Haringey Council

Summons to Attend

Full Council

Please note: this meeting may be filmed for live or subsequent
broadcast via the Council's internet site - at the start of the meeting
the Mayor will confirm if all or part of the meeting is being filmed.
The images and sound recording may be used for training purposes
within the Council.

Generally the public seating areas are not filmed. However by
entering the meeting room and using the public seating area, you
are consenting to being filmed and to the possible use of those
images and sound recordings for webcasting and/or training
purposes.

If you have any queries regarding this, please contact the Principal
Support Officer (Committee Clerk) at the meeting.

To: The Mayor and Councillors of Haringey Council.

Dear Sir/Madam,

A meeting of the Council of the London Borough of Haringey will be held at the Civic Centre,
High Road, Wood Green, N22 8LE on TUESDAY, 28TH FEBRUARY, 2012 at 19:30 HRS, to
transact the following business:

AGENDA

1.  TO RECEIVE APOLOGIES FOR ABSENCE

2. TO ASK THE MAYOR TO CONSIDER THE ADMISSION OF ANY LATE ITEMS OF
BUSINESS IN ACCORDANCE WITH SECTION 100B OF THE LOCAL
GOVERNMENT ACT 1972

3. DECLARATIONS OF INTEREST

A member with a personal interest in a matter who attends a meeting of the authority at



10.

which the matter is considered must disclose to that meeting the existence and nature
of that interest at the commencement of that consideration, or when the interest
becomes apparent.

A member with a personal interest in a matter also has a prejudicial interest in that
matter if the interest is one which a member of the public with knowledge of the
relevant facts would reasonably regard as so significant that it is likely to prejudice the
member's judgment of the public interest and if this interest affects their financial
position or the financial position of a person or body as described in paragraph 8 of the
Code of Conduct and/or if it relates to the determining of any approval, consent,
licence, permission or registration in relation to them or any person or body described
in paragraph 8 of the Code of Conduct.

TO ASK MEMBERS WHETHER THEY NEED TO MAKE A DECLARATION IN
ACCORDANCE WITH SECTION 106 OF THE LOCAL GOVERNMENT FINANCE
ACT 1992 IN RELATION TO UNPAID COMMUNITY CHARGE OR COUNCIL TAX
LIABILITY WHICH IS TWO MONTHS OR MORE OUTSTANDING.

Members to whom this applies must make a declaration if they are present at any part
of the meeting and must not vote on any matter relating to the budget. It is not
sufficient for such members to refrain from voting or to absent themselves from the

chamber for particular parts of the meeting. Failure to make a relevant declaration
constitutes a criminal offence.

TO APPROVE AS A CORRECT RECORD THE MINUTES OF THE MEETING OF
THE COUNCIL HELD ON 21 NOVEMBER 2011 (PAGES 1 - 6)

TO RECEIVE SUCH COMMUNICATIONS AS THE MAYOR MAY LAY BEFORE THE
COUNCIL

TO RECEIVE THE REPORT OF THE CHIEF EXECUTIVE (PAGES 7 - 10)

TO RECEIVE THE REPORT OF THE MONITORING OFFICER AND HEAD OF
LEGAL SERVICES

TO CONSIDER REQUESTS TO RECEIVE DEPUTATIONS AND/OR PETITIONS
AND, IF APPROVED, TO RECEIVE THEM
TO RECEIVE REPORTS FROM THE FOLLOWING BODIES (PAGES 11 - 14)

a) Corporate Committee Report No 3 2011/12



11. TO CONSIDER THE REPORT OF THE DIRECTOR OF CORPORATE RESOURCES
IN RESPECT OF MEDIUM TERM FINANCIAL PLANNING FOR 2012/13 - 2014/15
AND TO AGREE THE COUNCIL TAX FOR 2012/13 (PAGES 15 - 174)

Kevin Crompton
Chief Executive
River Park House
225 High Road
Wood Green
London N22 8HQ

Monday, 20 February 2012



This page is intentionally left blank



Page 1 Agenda Item 5

MINUTES OF THE FULL COUNCIL
MONDAY, 21 NOVEMBER 2011

Councillors Adamou (Mayor), Adje, Alexander, Allison, Amin, Basu, Beacham,
Bevan, Bloch, Brabazon, Browne, Bull, Butcher, Christophides, Cooke,
Davies, Demirci, Diakides, Dogus, Egan, Ejiofor, Engert, Erskine,
Gibson, Goldberg, Gorrie, Griffith, Hare, Jenks, Khan, Mallett,
McNamara, Meehan, Newton, Peacock, Reece, Reid, Reith, Rice,
Schmitz, Scott, Solomon, Stanton, Stennett, Stewart, Strang, Strickland,
Vanier, Waters, Watson, Weber, Whyte, Williams, Wilson and Winskill

Apologies Councillor Canver and Kober
MINUTE ACTION
NO. SUBJECT/DECISION BY

CNCL36.| TO RECEIVE APOLOGIES FOR ABSENCE

Apologies for absence were received from Councillors Canver and
Kober.

CNCL37.| TO ASK THE MAYOR TO CONSIDER THE ADMISSION OF ANY
LATE ITEMS OF BUSINESS IN ACCORDANCE WITH SECTION 100B
OF THE LOCAL GOVERNMENT ACT 1972

See items 6 and 13.

CNCL38.| DECLARATIONS OF INTEREST

Councillors Adje, Amin, Brabazon, Basu, Browne, Bull, Butcher,
Davies, Demirci, Engert, Goldberg, Jenks, Khan, Mallett, Newton, Reid,
Reith, Rice, Scott, Stewart, Strickland, Vanier, Watson, Whyte, and
Winskill declared a personal interest in ltem 14 — Motion C as Members
of the Local Government Pension Scheme.

Councillor Wilson declared a personal interest in Item 14 — Motion C as
he was an employee of the National Association of Pension Funds which
campaigned on issues relating to public sector pensions and Local
Government Pension Scheme at a national level.

Councillor Reid declared a personal interest in Item 14 — Motion C as he
was a former UNISON Shop Steward.

Councillors Adje, Alexander, Brabazon, Browne, Egan, Gibson,
Griffith, Jenks, Peacock, Reece, Rice, Schmitz, Scott, Stennett, Strang,
and Waters individually declared a personal interest in Item 10 —
Haringey Debate as School Governors of either Primary or Secondary
Schools within the Borough.

Councillors Brabazon, Egan, Peacock, Rice, Schmitz, and Scott
individually declared a personal interest in Item 9 — Petition receipt, as a
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MINUTES OF THE FULL COUNCIL
MONDAY, 21 NOVEMBER 2011

Member of a Friends of either a Park, Common, or Recreation Ground,
Group/Association, within the Borough.

NOTED

CNCL39.

TO APPROVE AS A CORRECT RECORD THE MINUTES OF THE
MEETINGS OF THE COUNCIL HELD ON 18 JULY & 3 OCTOBER
2011

RESOLVED:

That the minutes of the meetings of the Council held on 18 July
2011, and 3 October 2011 be signed as a true record.

CNCLA40.

TO RECEIVE SUCH COMMUNICATIONS AS THE MAYOR MAY LAY
BEFORE THE COUNCIL

1. Remembrance Sunday

The Mayor reported her attendance at two Remembrance services:
On Armistice Day 11 November 2011 at the service at Tottenham
Cemetery and on Remembrance Sunday 13 November 2011 at the
service at Wood Green War Memorial. The Mayor also reported that
for the Poppy Appeal in Haringey over £1,300 had been collected.

2. Silver Skills Opening Doors Event

The Mayor reported her delight in supporting the Opening Doors
Event (hosted by Silver Skills in Partnership with Tottenham Hotspur
Foundation) on 16 November 2011, and that throughout the day a
1,000 students were given the opportunity to meet with 50
businesses. The event was specifically designed to give Haringey’s
young people information on opportunities or career paths and
options.

