining a view of the cuts to our
grant funding, and the anticipated pressures on our service we would
be forced to make cuts to our budgets totaling some £84m, roughly
equivalent to £3 in every £10 we had.

2.3.  We also highlighted how damaging to the future of our services not
only the scale of the cuts would be, but the speed at which we had to
make them, with a level of frontloading half the total amount needing
to be removed from our baseline revenue account by March of this
year (2011).

2.4. The MTFP at that stage set out how we would balance the budget for
the current financial year (2011-12), and identified an initial set of
savings, but left a gap of some £21m to be found. This report seeks to
outline how we intend to close this gap.

2.5. Atthe risk of repeating ourselves, it feels important to state that this
council warned of the implications of cutting too deep, and too fast.
We believed the cuts would not only be damaging to our frontline, and
to the lives of residents, but also to the prospects of economic
recovery.

2.6. At the time of publication, the prospects for the economy have take a
turn for the worse, and unemployment is on the rise with Tottenham
now suffering the highest level of unemployment in all of London,
which is increasing as expected pressures and demands across the
Council Services, to the extent that since May 2010, we are managing
60 new benefit claims every working day in this borough.
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In this context it feels particularly despicable that the government has
decided to assign a far greater proportional cut to the budgets of
those boroughs serving populations with the highest Indices of
Multiple Deprivation. It is hard to accept that the cuts handed to the
people of our borough by the government are some 13x higher than
those of Richmond-upon-Thames and 30x higher than Dorset and
while | do not wish to knock more money coming to our authority
through the Pupil Premium, again there is an extremely perverse
distribution when the likely impact on our budgets is compared to
those in Home Counties such as Surrey County Council.
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2.8. At this time there is still much uncertainty ahead, both for the Council,
but more importantly the most vulnerable residents in our society as
the government continues to pursue its neo-liberal ideological agenda,
through reform and cuts to benefits, the Localism benefit, the Local
Government Resource Review and the pursuit of Academies - all of
which pose as many challenges as they do opportunities, if not more.
2.9. The fact that such a savage level of spending cuts will lead to further

closure of services which are so highly valued by residents, carers and
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4.1.

4.2.

users is a cause of great anguish for this council, which has prided
itself on its values of public service and social justice. However,
despite making the deepest cuts to our back office functions such as
communications, policy, finance, procurement and IT, it would be
disingenuous to pretend we can take the £84m out of our budget
base, and still deliver the same level and quantum of service that our
residents have come to receive.

In this context | remain committed to reducing our public subsidy for
Alexandra Palace, and look forward to hearing its new Chief Executive
bring forward plans for its regeneration outlining its path to self-
sustainability.

To that end we will continue to work in an environment of huge
political and economic uncertainty and austerity. Consideration of
these proposals now will ensure we can consult widely, develop
robust implementation plans ensuring we are in a strong position to
make final budget recommendations to the Council in February 2012,
so that we can begin to move forward to help shape our Borough, to
build a better society, and in doing so fulfill our shared ambition for its
future.

Recommendations
Cabinet is recommended:

a) to note the latest revenue financial forecasts for 2012-14 as set out
at paragraph 9.39 and Appendix 1;

b) to approve in principle the new savings proposals set out in
Appendix 2 for review by the Overview and Scrutiny Committee
and for external consultation;

c) at its meeting on 20" December, to consider further the revenue
budget proposals 2012-13 and the proposals for the MTFP 2012-
15 informed by responses to the consultation and scrutiny reviews
set out at (b) above.

Other options considered

The report proposes the Cabinet should consider draft proposals to
deliver a balanced and sustainable MTFP 2012-15.

This is considered to be a prudent approach in the light of the
experience of last year's process, together with the unprecedented
scale of savings required as a consequence of the government’s
current public sector expenditure plans and the continuing increases
in demand for the Council’s services.
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Background

In July 2011 the Cabinet considered a report which rehearsed the
political and financial context which made it necessary for the Council
to identify reductions in planned spending of £84m over the period
2011-14, £41m of which was successfully addressed in the Council’s
agreed budget for 2011-12.

These reductions are necessary as a result of the government’s
programme of public spending reductions. In the programme as set
out in the Spending Review 2011-15, published in October 2010,
which set out plans to reduce average local government funding by
approximately 29% over the four years 2011-15.

In particular, the government has decided to distribute asymmetrically
the proportional reduction in spending power to local authorities, with
Haringey among the authorities facing the deepest proportionate
reductions to their budget.

The Council agreed a council tax freeze for 2011-12 and the budget
was agreed in the context of a level of financial reserves that was
considered to be adequate. However, as noted at the time, the
Council faces an incredibly challenging savings programme to be
achieved within a 12 month period.