3. The Death of George Peacock

The Mayor, with regret, reported the death of George Peacock who
was a former Labour Councillor for Noel Park Ward from 1971 —
1974, who died on 6 October at North Middlesex Hospital. On
behalf of the Council the Mayor expressed her condolences to the
family of George Peacock. As a mark of respect, the Council stood
for a minute’s silence.

4. Mayor Quiz Night and Fund raising event
The Mayor reported that there would be a Quiz Night on 30
November at the Wood Green Social Club to raise funds for Haringey

Carers Association.

5. Congratulations to Councillor Kober
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MINUTES OF THE FULL COUNCIL
MONDAY, 21 NOVEMBER 2011

The Mayor passed on the congratulations of Council at the birth of a
son to Councillor Kober and her partner on 2 November 2011. There
was a rapturous round of applause.

CNCL41.| TO RECEIVE THE REPORT OF THE CHIEF EXECUTIVE
The Mayor agreed to the admission of an additional report as urgent
business.
The Chief Executive advised that the originally circulated report detailed
changes to the membership of the Regulatory Committee with effect from
1 January 2012.
In addition the Chief Executive advised that he was reporting the
appointment of Libby Blake as Director of Children and Young People's
Services and the statutory Director of Children’s Services with effect from
14 November 2011.
The Chief Whip Moved and it was:
RESOLVED
1. That the changes to Council body memberships as detailed in the
report in respect of the membership of the Regulatory Committee
by the replacement of Councillor Reid with Councillor Hare, with
effect from 1 January 2012 be agreed;
2. That the appointment of Libby Blake as Director of Children and
Young People's Services and the statutory Director of Children's
Services with effect from 14 November 2011, be noted.
CNCL42.| TO RECEIVE THE REPORT OF THE MONITORING OFFICER AND
HEAD OF LEGAL SERVICES
There were no matters to report.
CNCL43.. TO MAKE APPOINTMENTS TO OUTSIDE BODIES

The Mayor agreed to the admission of this report as urgent business.
Appointments had only recently been finalised at Party Group Meetings
and needed approval to permit appointments to outside organisations to
be made.

RESOLVED:

That the appointments to outside bodies be approved, as detailed
in the Appendix to the report.

CNCL44.

TO CONSIDER REQUESTS TO RECEIVE DEPUTATIONS AND/OR
PETITIONS AND, IF APPROVED, TO RECEIVE THEM
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MINUTES OF THE FULL COUNCIL
MONDAY, 21 NOVEMBER 2011

There was one deputation to address the meeting, and one petition.

The deputation was received from John Hadju — on behalf of the
Muswell Hill and Fortis Green Association, and Hornsey Historical
Society, asking for the continuation and financing of the Haringey Green
Plaque scheme.

Members asked questions of the deputation and received responses
thereto.

The Cabinet Member for Economic Development and Social Inclusion in
the absence of the Cabinet Member Environment responded to the
deputation.

The Mayor reported that a petition had been received from Haringey
Friends of Parks Forum in respect of cuts to local park budgets and the
effects of the cuts. The Mayor advised that as the petition was in excess
of 2200 signatures a debate would follow receipt of the petition.

The Mayor asked that the named representative give a brief presentation
to the meeting for no more than 5 minutes. Ms Curtis spoke in respect of
cuts to local park budgets and the effects of the cuts, for 5 minutes.

Members sought clarification on points of clarification of the petitioners.
A 15 minute debate amongst members of the essence of the petition
took place.

The Cabinet Member for Economic Development and Social Inclusion, in
the absence of the Cabinet Member Environment responded to the
petitioners.

The Mayor thanked both the deputee and petitioners for their
attendance.

NOTED

CNCLA45.

HARINGEY DEBATE - BUILDING ON THE SUCCESS OF
HARINGEY'S YOUNG PEOPLE - IMPROVING ATTAINMENT FOR
THE NEXT GENERATION

The Chief Executive outlined the procedure for the second occasion
where the Council had a Haringey Debate.

The opposition spokesperson — Councillor Reece gave an introduction of
the debate on building on the success of Haringey's young people -
improving attainment for the next generation and to consider how the
Council can help to improve the attainment of our young people whether
in education, vocational training or work whilst highlighting the success
of the past and challenges the future holds.

Councillor Reece introduced Dr Tony Sewell an education adviser, was
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MINUTES OF THE FULL COUNCIL
MONDAY, 21 NOVEMBER 2011

formerly a teacher, a senior lecturer at the University of Leeds, and a
non-executive board director of the Learning Trust.

Dr Sewell addressed the meeting.

Following this the Mayor announced that there would be 45 minutes for
debating, with a maximum of 3 minutes speaking time for each speaker.
A 45 minute debate then took place.

At the conclusion of the debate, the Mayor invited Councillor Reece to
respond.

The Mayor thanked members for their participation.

CNCL46.

TO RECEIVE REPORTS FROM THE FOLLOWING BODIES

) CORPORATE COMMITTEE REPORT NO 2 2011/12

(i) Councillor Meehan — Chair of the Corporate Committee MOVED the
recommendations as contained in the report of the Corporate
Committee of 27 September 2011 in respect of Treasury
Management 2011/12 Mid Year Activity &Performance Update.

RESOLVED:

a) That the Treasury Management activity undertaken during
the first half of 2011/12 and the performance achieved be
noted; and

b) That the revised 2011/12 Prudential Indicators: Capital
Expenditure £79,874k and Capital Financing Requirement
£773,366k as set out in paragraph 18.3 be approved.

b )JALEXANDRA PALACE AND PARK BOARD REPORT NO1 2011/12

Councillor Cooke - Chair of the Alexandra Palace and Park Board
MOVED the recommendations as contained in the report of the Alexandra
Palace and Park Board of 18 October 2011 in respect of the Governance
Update — Amendment to the constitution of the Alexandra Palace and
Park Consultative Committee.
RESOLVED
That approval be given to the amendment to the constitution of
the Alexandra Palace and Park Consultative Committee in
respect of the appointment of Chair of this Committee, as detailed
in tracked changes appendix 1 attached to this report.

CNCLA47.

TO CONSIDER THE LONDON LOCAL AUTHORITIES AND
TRANSPORT FOR LONDON ACT 2008 - APPOINTED DAY FOR
ADOPTION OF POWERS UNDER PART 5 - NON PAYMENT OF
PENALTY CHARGE NOTICES

On a MOTION by the Chief Whip it was:

RESOLVED




Page 6

MINUTES OF THE FULL COUNCIL
MONDAY, 21 NOVEMBER 2011

That the appointed day for which Part 5 of the London Local Authorities
and Transport for London Act 2008 shall come into operation on public
highways for which London Borough of Haringey is the Highways
Authority shall be 1% March 2012.

CNCL4s8.

TO ANSWER QUESTIONS, IF ANY, IN ACCORDANCE WITH
COUNCIL RULES OF PROCEDURE NOS. 9 & 10

Due to the late hour oral questions 1-8 were not reached and written
answers would be supplied to these questions

NOTED

CNCL49.

TO CONSIDER THE FOLLOWING MOTION IN ACCORDANCE WITH
COUNCIL RULES OF PROCEDURE NO. 13
Motion C (2011/12)

Motion C was not reached due to the late hour.

The meeting ended at 21.52hours.

COUNCILLOR GINA ADAMOU

Mayor
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Haringey Councll

. Council Meeting 28™ ltem
Report for: February 2012 Number:
Title: Appointment of Statutory Officers
Report -~

Authorised by: Chief Executive (\ e <f@5\—.

Clifford Hart, Democratic Services Manager, Local Democracy
. and Member Services
Lead Officer:

Tel: 0208 489 2920

Ward(s) affected: N/A Report for Non Key Decisions:

1. Describe the issue under consideration

1.1 To consider the appointment of the statutory officers of Monitoring Officer and
Interim Section 151 Officer/Chief Financial Officer.

2. Recommendations

2.1 That the appointment of Bernie Ryan as Head of Legal Services and Monitoring
Officer with effect from 2 December 2011 be noted.

2.2 That Kevin Bartle be appointed to the role of Interim Section 151 Officer/Chief

Financial officer for the period of 10" March 2012 to 16" September 2012 while
Julie Parker is away from the work place.

Page 1 of 3
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Haringey

3. Background information

Monitoring Officer

4.1 On 2 December 2011 Bernie Ryan was appointed as Head of Legal Services and
Monitoring Officer. Prior to that Mr Ryan had been performing the role of Acting
Head of Legal Services and Monitoring Officer. He was appointed to the
Monitoring Officer role by Council on 23 May 2011 until the permanent recruitment
to the post of Head of Legal Services and Monitoring Officer. He had been Acting
Head of Legal Services since 18 April 2011.

4.2The 1989 Local Government and Housing Act states that a duty of the authority is
to designate one of their officers (to be known as “monitoring officer”) as the officer
responsible for performing the duties imposed by section 5 of the Act.

4.3 Section 5A (10) goes on to state that “The duties of an authority’s monitoring
officer under this section shall be performed by him personally or, where he is
unable to act owing to absence or illness, personally by such member of his staff
as he has for the time being nominated as his deputy for the purposes of this
section.”

4.4 The constitution at Part 2 Article 12 identifies the Monitoring Officer as one of
three key statutory posts that the Authority must appoint.

Interim Section 151 Officer/Chief Financial Officer

4.5 Section 151 of the Local Government Act 1972 provides that a local authority must
have an officer who is responsible for the proper administration of their financial
affairs,

4.6 The council’s Constitution Article 12.01 (C) in part 2 requires the council to
‘designate’ the Chief Financial Officer post.

4.7 The council’s Section 151 Officer/Chief Financial Officer, Julie Parker, is to be on 6
months leave (mostly unpaid) from 10" March 2012 to 16t September 2012 and
it is therefore appropriate that she nominates a person responsible for the proper
administration of the financial affairs of the council between these dates and the
responsibility reverts back to Julie Parker on her return.

4.8 It is recommended that Kevin Bartle the current Deputy Section 151 is nominated

as the Interim Section 151 Officer/Chief Financial Officer for the period 10 March
2012 to 16 September 2012 .

Page 2 of 3



Page 9

Haringey

4. Comments of the Chief Finance Officer and financiai implications

5.1 Both these appointments can be contained within the agreed budget.

5. Head of Legal Services and legal implications

6.1 The Council must by iaw appoint a single officer with overall responsibility for
performing the duties imposed by section 5 of the 1989 Local Government and
Housing Act.

6.2 Under Section 151 of the Local Government Act 1972 the council must appoint
an officer to have personal responsibility for the administration of the council’s
financial affairs. That officer must have the appropriate professional qualification.
In the council’s constitution the Section 151 Officer is described as the Chief
Financial Officer,

6. Equalities and Community Cohesion Comments

7.1 There are no equality issues arising from this report.

7. Head of Procurement Comments

8.1 There are no procurement issues arising from this report.

8. Policy Implication

9.1 There are no policy issues arising from the report.

9. Local Government (Access to Information) Act 1985

10.1 The following papers have been used in the preparation of this report and can be

inspected at River Park House, 225 High Road Wood Green, LLondon, N22 8HQ
by contacting Clifford Hart on 020 8489 2920,

10.2 Report to Council 23 Mar 2011.

Page 3 of 3
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REPORT OF THE CORPORATE COMMITTEE No. 02/2012
COUNCIL 28 February 2012

Chair: Deputy Chair:
Councillor George Meehan Councillor Rahman Khan
INTRODUCTION

1.1 This report to full Council arises from the Treasury Management Strategy
Statement considered by the Corporate Committee at their meeting on the 23
January 2012.

SUMMARY

2.1 Treasury Management strateqy Statement 2012/13 - 2014/15

24  We were asked to consider the proposed Treasury Management strategy
statement and prudential indicators for 2012/13 to 2014/15 prior to them
being scrutinised by Overview and Scrutiny Committee and presented to full
Council for final approval.

2.5 The Council is responsible for its treasury decisions and activity. We were
advised that no treasury management activity is without risk. The successful
identification, monitoring and control of risk were integral elements of treasury
management activities and include Credit and Counter party Risk, Liquidity
Risk, Interest rate Risk, Refinancing Risk and Legal and Regulatory Risk. The
strategy took into account the impact of the Council’s proposed Revenue
Budget and capital programme on all figures contained in it and on the
proposed Prudential indicators and also took into account the outlook for
interest rates.

2.6  The Assistant Director for Finance referred to the list of counterparty financial
institutions which the Council can lend to and that meet with the proposed
criteria for investment, set out in Annex 5 .Since the compilation of the report,
Deutsche Bank AG, ING Bank NV and Rabobank had been upgraded
meaning they could now move to the main list of banks meeting the criteria
for lending. We agreed that the remaining counterparty financial institutions
currently not meeting the lending criteria be removed completely from the
document.

2.7  The Assistant Director for Finance further highlighted two changes to the
Council’s lending list of counterparties for investments which was the addition
of Canadian and Australian banks with London offices, a minimum long term
rating of A+ and on the basis these countries retain a AAA sovereign rating
from all ratings agencies. He had consulted the Cabinet Member for Finance
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and the Opposition Spokesperson for Finance about the criteria for the
lending list and provided reasons for including banks from these countries.

We considered this information with the proposed Treasury Management
Strategy and made the following observations:

Paragraph 4.4, in the policy, advised that there were no current plans for
additional HRA capital expenditure funded through borrowing in the coming
three financial years and comment was made on the need to make this
statement at this stage. The Committee noted that this was open to change
according to the Council’s position.

Paragraph 5.1.7 explained how the monitoring of large concentrations of
maturing fixed rate debt would be achieved with limits in place to control
exposure to volatility in interest rates when refinancing is required. The limits
proposed were set out at table 11 and a member queried the high percentage
range between the lower and upper limits to be used as this was at odds with
the statement above and brought into question how control to exposure could
be achieved. It was explained that wide limits were required to provide
enough flexibility given the refinancing required in 2012/13. We agreed that
the wording be reviewed and amended further to better reflect this intention
and that the limits in the table be reviewed again to ensure they balance
control with the flexibility needed.

In relation to the addition of Canadian and Australian banks with London
offices to the Council’s lending list, we sought understanding on why there
was not focus on investment in government funded banks in the UK or with
the UK Debt Management Office as these seemed the less risky options in
the current financial climate. We noted that the opportunity cost of investing
solely with the UK Debt Management Office would be between £200K and
£300K per annum. The Council’'s Treasury Management advisors were
recommending investment in the Canadian and Australian banks as they
were countries with a sovereign triple A rating, and the banks are rated higher
than the majority of UK banks. There was also a proposed limit to how much
exposure there was to investments, outside of the UK, which was set at 15%
of the portfolio in any one country. We considered this information and were
aware that these banks would only be used for short term investments as the
Council were maintaining the strategy of low investment balances. However
we needed to be further convinced of the need to add Canadian and
Australian banks to the lending list as the increase in the number of overseas
banks used would increase exposure to risk. We wanted a better
understanding of the current number of banks actively used for investments to
further understand the likelihood of the overseas banks being called upon for
use. We asked that a report be compiled on this for the March meeting of the
Committee. We further proposed that only: UK banks & building societies,
Money Market Funds, and the Debt Management Office were used until the
report back in March. Officers agreed that this proposal was workable and the
Corporate Committee’s comments would be reported to the Overview and
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Scrutiny Committee who were considering this report at their meeting on the
06™ February 2012.

The policy alluded to how the debt portfolio for the HRA would be split. We
felt that there should be a future discussion on the HRA when the council
considers decisions on Housing Stock options. It was noted that the
borrowing limits on the HRA would need to be reviewed once decisions are
made about future HRA borrowing in light of the decisions on Housing stock
options.