The government’s spending plans to 2015 will continue to put strains
on the Council’s available funding and the demand for the Council’s
services, particularly from the most vulnerable in our society, will
continue to increase.

The Cabinet noted the initial review of financial assumptions for the
period 2012-15 set out in the July report and requested Directors to
identify draft proposals to deliver a balanced and sustainable MTFP
2012-15 for the Cabinet’s consideration at this meeting.

This report sets out these new budget proposals as requested,
together with the latest information on the national financial context
and our current view on local risks and assumptions. These have been
reviewed again over the summer, and are also informed by the latest
position on the current year 2011-12.

These latest proposals are consistent with the overall strategic
approach the Council agreed last year and which drove the proposals
for the Budget 2011-12 and the MTFP 2011-14.
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5.9.

5.11.

The key elements of the Council’s strategic approach are firstly, a
clear vision for the kind of borough the Council wants derived from a
review of outcomes and priorities and how those would be delivered.
‘Re-thinking Haringey’ sets out the current challenges facing the
Council and plans for transforming its approach to delivering services,
and addresses the challenge of significant budget reductions whilst
also seeking to ensure the Council’s priorities are delivered and the
aspirations and ambitions of residents are fulfilled as far as possible.

‘Re-thinking Haringey’ also sets out the Council’s plans for
transforming its approach to delivering services. It describes the vision
for the kind of borough the Council is striving for and outcomes to
achieve that vision for 2011 onwards:

One Borough One Future- Ambition for a better society

The single-minded goal of Reducing Inequality is seen to be delivered
through the key fiver levers laid out in the Sustainable Community
Strategy:

® Thriving ~ regenerating the borough; creating
opportunities for employment and educational
attainment; tackling low income and poverty; providing a
balance of different types of homes which offer quality,
affordability and sustainability;

® Healthier - tackling health inequalities amongst children
and adults, promoting healthier lifestyles and
independence;

® Safer — reducing incidents and fear of crime and anti-
social behaviour; safeguarding children and adults;

e Sustainable - tackling climate change and managing our

environmental resources more effectively; ensuring an
attractive, clean sustainable environment;

® Empowered - promoting opportunities for community
involvement and volunteering; enabling self-reliant
communities.

The Council remains committed to shaping and building, with our
partners across all sectors, a Haringey that is a more thriving,
healthier, safer, sustainable place, empowering its residents and
communities.

In this context, the Council developed a programme of budget
changes to meet the budget shortfalls 2011-15.
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The three key strands the programme of budget savings are:

e the support functions review, through which ‘back
office’ efficiencies will be delivered;
® ‘strategic service reviews’ - to identify those services

that will be reduced or discontinued, ensuring resources
are prioritised to the most vulnerable in the Borough
through changes such as re-configuration, shared
services and social enterprises;

s Developing a ‘strategic commissioning’ function, to
focus our resources on our desired outcomes.

As noted in July, these approaches enabled the Council to set its
MTFP 2011-14 in February 2011, including the 2011-12 budget which
itself included savings of £41m. Further savings of £21m were
identified for 2012-14, resulting in an overall funding gap of £21m in
the MTFP.

Revisions to assumptions and re-programming of savings agreed by
the Cabinet in July 2011 reduced the overall MTFP gap to £19.0m;
£3.8min 2012-13 and £15.2m in 2013-14.

The government’s spending plans to 2015 will continue to put strains
on the Council’s finances, during a period in which demand for the
Council’s services — particularly from the most vuinerable in our
society — will continue to increase.

. The additional proposals now put forward in this report to address the

MTFP funding shortfall are consistent with the strategic approach
developed last year (summarised above) and will be key to achieving a
balanced revenue budget in 2012-13 and to reducing the budget
shortfall in 2013-14.

The Cabinet recognises risks remain and that much could change
before February 2012 when the Council approves its budget for 2012-
13, including government funding, and potential variations in base
budgets and pressures.

The Council usually prepares a three year MTFP rolled forward
annually. This year the MTFP will be rolled forward to include 2014-15
and proposals will be brought to a future meeting of the Cabinet.

However, as noted in the report to the Cabinet in July, given the lack
of definitive information and the uncertainties yet to be resolved by
government, it is difficult to make realistic or helpful planning
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assumptions at this stage for 2014-15.

5.21. ltis not anticipated such planning assumptions will be developed until
further detail becomes available from government, including the
outcomes of the government’s Resource Review and the provisional
Local Government Finance Settlement. These are expected to be
announced in late November or early December.

5.22. The Council also approved its Capital Programme in February 2011.
As with revenue spending and funding, there are a number of
constraints and risks facing the Council, in the context of significant
reductions in government funding — for example reductions in Decent
Homes funding and in a range of capital grants.

5.23. Areview of the Council’s capital spending plans is underway and
proposals for capital spending and financing for the period 2012-15
will be brought to the Cabinet in December.

5.24. In accordance with best practice, key assumptions, risks and
opportunities underpinning or informing the formulation of proposals
to balance the 2012-13 budget and the MTFP 2012-15 have been
reviewed.

5.25. Such regular reviews are essential as the financial environment is not
stable. Further information comes to light over time, and there are
factors outside of the Council’s direct control which will require us to
revise our original assumptions.

5.26. Significant risks that could affect either the level of service and service
delivery costs and / or funding sources include the impact of general
economic factors such as interest rates and the level of inflation.

5.27. The outcomes of this review are set out below as follows: national
context; local context, latest position in the current year 2011-12; and
other risks and opportunities.

5.28. It must again be stressed that some of the assumptions underpinning
the MTFP will inevitably change again before the 2012-13 budget is
set by the Council in February 2012. The government will make
announcements, estimated funding allocations will be finalised, new
matters will come to the fore and budget projections will change. Any
such changes will all need to be taken account of as the year
progresses.
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National context

The Cabinet is aware of the government’s legislative programme,
which was summarised in the Financial Planning report to Cabinet in
July 2010. An update on some key issues is provided below.

The government has legislated to expand the Academies programme
through the Academies Act 2010, to include primary, secondary and
special schools. Initially only ‘outstanding’ schools could automatically
be considered, however now any school that is ‘performing well’ can
apply. In addition the government has been discussing with some
authorities, including Haringey, options for improving the performance
of a number of primary schools including the suggestion of
‘Academisation’.

Two secondary schools in Haringey are now going through the
process of converting to Academy status, one is scheduled for a 1st
October conversion with the other also likely to be converted during
2011-12. To the extent that schools convert there is an immediate
impact upon Dedicated Schools Grant (DSG) resources.

During July the government launched a consultation on the
‘appropriate methodology for calculating the Local Authority Central
Services Equivalent Grant (LACSEG) topslice’. This consultation raised
the possibility of additional resources being removed from the
Council’s Formula Grant allocations in both 2011-12 and from the
provisional 2012-13 settlement already announced. The MTFP already
reflects the removal of £625k from the Councils 2012-13 Formula
Grant allocation, although the consultation suggests that, as a result of
the significantly increased numbers of schools converting to Academy
status, the overall size of the topslice could double in size and
potentially have a significant impact on the Council’s MTFP. The
outcome of the consultation which closed in August is still awaited.

The government’s Localism Bill will bring dramatic changes to the
local government landscape, and there is still a great uncertainty on
the impact on place, population, resource base and resilience of the
Borough. A key strand of this policy is a reform of public finance
through Housing Revenue Account [HRA] self-financing.

This is intended to give local authorities the ability to take a long term
approach to investment in housing stock, rather than planning on a
year by year basis. This will be achieved by a one off adjustment to
councils’ housing debt, and allowing councils to retain all of the rental
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income they collect. This change will come into effect from April 2012.

Haringey is undertaking a strategic review of options for delivering the
future housing needs of the borough, based on the nature and
investment needs of the council’s housing stock, as agreed by the
Cabinet in April 2011. A 30 years financial plan will be developed
which will inform medium term investments and priorities and
recommendations will be brought to the Cabinet in December.

Funding social care demand and cost pressures remains a major
challenge for local authorities, information on forecast demographic
changes data is included later in this report. In July the Cabinet noted
the Commission on Funding of Care and Support, chaired by Andrew
Dilnot, had set out its recommendations on 4th July 2011 on how long
term social care should be paid for. These included a cap on individual
contributions, a national set of eligibility criteria, with portability so that
if people move they take their needs assessment with them, and a re-
branding of attendance allowances. The government will be setting
out its response to these recommendations and has indicated it wants
to take this opportunity to create a system that provides high quality,
personalised care and gives people more choice and control over their
own care.

As part of its Local Government Resource Review the government is
currently consulting on proposals for a Business Rates retention
scheme that will be implemented from April 2013. Currently, Councils
receive their funding from three major sources: grants from
government; council tax and other locally generated income such as
fees and charges for services. One of the major components of
government funding is ‘Formula Grant’, comprising Revenue Support
Grant and National Non Domestic Rates [Business Rates].

Business Rates are collected by councils but they are currently paid
into a national pool to be redistributed as part of Formula Grant with
each council’s share being calculated by a complex formula.

This system means councils do not have any financial incentive to
promote business growth in their area. The government wants to give
councils a strong incentive to promote local business growth and to
make councils less financially dependent on central government. It is
consulting on changes which would enable councils to keep a share of
the growth in business rates in their area.

The government is not proposing any changes to the way businesses
pay or the way the tax is set - rate setting powers will remain under
the control of central government. Councils’ current powers to
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introduce a Business Rate supplement will be amended by proposals
in the Localism Bill to ensure a referendum of local businesses is
required to authorise any such supplement.