WE RECOMMEND

Treasury Management Strategy Statement 2012/13 - 2014/15

i)

The approval of the proposed Treasury Management Strategy Statement
(TMSS) and prudential Indicators for 2012/13 to 2014/15 at Appendix 5 of the
Financial Planning report to Council.

In respect of the above recommendation, and in reference to the Treasury
Management Strategy Statement Annex 6; Lending list of counterparties for
investment, that only UK banks & building societies, Money Market Funds,
and Debt Management Office facilities are used. This recommendation is
already incorporated within the TMSS to be approved by Council. Corporate
Committee will consider a further report in due course considering the
potential inclusion of some non UK banks. Any resultant recommended
change will be part of a further report to Council for its approval.
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Haringey Council
To be added by
Report for: Full Council Item the Committee
28" February 2012 number Section
Title: Financial Planning 2012-13 to 2014-15

Report authorised
by :

J/Paﬂﬂv blll -

Director of Corporate Resources

Lead Officer:

Kevin Bartle: Assistant Director - Finance

kevin.bartle@haringey.gov.uk

Telephone 020 8489 5972

Ward(s) affected:

All

Report for Key/Non Key Decision:

Key

Page 1 of 21
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Haringey Council

1. Purpose of the report

1.1 To approve the Final Budget and Council Tax for 2012-13, Medium
Term Financial Plan 2012-15 including the Capital Programme,
Housing Rent increases and Tenants’ Service Charges.

2. Introduction by the Cabinet Member for Finance and Carbon
Reduction - Councillor Joe Goldberg

2.1 | am proud to present the Cabinet’s proposals for the Budget 2012-13
and the Medium Term Plan 2012-15.

2.2  Central government cuts to our budget have made it impossible to
maintain the same depth and breadth of services that we used to
enjoy, with a programme of £84m worth of savings needing to be
made over the three years. In this context it has been difficult to make
the speed of progress against our One Borough agenda, not least
because of other government initiatives and policies which in my view
are hitting the poorest and most vulnerable in our society the hardest.

2.3 Itis important to restate my belief that these cuts are too far and too
fast, and | feel deeply the punishing effect this has had on both those
who rely on our Council services, and on our local economy. Not
withstanding this, | believe that thanks to officers of the Council, and
good union relations we are as the latest letter from the external
auditors says, well placed in terms of “financial resilience” to renew
our fervour to take Haringey forwards.

2.4 I have thoroughly enjoyed the conversation | have had with residents
during our extensive budget consultations. Whether in Highgate or
Tottenham, Muswell Hill or Wood Green, Hornsey or Northumberland
Park, | have been heartened by the levels of support for our stated
priorities and by the many people who were even willing to make a
greater contribution in order to support such initiatives.

2.5 However, these are extremely difficult times, and it is clear to me that
the government’s deficit reduction programme is failing. it is alarming
to see the national economy returning to decline. We are, in my view,
seeing the direct knock-on effects of this in every service, with an
average of 55 new benefit claims a day being dealt with by our
customer services centre.

2.6  Inthat context we have been looking to identify how we might be able
to alleviate pressure on the pockets of all the households of our
borough, and | am delighted we are able to propose a freeze on
Council Tax for a third year in a row.

Page 2 of 21
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2.7.

2.8

2.9

210

2.11

212

On an average Band D, we recognise a 2.5% rise would have equated
to £29.61 over the year, or 57p a week, and we hope this saving will
be a little help to residents. But of course this will be dwarfed by the
2.5% extra tax that every resident is being asked to pay on almost
every item they purchase through the rise in VAT to 20%, or for
commuters the 7% rise in fares that will leave residents £104 worse off
on average.

| am absolutely passionate that residents should get the best from
their Council and for the place they have chosen to make their home,
to raise their families and to make a living and we do not take the
contribution our citizens make for granted in any way.

In that context the last year has of course been difficult for both the
Council and residents of Haringey. We have experienced the riots of
last August; we are facing challenges to our local family of schools;
changes to housing and welfare that in my view will return many
vulnerable families to poverty; and unemployment rising faster than
the London average with now over 1 in 3 young people unemployed.

That is why we will continue to press the case for fair funding for our
schools and for our council. By the government’s own calculations
Haringey’s proportional reduction in spending power has been some
13 times greater than Richmond upon Thames, and some 30 times
greater than Dorset.

Recent analysis we have done now shows that despite dealing with
similar levels of deprivation and poverty than neighbouring boroughs
of Hackney and islington, we receive significantly less support from
central government. For example, on Formula Grant alone we receive
£338 per head less than Hackney, equating to a £77m gap, while on
our schools grant we receive £1505 less per pupil. | raise this because
plans to reform the local government finance regime will use 2010 as a
comparative benchmark, potentially leaving the borough with a high
level of structural disadvantage.

| set out the diagram below which | presented to the Cabinet and
Council last year. This shows that the effect of government decisions
was to re-distribute resources from Councils with high levels of
deprivation to other areas. The deepest reductions were faced by the
Boroughs with the highest levels of deprivation such as Haringey.

Page 3 of 21
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Change in estimated 'revenue spending power'

2011-12 - post transition grant plotted against IMD 2007
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2.13 This picture is more stark when levels of deprivation (as measured IMD
Score) are compared with the amount of grant per head across all
London authorities, (see graph below). The local authorities above the
line receive more grant per head than average in London based on
their deprivation score, while those below the line receive less grant

per head.
Grant per Head of population against 2010 IMD scores
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2.14 | hope Councillors of all parties will recognise and accept the
unfaimess inherent in these figures, and in particular | commend the
recent Joseph Rowntree Foundation report which “explores how
budget cuts will affect the capacity of local government to meet the
needs of more deprived households and communities.” There is real
concern that more deprived groups will suffer the most. This report
provides early, systematic evidence of the scale of the cuts and of
how local councils are grappling with these issues. If you would like to
read it further you can find a copy here:

www.jif.org.uk/sites/files/jrf/communities-recession-services-full. pdf

2.15 Notwithstanding our concerns, we believe it is imperative we assert
the role of your locally, democratically elected government to pursue
an agenda to raise the standard of living life for all our residents.

2.16 Woe believe that not only means tackling inequality head on, but taking
the action we need to create greater shared prosperity for all. This is
what we call our shared ambition for the Better Society, and what we
mean when we talk about One Borough One Future.
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2.17 Overwhelmingly residents from across the borough, whether in area
forums or at budget consultations have called for action on jobs. It is
clear to me that with the scrapping of the EMA which benefited some
3,700 young people; the rise in tuition fees, which has seen a 9%
decline in applications to university this year; and the scrapping of the
Future Jobs Fund and replacing it with a privately-led Work
Programme that just isn’t working, we are in real danger of seeing
another lost generation of young individuals, with their talents going to
waste.

2.18 That is why in addition to capital announcements to support the
Northumberiand Park Regeneration that will see £400m worth of
investment go into a ward which is the 5™ poorest in London, we have
created a one-off pool of money to take action on unempioyment. In
the spring of this year we will launch a Jobs Programme worth at least
£3.5m seeking match funding to create jobs and opportunities for the
young people of our borough.