. The consultation sets out a range of potential technical arrangements

to ensure a fair starting position from April 2013, and to strike a
balance between rewarding councils for growing their business rate
tax base and the need to re-distribute resources according to
spending pressures. The government also is seeking to provide some
financial protection to those councils who experience significant drops
in business rates and/or who are less able to grow their business
rates. The government suggests the whole system could also work for
councils working together.

The government has invited responses to its proposals by 24th
October.

. The Government’s Welfare Reform Bill proposed a number of changes

to the welfare system some of which are proposed to come into effect
over the period to 2011-14. A key proposal is the abolition of the
current Council Tax Benefit [CTB] scheme which is administered by
local authorities on rules set out by central government. This would be
replaced by a new scheme which would sit outside the proposed new
Universal Credit payment. Each local authority is expected to receive
un-ring fenced special grant based on 2012-13 baseline expenditure
but 10% reduced funding for those residents who are currently
entitled to benefit.

The government is committed to protecting some groups, in particular
low-income pensioners, which will impact on the funding left to
support those of working age on low incomes. Based on Haringey’s
current CTB caseloads a 10% reduction in financial support equates
to a circa £4m pressure on the revenue budget.

Furthermore, under current arrangements, local authorities receive a
specific grant to meet the cost of administering both Housing and
Council Tax Benefit, which is based on caseloads. The Welfare
Reform Bill proposes to centralise the administration and payment of
the Housing Benefit scheme which will clearly impact on the level of
administrative support available to local authorities to administer the
local CTB schemes moving forward. Government consultation on
these proposals is underway and ends on 14th October.

The proposals appear to represent a transfer of financial risk from the
government to councils as they would have to manage the costs of a
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demand-led benefit from a fixed and smaller pot of funding.

From April 2011, Housing Benefit [HB] entitlements are subject to new
Local Housing Allowance rates at the 30th percentile of market rents
(previously set at 50%). The new rates are transitionally protected until
January 2012, but there is a risk claimants will be forced to seek
accommodation at the cheaper end of the market, or stay in their
homes and make financial sacrifices. Claimants who are unlikely to be
able to afford to live in expensive areas of inner and Central London
may move to outer London boroughs such as Haringey. This will bring
an increased Housing Benefit caseload and all the associated costs
for services within the borough - such as children’s services etc.

It is not yet known how these changes will impact on the HB
Administration Grant as we currently administer Housing Benefit for
41,000 claimants, who will move onto Universal Credit, but we will still
be required to support 35,000 claimants who receive assistance with
their Council Tax.

In July 2011 the government published its Open Public Services White
Paper. It sets out the government’s vision for a more diverse market in
public services, with a greater role for third sector organisations and
private companies in service delivery. The White Paper identifies five
principles for reforming public services, drawing on a range of
previous policy announcements and legislation. These are: increasing
choice; devolving public services to the lowest appropriate level;
opening public services to a range of providers (including the social,
third and private sectors); ensuring fair access to public services and
ensuring accountability and responsiveness of public services.

The government has launched a website to encourage feedback on
the White Paper. In November the government will set out how
departments intend to implement the principles set out and from April
2012 departments will be required to produce regular progress
reports, setting out the steps that have been taken to open up public
services.

The Public Health White Paper - Healthy Lives, Healthy People
confirmed the transfer of some Public Health duties to local authorities
from April 2013. In line with the government’s New Burdens Doctrine,
public health ring-fenced grants will be made to local authorities from
2013-14 with a view to issuing shadow budgets for 2012-13. Grants
will be based on the 2010-11 outturn as a baseline and action is
currently underway to re-visit these figures in consultation with local
authorities as it is critical authorities are aware of both their new
responsibilities and also how proposed funding compares to existing
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levels of financial support.
Local context

Recommendations on bridging the budget gap over the period 2012-
15 will be driven not only by the national context set out above but
also local priorities and specific opportunities and initiatives. Two
examples are set out below.

Tottenham Riois

Following the Prime Minister’s statement to the House of Commons
on 11" August about the Government’s response to the recent riots,
the Secretary of State for Communities and Local Government wrote
on 18™ August to a number of Council Leaders whose local authority
areas were affected, to outline the package of recovery funding
available from the Department for Communities and Local
Government (DCLG).

~ There have been a number of announcements of funding to address

the longer term consequences of the civil disturbances. The Council
are actively making claims against the High Street Support and
Recovery schemes.

Alexandra Park and Palacse

The Council currently subsidises the Alexandra Park and Palace
Charitable Trust by £2.1m (2011-12 budget). As part of the Council’s
overall budget strategy the Trust has been asked to find savings within
their budgets of £500k in order to reduce their reliance on the Council.
Additionally, the Trust is currently undertaking a regeneration project,
being chaired by the Council’s Director of Place & Sustainability
examining the options for the Trust to bring in partners in order to
move the Trust to a more sustainable position.