2.19 This is just the first of what | hope will be a series of bold, ambitious
initiatives around how we can return our local economy to growth,
create a better place for all people to live and work, a stronger sense
of community cohesion, greater levels of equality and opportunity and
ultimately a Better Society

Page 6 of 21
M:\Documents and Settings\ficfmxi\Local Settings\Temporary Internet Files\OLK 1\Report v7a 16 Feb (3).doc



Page 21

Haringey Council

3. Recommendations

a) To note the proposed Budget package agreed by the Cabinet
on 7" February 2012 [report to the Cabinet included as
Appendix 7 to this report];

b) To approve the Medium Term Financial Plan to March 2015 as
set out in Appendix 1 and cash limits 2012-13 as set out in
Appendix 2;

c) To approve the General Fund budget requirement for 2012-13
of £278.450m, net of Dedicated Schools Grant, as set out in
Appendix 1;

d) To approve the Capital Programme to March 2015, comprising
spending and funding of £204.880m as set out in Appendix 7
to the Cabinet report of 7" February 2012 [attached as
Appendix 7 to this report);

e) To approve the Housing Revenue Account Budget 2012-13
and Medium Term Financial Plan to March 2015 as set out in
Appendix 6 to the Cabinet report of 7" February 2012
[attached as Appendix 7 to this report);

f) To approve the housing rent increases [average increase of
£6.55 (7.5%) per week] set out in paragraph 4 of Appendix 6 to
the Cabinet report of 7" February 2012 [attached as Appendix
7 to this report];

g) To approve the tenants’ service charges set out in paragraph 5
of Appendix 6 to the Cabinet report of 7" February 2012
[attached as Appendix 7 to this report];

h) To note the Greater London Authority precept [paragraph
6.14];

i) To approve the reserves policy set out in Appendix 4a;

j) To approve the estimated level of un-earmarked general fund
reserves as at 31 March 2012 of £10.5m and specific and
other reserves as set out in Appendix 4b;

k) To note the Budget Scrutiny recommendations made by the
Overview and Scrutiny Committee and the response of the
Cabinet set out in Appendix 8 to the Cabinet report of 7"
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February 2012 [attached as Appendix 7 to this report];

) To note the report of the Chief Financial Officer under Section
25 of the Local Government Act 2003 at paragraphs 7 and 8 on
the robustness of the estimates and the adequacy of proposed
reserves;

m) To approve the Treasury Management Strategy Statement
2012-13 set out in Appendix 5;

n} To pass the Budget Resolution in the specified format as set
out in Appendix 6 and to approve the consequential freeze in
the Council’s element of Council Tax for 2012-13.

Other options considered

In accordance with legislation and the Council’s Constitution, this
report proposes the Council should note the proposed Budgst
package agreed by the Cabinet on 7™ February 2012, approve the
Budget 2012-13 and Medium Term Financial Plan to March 2015, and
approve the Council Tax for 2012-13. Accordingly no cther options
have been considered.

Background

On 7" February 2012 the Cabinet proposed to the Council a Budget
package including a revenue Budget for 2012-13 of £278.4m, with an
additional £208.503m indicative Dedicated Schools Grant and a
Capital Programme to March 2015 of £204.880m. This was subject to
the decisions of levying and precepting authorities. The report
highlighted that significant savings still have to be identified to deliver
balanced budgets in 2013-14 and 2014-15. The Cabinet report of 7"
February 2012 [attached as Appendix 7 to this report], and the
subsequent Budget package recommended to the Council by the
Cabinet, are the subjects of debate at this Council meeting.

This final report addresses:
o The Final Local Government Finance Settlement 2012-13;
Budget consultation;
The decisions of levying bodies and precepting authorities;
Consequential changes from the above;
Considerations in setting the Council Tax;
The robustness of the Council’'s Budget process;
The adequacy of the Council’s reserves;
The Treasury Management Strategy Statement 2012-13.

000 0O 00
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The report concludes by presenting the Budget Resolution to set the
Council Tax for 2012-13.

Key Developments

Final | ocal Government Finance Settlement 2012-13 and other
changes

The details of the final Local Government Finance Settlement 2012-13,
announced on 31* January 2012, were reported to the Cabinet on 7™
February 2012. There have been no other funding announcements or
the provision of other information by the government that would
change the key assumptions underpinning the Cabinet’s proposals to
the Council regarding the MTFP 2012-15, the HRA, the Capital
Programme and the Revenue Budget 2012-13.

Any such changes that do occur following the Council’s approval of
the Budget 2012-13 will be reported to the Cabinet as part of the
normal Budget monitoring and Financial Planning processes.

Budget Consultation

The Council informed, consulted and engaged residents and
businesses from November 2011 to January 2012. i has therefore
fulfilled its duties on budget consultation contained in the Local
Government Finance Act 1992,

The consultation was undertaken using both an online and paper
questionnaire which included factual information about the Council’s
budget and its services. In addition 10 public meetings were held, led
by Councillor Goldberg, Cabinet Member for Finance and Carbon
Reduction. A senior Finance Officer attended each meeting and
presented key financial detail to inform discussion and to support
Councillor Goldberg in answering questions. Staff from the
Communications team also attended to take notes.

When asked about how they felt about a 2.5% rise in Council Tax,
53% of responses were not supportive of an increase; the remainder
being either ambivalent or supportive.

The consultation also sought to establish the extent to which people
agreed with the Council’s ‘five areas for action’. Overall there was
strong support for all five areas. The biggest areas supported were:
81% supporied growing jobs, 78% supported driving excellence
across the Council’s services, and 73% supported the actions for
young people.
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6.7 Informed by these consultation responses, the Cabinet’s budget
package proposals agreed on 7" February 2012 include a one-off
contribution of £2m to support worklessness, investment of £700k
[on-going] to support the Council’s work on re-generation in
Tottenham, and the creation of a ‘One Borough One Future Fund’
through a one-off contribution of £1.2m. The Fund wiil support
projects which enable innovation and change, stimulate new ideas and
ways of working and help the Council to focus on delivering its
priorities.

6.8 The detailed responses to issues and answers to questions raised
during the consultation are being analysed and it is intended to make
a detailed report available on the Council's website.

Levying Bodies

6.9 The Board of the North London Waste Authority [NLWA] met on 10%
February and agreed an overall levy of £40.6m for 2012-13 [£43.5m in
2011-12] of which £6.2m is the levy to this Council [£6.8m in 2011-12).
This reflects a reduction of 8.6%.

6.10 Over the medium term the latest planning assumptions of the NLWA
suggest an increase in the levy of some 45% in 2013-14 followed by
increases of 1.6% in 2014-15 and 4.1% in 2015-16. The increase for
2013-14 reflects the intention to use forecast balances of some £17m
as a contribution to the funding of the 2012-13 budget. Future years’
forecasts do not therefore include any assumption on the availability of
any balances to offset the levy increases over this period. This recent
and material decision of the NLWA means the previously assumed
provision for an increase in the levy on the Council of £1.1m in 2012-
13 is not required but is required in 2013-14. Accordingly that sum has
been re-profiled to 2013-14 as shown in Appendix 3.

6.11 Haringey’s proposed MTFP 2012-15 reflects the overail budget
implications of these assumptions. Accordingly no other changes are
proposed at this stage.

6.12 The levy from the Environment Agency for 2012-13 has been
confirmed as £170k, the same as in 2011-12,

6.13 The levies from the London Pensions Fund Authority in respect of
residual employer liabilities, the Lea Valley Regional Park Authority and
the London Borough Grants Scheme have all also been notified, and
collectively total £875k [2011-12: £937k]. These changes have been
reflected in the draft Budget 2012-13.

Page 10 of 21
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The Greater London Authority Precept

6.14 The Mayor’s consolidated budget requirement for the Greater London
Authority [GLA] was agreed by the London Assembly on 9™ February
2012. In the light of that decision, the Mayor has set the amounts of
Council Tax for the GLA and agreed the issue of GLA precepts for
2012-13. The Band D Council Tax proposed by the GLA is £306.72 in
2012-13, a reduction of £3.10 on the 2011-12 level of £309.82.

Consequential Changes

6.15 Some items of budgeted expenditure in 2012-13 on inflation and on
non-service revenue have been re-allocated between base budget and
new growth since the Cabinet meeting on 7™ February 2012. Those
changes have no effect on the overall budget package including cash
limits proposed by the Cabinet.

6.16 The proposed net Revenue Budget for 2012-13 is £278.450m,
representing a reduction of £7.7m [2.7%] compared to 2011-12; with a
£208.503m indicative Dedicated Schools Grant and a Capital
Programme to March 2015 of £204.880m.

6.17 The Haringey part of the Band D Council Tax is £1,184.32 [no increase
compared to the 2011-12 level).

6.18 The overall Band D Council Tax, including the GLA precept, is
£1,491.04 [a reduction of £3.10 compared to the 2011-12 level as a
result of the reduction in the GLA precept from £309.82 to £306.72].

6.1 The MTFP to March 2015, including the Budget 2012-13 and the
Council Tax Requirement, is shown in appendices 1, 2 and 3.

6.20 The draft Budget for 2012-13 is balanced. However, savings of £6.1m
in 2013-14 will be required. Going forward into 2014-15, at its meeting
on 7" February 2012, the Cabinet was advised that the overall position
was particularly very uncertain and the current projections were
highlighting a budget shortfall of £19m, which could vary either way.
This will be subject to review on an ongoing basis. !t has to be
recognised that the ongoing austerity in public finances is expected to
continue until at ieast 2017.

6.21 The Council has made and will continue to make strenuous efforts to
influence the government to recognise the inequity of the impact of the
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6.22

6.23

6.24

6.25

6.26

6.27

6.28

6.29

current arrangements on the Council’s finances and to make changes
to deliver increased funding in future.

Considerations in setting the Council Tax

The Localism Act 2011 gives electors the right to veto excessive
Council Tax rises from April 2012. Councils that set ‘excessive’ tax
increases above a ceiling approved by Parliament each year would
automatically trigger a referendum in their area.

For 2012-13 the ceiling for authorities such as Haringey is an increase
of 3.5% in its ‘relevant basic amount of council tax’.

The relevant basic amount of council tax is different to the ‘basic
amount of council tax’. The latter is the Band D tax charge to
taxpayers, as shown in paragraph 6.17, above. The basic amount of
council tax is also used to establish a council's eligibility for the
council tax freeze grant - see paragraph 6.32 below.

The relevant basic amount of council tax excludes amounts
attributable to levies from the council tax requirement.

The DCLG point out that it is not necessarily the case that a council
which qualifies for Council Tax Freeze Grant will automatically avoid a
Council Tax referendum.

The concept of "relevant basic amount" is only significant in the
context of the determination by a council of whether it is setting a
Council Tax which will trigger a referendum. For all other purposes, the
definition of basic amount of Council Tax [i.e. the actual Band D
amount] - which includes the cost of levies - continues to apply as it
has for many years. The legislation was framed in this way so that a
referendum would not be triggered by the actions of a levying body
over which the council to which a levy is issued may have no control
at all.

In 2012-13, Haringey’s levies have reduced by £0.7m in 2012-13 over
2011-12 [see paragraphs 6.9 — 6.13]. This results in an increase in
relevant basic amount of council tax of 0.73%. Such an increase is
‘not excessive’, in terms of the ‘ceiling’ set by the government as
explained at paragraph 6.23, above. The Council is therefore
recommended to resolve the increase is not excessive at paragraph 6
of the Formal Budget Resolution at Appendix 6.

Accordingly on the basis of the Cabinet’s proposals for no change in
Haringey’s part of the Council Tax, no referendum will be required.
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6.30

6.31

6.32

6.33

6.34

6.35

The government has confirmed councils that freeze or reduce tax in
2012-13 will receive additional one-off funding equivalent to the
additional income that would result from an increase of 2.5% on their
2011-12 Council Tax level. This new one-off grant would be in addition
to the similar grant funding provided in the Spending Review for the
four years 2011-15, in respect of the freezing of Council Tax in 2011-
12.

In considering the level of its Council Tax for 2012-13 the Council
should have regard to:

o The level of non-Council Tax funding resources that will be
available in each of the next three years;

o The on-going demand for services;

o The views of residents, trade unions, businesses and other
interested parties;

o The level of efficiency savings and service reductions that can
realistically be delivered,

o The criteria for council tax referenda determined by the
government;

o The conditions relating to, and the level of grant being offered
to counciis who freeze their Council Tax increase in 2012-13;

o The general economic climate and the additional financial
burden any increase would have on Council Taxpayers.

The Cabinet’s Budget package proposals include no increase in
Haringey’s Council Tax in 2012-13, and the consequential receipt of
additional Council Tax Freeze Grant of £2.5m for 2012-13 only.

The projected income from Council Tax in 2012-13 is £103.011m
based on 86,979 Band D equivalent properties (an increase of 412
over the taxbase for 2011-12) and a collection rate of 96% (2011-12
96%).

The Council Tax income for 2012-13 is anticipated to be £511k higher
than planned in 2011-12, predominately as a consequence of the
increase in the taxbase noted above [£487K], together with a minor
technical revision of £24k to the 2011-12 base budget.

These changes result in total available funding [the ‘Budget
Requirement’} for 2012-13 shown in Appendix 1 of £278.450m, as
shown in paragraph 3, recommendation c), above. The corresponding
recommendation b) at paragraph 3 of the report to the Cabinet on 7"
February 2012 {at Appendix 7 of this report] showed a Budget
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Requirement of £278.4m, which excluded the £24k change referred to
at paragraph 6.34, above.

7 Robustness of the Budget process

7.1 The Chief Financial Officer is required by Section 25 of the Local
Government Act 2003 to report on the robustness of the estimates
made for the purposes of final budget calculations.

7.2 The government has established a programme of public spending
reductions, set out in its Spending Review of 2010 which includes
average funding reductions of 29% for local authorities over the four
years 2011-15. In addition the government has embarked on a range
of far-reaching changes across the public sector, details of which have
been reported to the Cabinet in successive reports since July 2010.

7.3  For Haringey, the financial consequence of the Spending Review was
the need to identify reductions in planned spending of some £84m by
2014. Savings totaling over £62m by 2014 were identified and
approved in February 2011, £41m of which was included in the
Council’'s revenue budget for 2011-12.

7.4  To meet the unprecedented scale of this financial challenge, the
Council developed a strategic approach, the key elements of which
are 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.

7.5 The Cabinet's proposals are consistent with that overall strategic
approach the Council agreed last year and which drove the proposals
for the Budget 2011-12 and the MTFP 2011-14.

7.6 The Cabinet has previously agreed a number of proposals at its
meetings in July, October and December 2011 and February 2012
which result in a proposed balanced budget for 2012-13, a budget
shortfall of £6.1m for 2013-14, and a potential shortfall of £19m in
2014-15, that figure being the best assessment that can be made at
this time as noted at paragraph 6.20, above.

7.7 The 2011-12 Budget required the delivery of an unprecedented £41m
of reductions in planned spending. The Council can be encouraged
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7.8

7.9

7.10

7.1

712

7.13

8.1

8.2

that the current year’s outtum is forecast to be within budget. This
level of control and service and financial discipline will continue to be
required over the medium term to deliver the forecast savings to 2015
and beyond. The latest formal letter of the Council's external auditor
expresses the view that the Council is well placed in terms of financial
resilience.

As in 2011-12, the Budget proposals for 2012-13 include a designated
£2m contingency sum. In addition a further sum of £800k is proposed
to mitigate the risk of slippage in delivery of savings proposals in
2012-13. While the Council’s Bad Debt provision will also be increased
by £500k.

The Budget proposals have been subject to detailed consideration by
the Scrutiny process, and the Cabinet has undertaken wide
consultation with residents and businesses.

The Budget process is complemented by the regular cycle of Budget
Management and Performance Review. This involves detailed
evaluation of budget, performance and workforce information at both
Cabinet member and senior officer levels. The Council’s Risk
Management process also underpins all of these activities.

The report to the Cabinet in February 2012, and previous reports
during 2011, specifically identified the major financial risk areas which
needed to be taken into account in developing budget proposals.

Accordingly, the Chief Financiat Officer is satisfied the arrangements
set out above constitute a robust process for the budget calculations
underpinning the Cabinet’s proposals for the Budget 2012-13.

The Cabinet and Council will need to continue to pursue the
identification and delivery of the anticipated additional savings
required from 2013-14 onwards.