Current year 2011-12

As at the close of period 4 (July 2011), an overall current year budget
pressure of £2.25m is being projected. The reported pressures within
the Place & Sustainability and the Chief Executive’s directorates are
both expected to be contained within available resources and the
projected slippage on the Children’s Centres savings proposal is
expected to be managed.
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The gross budget pressure within the safeguarding budget for 2011-
12 is £2.7m reducing to £1.6m net following the application of grant
funds. There are also consequential pressures on the Council’s Legal
budget, high demand for which was noted by the Cabinet in July. The
management objective remains to achieve a balanced legal services
budget by the year end. The current safeguarding projection is based
on an increase in Looked After Children (LAC) compared to the budget
assumption. Various actions are underway within Children and
Families to address the current position including management action
associated with a review of all high cost placements, measures to
bring all staffing costs in line with budgets and an on-going spending
embargo for non-essential expenditure.

Adult and Community Services are experiencing pressures in the
current financial year, despite a high level of challenge with NHS
Haringey to try to contain this pressure, due to NHS Continuing Health
Care reviews completed by NHS North Central London. These are
resulting in loss of NHS Continuing Health Care funding for a number
of very high risk, vulnerable people in need of specialist NHS and
social care services and the full cost of care being passed to Adult and
Community Services. To date (period 4) the cost of these cases
transferred to Haringey Council has been circa £0.5m, with further
reviews anticipated. Currently the service is able to manage this
pressure due to one off funding carried forward from 2010/11. This will
not be available in future years. Should this position continue, aspects
of adult services performance will be affected.

In addition to the above there are further potential pressures across all
directorates arising variously from increased demand, revisions o
assumptions and budget profiles that are currently being addressed
but do present a risk for 2011-12 onwards. These will be kept under
close scrutiny over the remainder of this financial year and
recommendations brought to Cabinet as necessary.

Other risks and opportunities 2012-13 and 2013-14

The main risks and opportunities are summarised below:
Risks

Reduction in service standards / performance
Increased service demand

Impact of Housing Benefit and other welfare changes
Delay or non-delivery of savings proposals

Inflation

Shortfall in revenue due to the economic climate

b @ @« 9 @ @
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¢ Qutstanding and pending legal claims
e Further reductions in joint NHS funding
s Increase in bad debts.

Opportunities

e New freedoms and flexibilities
e New income streams as a result of legislative changes.

As stated earlier some of the current assumptions underpinning the
MTFP will inevitably change again before the 2012-13 budget is set in
February 2012.

The latest position on a number of these is set out below. A further
update will be reported to the Cabinet in December.

Service Demand and cost pressures

Data from the recent census is not expected to be available until 2014.
The latest available estimates suggest London’s population is set to
rise by 9% [0.7 million] over the next ten years, placing increased
pressure on local authority services. ONS estimates that by 2035,
23% of the population will be aged 65 years or over compared to 17%
in 2011 — with the numbers aged 85 years and over being 2.5 times
larger than in 2010, representing some 5% of the total population. For
Haringey the population of those over 65 years old is projected to
increase by 4% by 2014, including an increase of 11% of those aged
90 years and above.

The approved MTFP also includes planned increases for demographic
growth including the cost of transition of children to adult services.
However, the current plan assumes no further demographic growth
will be provided, the assumption being that services will need to make
efficiencies elsewhere to fund any pressure. This particular growth
item was based on 61 children transferring during 2012/13. There is a
potential risk that this number could increase and Adults Service are
working with Children’s Service to validate these figures.

As reported in earlier in this report, Adult and Community Services are
experiencing pressures in the current financial year due to NHS
Continuing Health Care reviews completed by NHS North Central
London. The current mitigating measures will not be available in future
years and consideration will need to be given to how this potential
pressure will be managed.
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9.10.
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9.12.

The above assumptions will be rigorously reviewed in the light of
ongoing experience in the current year and revised assumptions will
be put forward for the MTFP 2012-15 if necessary in future Cabinet
reports.

As part of the 2011-12 budget additional resources of £7.4m were
added to the Children’s Services budget in order to fund demographic
and associated budget pressures in connection with the numbers of
Looked After Children (LAC). This growth was provided in conjunction
with a range of management actions which were estimated to yield
reductions in costs in this area in future years. As a result the 2011-14
MTFP included reductions in budget provision of £1.98m and £0.74m
in 2012-13 and 2013-14 respectively.