Adequacy of Reserves

Section 25 of the Local Government Act 2003 [‘the 2003 Act’] also
requires the Chief Financial Officer to report on the adequacy of the
proposed level of financial reserves. The Council’s Reserves Policy is
set out at Appendix 4a, which the Council shouid formally review each
year.

As reported to the Cabinet on 7" February 2012, it is projected that
the Council will have un-earmarked General Fund Reserves of £10.5m
as at 31* March 2012, being the same level as at 31% March 2011.
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8.3

8.4

8.5

8.6

8.7

8.8

8.9

8.10

This assumes a balanced position for the current year’s financial
outturn.

Given the scale of the spending reductions the Council has to deliver
over the period 2012-15 (and beyond) and the risks set out below it is
proposed these reserves should not be used to pay for on-going
spending and wherever possible, earmarked reserves should be
maintained at their current levels.

The Council holds a number of reserves which are detailed in
Appendix 4b and can be categorised as follows:

1. Un-earmarked (general) Reserves. These are held to cover the
net impact of risks, opportunities and unforeseen emergencies;

2. Earmarked (specific} Reserves. These are held to cover specific
known or predicted financial liabilities;

3. Other Reserves. These relate to ring-fenced accounts which
cannot be used for General Fund purposes e.g. the Housing
Revenue Account and schools.

In addition the Council’s contingency budget of £2m is continued in
2012-13.

Appendix 4b also shows the projected movement on the reserves for
both the current year 2011-12 and 2012-13. These reserves have been
reviewed in detail and the level of these reserves is judged to be
adequate.

It is imperative the un-earmarked general reserves are adequate to
meet the net financial impact of the risks and opportunities detailed in
the report to the Cabinet on 7" February 2012. These have been
assessed as £10.2m, as set out in Appendix 4¢. Accordingly the
proposed levels of general reserves set out in paragraph 8.2, above,
are judged to be adequate within the meaning of the 2003 Act.

No change in the Council’s Reserves policy is recommended.
Redundancies

In February 2011, the Council was facing estimated redundancy costs
of £25m. As previously reported to the Cabinet, the Council has
applied for, and been granted, approval to capitalise some of these
costs thus precluding the need to draw down that element from
reserves (but spreading the costs over a number of years).

Approval to capitalise costs of £5m over two years has been granted
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and a revised forecast of costs has now been made. The latest
estimate, therefore, of funds to be drawn from reserves for the on-
going redundancy programme is now reduced to circa £20m and this
is reflected in the reserves forecast attached to this report as
Appendix 4b. Redundancy costs may increase further as future
savings proposals are delivered over the MTFP period and beyond.

Treasury Management

The Treasury Management Strategy Statement [TMSS] for 2012-13
[set out in Appendix 5] was recommended for approval by Full Council
by Corporate Committee on 23™ January 2012. Overview and Scrutiny
Committee considered it on 6™ February 2012 as part of the scrutiny
process and in accordance with the CIPFA Treasury Management
Code of Practice. This report sets out the proposed strategy, following
revisions made by Corporate Committee, with regard to borrowing and
investment of cash balances and the associated monitoring
arrangements. Overview and Scrutiny Committee received the TMSS
following revision but requested no further changes and noted the
formulation of the TMSS, as revised, by the Corporate Committee.

The pattern of short term interest rates being significantly lower than
medium and long term rates is expected to continue throughout 2012-
13. Therefore the strategy proposes to continue keeping cash
balances at a minimum investing short term and only borrowing when
necessary.

The investment section of the TMSS proposes a lower minimum long
term credit rating of A- for UK banks the Council can lend to,
compared to A+ in 2011-12. This is still defined as “high credit
quality” by the credit rating agencies and, given the substantial
govemment ownership of two UK banks, it is considered this is still a
prudent approach to investing. Corporate Committee did not support
a proposal to add a select range of non-UK banks and so they have
been removed from the TMSS as presented in this report. However,
Corporate Committee have indicated they wish to revisit this particular
decision at a later meeting of their Commitiee.

The proposed prudential indicators are based on the Capital
Programme as reported to the Cabinet on 7" February 2012. Any
future decision by the Council to undertake new borrowing for housing
will require a review of the prudential indicators. Any consequent
required revisions will need to be approved by full Council.
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9.5

9.6

9.7

9.8
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10.1

10.2

10.3

10.4

10.5

Since the report was presented to Corporate Committee, a number of
changes have been made, as set out below, in addition to the removal
of the non-UK banks discussed above.

The upper limits on the percentage of fixed term debt which can
mature in any one period have been reviewed on request of Corporate
Committee and revised downwards to ensure they provide an effective
control whilst also providing sufficient flexibility.

In addition, adjustments have been made to update the position on
the level of capital expenditure in 2011-12 and the proposed methods
of funding the Capital Programme in the next three years.

Now that the final amount of HRA debt to be repaid as part of the
introduction of self-financing has been confirmed along with the
methodology for doing it, the figures have been updated to reflect this.
The proposed method of splitting debt between the General Fund and
the HRA following self-financing which was agreed by Cabinet on 20"
December 2011 has been added to the TMSS, which the Council is
recommended to approve.

The Council, on approving the TMSS, will also be approving the
Treasury Policy Statement set out in annex 1 of Appendix 5.

Summary and Conclusions

This report finalises the 2012-13 Budget and proposes no increase to
Council Tax.

The level of financial reserves is also reported and those levels are
considered to be adequate.

The Localism Act 2011 has made significant changes to the Local
Government Finance Act 1992, and now requires billing authorities
such as Haringey, to calculate a Council Tax Requirement for the
budget year, not its Budget Requirement as previously, The Council is
also required to determine whether its increase in Council Tax for
2012-13 is ‘excessive’ and if so would trigger a referendum.

The recommendations of the Cabinet are reflected in the formal
Council Tax Resolution in Appendix 6.

This is the second year of the public spending reductions set out by
the government in the Spending Review 2010. The implications of
those reductions continue to pose major challenges to the Council,
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Additionally, as reported to the Cabinet on 7" February 2012, it is clear
that financial austerity will continue until at least 2017.

10.6 Over this period of funding reductions, the demand for the Council’s
services will continue to increase. It is also likely that interest rates and
welfare related spending will increase.

10.7 The Medium Term Financial Plan 2012-15 recognises these drivers
and risks, but it remains essential the Cabinet and Council keep the
key assumptions under close review, identify and deliver the requisite
level of savings, maintain financial discipline and control, focus on
their highest priorities and strive to improve further the value for
money the Council secures from its diminishing resources.

1 Legal

11.1  Under Regulations made under the Local Government Act 2000
calculation of the council tax and adoption of the annual budget must
be made by Full Council on the recommendation of Cabinet.

11.2 In considering decisions on the budget, and the level of council tax,
the Council must take into account this report from the Director of
Corporate Resources, as the Section 151 Officer, who has a statutory
duty to report on the robustness of the estimates and the adequacy of
the proposals for reserves.

11.3 The Council may take decisions which are at variance with this advice
provided there are reasonable grounds so to do. However Members
must take into consideration their exposure to personal risk if they
disregard clearly expressed advice.

11.4 The Council has a legal duty to set a lawfully balanced budget and
adoption of the recommendations in this report would fulfill the
statutory obligations in this regard.

11.5 The requirements of the Local Government Finance Act 1992 have
been amended significantly by the Localism Act 2011 and a new
methodology for arriving at the basic amount of council tax chargeable
in the ensuing financial year is being implemented for the first time.

11.6 The Council must calculate its expected outgoings and income for the
year. Where the expected outgoings exceed the expected income the
difference is the Council’s council tax requirement for the year. The
relevant basic amount of Council tax for the year is calculated by
dividing the council tax requirement after the deduction of levies by
the council tax base.
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11.7 The Council is required to determine whether its proposed relevant
basic amount of council tax is excessive on the basis of criteria set by
the Secretary of State. For the forthcoming financial year an increase
in excess of 3.5% is regarded as excessive. Where an excessive
increase is proposed there is a duty to hold a referendum prior to any
implementation of such increase. With the proposal for a nil increase
in the level of council tax, subject to the requisite technical calculation,
the Council is entitied to conclude in accordance with the Direction
issued by the Secretary of State, that the relevant basic amount of
council tax is not excessive.