In the first part of the financial year the numbers of LAC excluding
unaccompanied minors, have continued to rise above the level
assumed in setting the budget (576) and they now (September 2011)
stand at around 600. There is therefore substantial risk in being able to
achieve the target reductions set out in the MTFP. In order to mitigate
this risk the Chief Executive has commissioned work to be overseen
by a Children’s Services Transformation Board to identify actions to
bring the Children’s Services budget back into line with budget
provision including future years’ agreed reductions.

Delay or non-delivery of savings proposals

Achieving currently approved savings

The risks associated with delivering the unprecedented sum of £41m
of savings in 2011-12 were recognised in setting the budget and
MTFP. In July the Cabinet endorsed the deferment and re-
programming of £3.6m of savings in the new MTFP 2012-15. These
risks are being kept under constant review.

The MTFP assumes a saving of £2.5m from 2012-13 which was
intended to be achievable as an outcome of the review of Terms and
Conditions. This saving will not now be achieved. These reduced
savings will be funded by a reduction in the pay award provision of
£2.5m.

Government Funding and Council Tax constraints

Following the government’s Spending Review in the autumn of 2010,
the Local Government Finance Settlement reduced the overall level of

- funding and consolidated many specific grants into Formula Grant.
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A detailed summary of the distribution methodology of government
funding of local authorities was set out in the report to the Cabinet in
February 2011. The government made some significant changes for
2011-12 and beyond, including the defining of ‘estimated revenue
spending power’ as a council’s combined income from government
grants and council tax, and as a baseline against which funding
reductions would be compared.

. The grant “floors’ mechanism also changed - councils were grouped
into four bands with different floors.

The number of separate specific grants was reduced from over 90 to
10 new ‘core grants.’

. At this stage there have been no assumptions made on any further

changes in 2011-15, although some change is likely following the
government’s ‘Local Government Resource Review’ currently
underway.

Although the Spending Review covered the period 2011-15, the Local
Government Finance Settlement only addressed 2011-12 and 2012-
13.

. The vast majority of specific grants that remain are now ‘un-ring

fenced’.

. The reductions outlined in this report were ‘front loaded’ with just

under 50% of the reductions needing to be made in the current
financial year.

Council Tax

The Localism Bill provides for the replacement of capping powers with
the introduction of ‘binding referenda’ for ‘excessive’ council tax
increase proposals. The government would establish the threshold for
‘excessive’ each year.

. The Bill has had its Third Reading in the House of Commons and

moved to Report Stage in the House of Lords in September. If passed
into law the referenda would come into effect for council tax increases
for 2012-13. At this stage we have no indication of the level at which
‘excessive’ increases will be defined.

Core Granis

. The government has announced the level of spending on schools was

being maintained at current cash levels for the period of the Spending
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9.24.

€

9.26.

9.29.

25.

Review (to 2014-15). As a consequence the only variation anticipated
in the level of the Direct Schools Grant (DSG) for 2012-13 would be as
a result of changes in the number of pupils.

However, the level of the Pupil Premium, which targets disadvantaged
pupils through the use of a Free School Meals proxy measure, is
anticipated to double nationally in 2012-13. If that increase is
replicated at a local level, this measure would generate an additional
amount of around £4m for schools, although its incidence across
schools is variable depending on levels of Free School Meals.

The government is currently consulting (until 11th October) on further
changes to the school funding system, although the intention is that
any changes will not be implemented until 2013-14. A ‘shadow’
settlement for 2012-13 is suggested in the document to allow schools
to plan for any changes in their level of funding arising from those
changes which are eventually implemented. The consultation contains,
amongst other proposals, suggestions for changes to the Area Cost
Adjustment methodology that should benefit Haringey schools.

Other Spending and Financing Changes and Variations

The MTFP 2011-14 as agreed by the Council in February resulted in
budget shortfalls of £6.8m and £14.5m in 2012-13 and 2013-14
respectively.

A number of assumptions were agreed in February 2011 regarding a
number of general cost pressures the Council will face over the
planning period. These ‘Changes and Variations’ were updated as
reported to the Cabinet in July.

. These changes, endorsed by the Cabinet, amended the budget gaps

to £3.8m in 2012-13 and £15.2m in 2013-14.

. A number of further changes to those assumptions are now proposed

as set out below.

Inflation and pay provisions

The government’s projections for the Consumer Price Index [CPI] of
inflation set out in the Spending Review were 2.4% in 2011, 1.9% in
2012 and 2.0% in 2013 and 2014. Currently CPl is 4.5%. Provisions
of £7m and £7.5m were established for 2012-13 and 2013-14
respectively, to cover both anticipated pay and price inflation.
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9.32.

9.33.

9.34.

9.36.

As noted at paragraph 9.11, it is now proposed to reduce the pay
provision for 2012-13 by £2.5m. No other changes are proposed at
this stage but the assumptions will be closely monitored and a further
update will be reported to the Cabinet in December.

Other provisions

. The Council’s financial plan includes provision for its share of costs of

the North London Waste Authority’s programme to procure and
operate a new waste disposal facility. The latest assumptions are that
the facility will not become operational until 2014-15 or 2015-16. The
MTFP has been amended accordingly.

Other NLWA charges for waste disposal continue to increase due to
the impact of increasing Landfill Tax and ongoing procurement costs.

The cost of Concessionary Fares is likely to increase further in 2012-
13 due to increased usage. At this stage the potential impact on
Haringey could be an additional £500k above our previous
assumptions and this estimate has been included in the MTFP. The
final figure will not been known until early in 2012.

As part of the move to self financing of housing, approximately £240m
of the Council’s PWLB debt will be repaid by central government. This
will be done by repaying a proportion of every outstanding PWLB loan
at 1st April 2012. The precise impact of this and the complex
interactions between the General Fund and the HRA are being
evaluated, in conjunction with the Council’s treasury management
advisers. Recommendations will be brought to the Cabinet in
December, regarding both the Council’s General Fund and HRA. At
this stage no changes in debt financing assumptions have been made
but it is expected to result in a saving due to the fact that in addition to
PWLB debt, the Council has loans from banks at a lower average rate
than those with the PWLB.

Appendix 3 summarises the latest position on ‘Changes and
Variations’ taking account of both the changes endorsed by the
Cabinet in July and the further changes now proposed as set out
above.

New savings proposals
In July the Cabinet noted the initial review of financial assumptions for

the period 2012-15 and requested Directors to identify draft proposals
to deliver a balanced and sustainable MTFP for the Cabinet’s
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consideration at this meeting.

9.37. These proposals are set out in detail at Appendix 2. At this stage the
Cabinet is recommended to approve these in principle pending review
by the Overview and Scrutiny Committee and external consuitation.

9.38. These total £12.1m by 2014, of which £5.4m is planned to be achieved
in 2012-13 and £6.7m in 2013-14. Over the three year MTFP the
proposed savings total £14.1m up to 31 March 2015.

9.39. The impact on the current MTFP budget shortfall of all the revised
assumptions set out in this report together with the new savings
proposals set out at Appendix 2 is summarised below in Table 1 and
in Appendix 1. Clearly more work is required before the position to 31
March 2014 is balanced and indeed the third year of the new MTFP
when the funding picture becomes clearer.

Table 1 261213 201314 Total

£m £m £m

1 Budget shortfall at February 20711 -6.8 -14.5 -21.3

2 Re-programming of savings 2.3 -1.3 -3.6

3 Revisions to assumptions 5.3 0.6 59

4 Budget shortfall at July 2011 -3.8 -16.2 -19.0

5 Revisions to assumptions -0.5 0.9 0.4

6 New savings proposals 5.4 6.7 121

7 Latest budget surplus (+) / shortfali (-) 1.1 -7.6 -8.5

10.  Financial Year 2014-15
Financing — government funding

10.1. The government is planning to reduce funding for local authorities by

an average of 29% over the four years up to and including 2014-15.
Given the lack of definitive information and the uncertainties yet to be
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resolved by government we are not at this stage making any specific
financial planning assumptions for 2014-15 until further detail from the
government is available. But overall we expect austerity to continue.

The following are examples of material changes that could affect our
finances in 2014-15:

Changes in core and specific grants

NHS funding

Use of 2011 census data

The outcomes of the Local Government Resource Review, affecting
Formula Grant and aspects of the government’s welfare reforms
New Homes Bonus and other funding incentives provided by the
government

Inflation and interest rate changes.

Hedundancies

On setting the MTFP for 2011-14 in February 2011 an estimated cost
of £25m for redundancies was estimated, as a result of the transition
programme the Council is undertaking, to be funded primarily from
reserves. A capitalisation bid was made to the government for 2011-
12. £4.277m has been approved. This will reduce the pressure on
funding of the £25m; but there are no plans at this stage to reduce the
overall cost estimate of £25m given the overall medium term financial
context and outlook.
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11.  Budget Timetable 2012-13

11.1. The key activities and dates are set out in Table 2, below.

Table 2 Outline Budget Timetable

Action ) Date(s)
1.] Cabinet considers draft proposals for 4 October 2011
MTFP
2.| Leader’s Conference on the Budget 6 October 2011
3.| Budget Scrutiny Scoping Meeting 10 October
2011
4. External Consultation on draft proposals To November
2011
5. Budget Scrutiny Review Panel meetingsto 13,7 & 14
scrutinise three Budget themes November 2011
6. Overview and Scrutiny Commitiee make November 2011
recommendations from the scrutiny
process to Cabinet
7.1 Cabinet receives Scrutiny 20 December

recommendations, outcomes from the 2011
consultation and makes
recommendations on Revenue and Capital
spending and financing proposals

8.1 Cabinet makes final Budget 2012-13 and 7 February

MTFP 2012-15 recommendations to 2012
Council

9.! Council agrees Budget, Council Tax 20 February
2012-13 and MTFP 2012-15 2012

12. Summary

12.1. The report summarises the progress the Council has made since the
approval of its Budget 2011-12 and MTFP 2011-14 in February 2011,
especially since the previous report to the Cabinet in July. The
conclusions of the latest review of key assumptions on revenue
spending and funding are reported, together with a series of further
savings proposals for 2012-14.

12.2. As aresult the previously estimated Budget shortfall for 2012-13 has
pbeen eliminated, and that for 2013-14 significantly reduced on the
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12.3.

12.4.

-
o
[0

13.

14.

14.1.

14.2.

basis of the Cabinet’s latest draft proposals, which are subject to both
scrutiny and consultation. This report emphasises, however, that a
significant number of risks remain and uncertainties to be addressed
prior to the Council formally approving its budget for 2012-13 in
February 2012. Furthermore the report highlights the continuing
uncertainty for 2014-15 although it is expected austerity in public
finances will continue.

A similar review of assumptions and challenges on capital is being
undertaken and recommendations will be brought to Cabinet in
December.

This approach will ensure the Cabinet is well placed to consider its
formal budget proposals to the Council in February 2012 foliowing
consultation with the public and the Overview and Scrutiny
Committee, along with other key stakeholders during the autumn,

. The Council will formally agree its Budget 2012-13 and MTFP 2012-15

il
i
in February 2012.

Chief Financial Officer Comments and Financial Implications

. This report is presented by the Chief Financial Officer.

Head of Legal Services Comments and Legal Implications

The Budget and policy Framework procedure rules are set out in Part
Four Section E of the Constitution and reflect both the statutory
requirements on Local Authorities in relation to budgets and this
Council’'s approach to setting budgets. It is for the Cabinet to approve
the proposals and then submit to Full Council who set the budget.

The Council must have due regard to its public sector equality duties
under the Equality Act 2010 when taking final decisions on the savings
proposals and this, in appropriate cases, will include the carrying out
of equality impact assessments and considering the results of these
before taking final decisions. This applies whether it is the Cabinet or
Directors taking final decisions on the individual saving proposals.
Where any necessary consultation is required then this must also be
completed and taken into account before final decisions on individual
proposals are taken. The Council will also need to ensure that any
proposals, if approved, do not result in a situation where the Council is
unable to perform its statutory obligations.
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14.3.

15.

15.1.

15.2.

16.
16.1.

The Council’s Overview and Scrutiny procedure rules provide that the
Overview and Scrutiny Committee (OSC) shall undertake scrutiny of
the Council’s budget through a Budget Scrutiny Review Panel. The
procedure by which this Panel should operate is detailed in the
protocol covering the OSC. This involves the Budget Scrutiny Review
Panel selecting 3 themes by which budget scrutiny will be carried out
at 3 separate sessions. The recommendations from the Panel, ratified
by the OSC, shall be fed back to the Cabinet.

Equalities & Community Cohesion Comments

The Council must pay due regard to its public sector equality duties
with regard to race, gender and disability and should also take into
account the provisions of its equality scheme with regard to age,
religion or belief and sexual orientation.

Prior to making any final decisions on any proposals that may be
brought forward in the medium term financial planning process the
Council will assess the impacts of those by conducting Equality
Impact Assessments [EqlAs], starting with an initial screening which
considers whether there is a need for a full assessment.

A key element of the Council’s EqIA process is consultation and
engagement with the public, service users, community groups, the
voluntary sector and our partners. All final decisions on proposals that
require an impact assessment must take into account the outcomes
and recommendations of the EglA.

Policy Implications

The Council’s Medium Term Financial Plan and Revenue Budget
provide financial resources necessary to deliver the Council’s statutory
duties and local priorities defined by and set out in the Community
Strategy and Council Plan.

Consultation

Public engagement and consultation remains a key central
government policy driver and is also a legislative requirement for a
wide range of functions. Proportionate public engagement and
consultation activity on the Council’s medium term financial planning
and/or budget setting processes will be undertaken in the autumn.
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18. Use of Appendices

° Appendix 1 - Summary of the MTFP to 2014
s Appendix 2 - Latest savings proposals 2012-15
o Appendix 3 -~ Changes and Variations

19. Local Government (Access to Information) Act 1985

® Financial Planning 2012-13 to 2014-15 - Cabinet 19" July 2011.

® Medium Term Financial Planning 2011-12 to 2013-14 - Councill
24" February 2011,

® Medium Term Financial Planning 2011-12 t0 2013-14 - Cabinet
8" February 2011.

® Financial Planning 2011-12 to 2013-14 - Cabinet 13" July 2010
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