11.8  Under Section 106 of the Local Government Finance Act 1992, any
Member who is in arrears of two months or more council tax must
declare it at the meeting and abstain from voting upon this report.

12 Equalities

12.1  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.

12.2  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 [EqglAs], starting with an initial screening which
considers whether there is a need for a full assessment.

12.3 A key element of the Council’'s EqlA 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 EqlA.

12.4  Accordingly the outcomes and recommendations of EqlAs should
form the Equality / Legal comments in any report. EqlAs are published
on the Council’s website where practicable are appended to the
relevant reports. Actions arising from EqlAs are included in Directorate
Business Plans to ensure these are implemented and progress
monitored.

13 Consultation

13.1  Public engagement and consultation remains a key central
government policy driver and is also a legislative requirement for a
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Haringey Council
wide range of functions. Proportionate public engagement and
consultation activity on the Council’s medium term financial planning
and budget setting processes have been undertaken as noted in
paragraphs 6.3 to 6.8, above. It is intended to prepare a detailed
report on issues raised during the consultation process which will be
placed on the Council’s website.
14  Appendices
1. Summary of the proposed MTFP to March 2015.
2. Business Unit Cash Limits 2012-13
3. Changes and Variations
4. Reserves:
4a: Reserves Policy
4b: Reserves and their Adequacy
4c: Risk Evaluation.
5. The Treasury Management Strategy Statement.

6. The Formal Budget Resolution

7. Cabinet Report of 7" February 2012: Financial Planning 2012-
13 to 2014-15.

156  Local Access to Information Act
15.1 The following reports are relevant:

o Financial Planning 2012-13 to 2014-15
(Cabinet 7" February 2012)

o Financial Planning 2012-13 to 2014-15
(Cabinet 20" December 2011).

o Financial Planning 2012-13 to 2014-15: mid year budget update
(Cabinet 4™ October 2011)

L S A
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Business unit cash limits

Appendix 2

Cash limit

£'000

Central Directorate Office (Adults & Housing) 965
Adults and Community Services 68,666
Community Housing Services 16,665
Aduits and Housing 86,296
Central Directorate Office (Place & Sustainability) 497
Front Line Services 27,904
Planning, Regen and Economy 2,718
Property 5,860
Leisure Services 1,776
Culture, Libraries & Learning 3,375
BSF Revenue / Direct Services / Prop & Contracts (342)
Place & Sustainability 41,789
Public Health 848
Public Health 848
Central Directorate Office (Corporate Resources) 202
Revenues, Benefits & Customer Services 7,275
Corporate Finance 5,188
Corporate Procurement 1,640
Legal services 2,296
Information Technology 13,015
Corporate Resources 29,615
Prevention and Early Intervention 11,173
Children & Families 49,024
Business Support and Development 1,133
Director's Budget (667)
Children&Young People’s Services 60,663
Chief Executive 2,277
Electoral Service 310
Human Resources 1,331
Organisational Development & Committee 862
Local Democracy 934
Policy, Intelligence & Partnerships 2,878
Communications 1,395
Chief Executive 9,986
Non Service Revenue 44,061
Inflation 3,770
Gov't Grant etc to be allocated 1,023
Transfers to/(from} Reserves 400
Non Service Revenue 49,254
Total Funding Requirement 278,450
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Haringey Council

Reserves policy

Background

1

Sections 32 and 43 of the Local Government Finance Act 1992 require
local authorities to consider the level of reserves when setting a
budget requirement. Section 25 of the Local Government Act 2003
requires the Chief Financial Officer (Section 151 Officer) to report
formally on the adequacy of proposed reserves when setting a budget
requirement. The accounting treatment for reserves is set out in the
Code of Practice on Local Authority Accounting.

CIPFA has issued Local Authority Accounting Panel (LAAP) Bulletin
No.55, Guidance Note on Local Authority Reserves and Balances.
Compiiance with the guidance is recommended in CIPFA’s Statement
on the Role of the Chief Financial Officer in Local Government.

This note sets out the Council’'s policy for compliance with the
statutory regime and relevant non-statutory guidance.

Overview

4

The Council’s overall approach to reserves will be defined by the
system of internal control. The system of internal control is set out,
and its effectiveness reviewed, in the annual Statement of Internal
Control and in the future incorporated within the Annual Governance
Statement. Key elements of the internal control environment are
objective setting and monitoring, policy and decision-making,
compliance with statute and procedure rules, risk management,
achieving value for money, financial management, and performance
management,

The Council will maintain:

e a general fund general reserve;
¢ ahousing revenue account (HRA) general reserve; and
e anumber of earmarked reserves.

General fund general reserve

6

The purpose of the general reserve is to manage the impact of
emergencies or unexpected events. Without such a reserve, the
financial impact of such events could cause a potential financial deficit
in the general fund, which would be severely disruptive to the effective
operation of the authority. The reserve should mitigate against
immediate service reductions if there were any unforeseen financial
impacts.
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The level of the general reserve is a matter for the Council to
determine having had regard to the advice of the S151 Officer. The
level of the reserve will be a matter of judgement which will take
account of the specific risks identified through the various corporate
processes. The level will be expressed as a target cash sum over the
period of the general fund medium-term financial strategy. The level
will also be expressed as a percentage of general fund requirement (to
provide an indication of financial context).

HRA general reserve

8

The purpose of the HRA general reserve is similar to the general fund
general reserve above except applied to the HRA.

Earmarked reserves

9

10

The purpose of earmarked reserves is to enable sums to be set aside
for specific purposes or in respect of potential or contingent liabilities
where the creation of a provision is not required.

The Council will maintain the following earmarked reserves:

1. services reserve: the net unspent balance of service budgets
where the Cabinet has agreed that such sums should be
carried-forward for use in subsequent years;

2. insurance reserve: funds set aside to meet internally-insured
liabilities where the creation of a provision is not required;

3. PFI reserve: funds set aside from specific PFl grant from the
government to meet payments to be made to the Council's
secondary schools PFl provider; this will be required to
manage lifecycle funds during the suspended services period;

4. infrastructure reserve: specific funds set aside for the planned
maintenance and renewal of infrastructure assets for IT and
Property including the transfer of revenue and capital
underspends from year to year;

5. transition reserve: funds set aside in respect of key financial
risks identified through the risk management process relating to
the restructuring of the Council and the savings required as part
of the Medium Term Financial Plan;

6. financing reserve: a reserve to enable multiple-year medium-
term financial strategies in the context of the annual budgsting
and accounting cycle;
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7. debt repayment / capital reserve: this reserve has previously
been used to set aside money that the Council has for repaying
outstanding debt in the future and/or for the purposes of setting
aside money earmarked for capital investment. This reserve will
now be utilised for redundancy costs;

8. major repairs reserve (HRA): the balance on this reserve
represents the amount unspent of the major repairs allocation
(MRA) and will be used to meet housing capital expenditure in
future years

9. schools reserve: the net unspent balance of delegated funds
managed by schools;

Management and control

11

12

13

The schools reserve, the insurance reserve, and the PFl reserve are
clearly defined and require no further authority for the financing of
relevant expenditure,

The use of all other reserves requires budgetary approval in the normal
way.

All reserves are reviewed as part of the budget preparation, financial
management and closing processes.

Reporting and review

14

15

The Council will consider a report from the S151 Officer on the
adequacy of the reserves in the annual budget-setting process. The
report will contain estimates of reserves where necessary. The General
Purposes Committee will consider actual reserves when approving the
statement of accounts each year.

The Council will review the reserves policy on an annual basis.
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Appendix 4b
RESERVES AND THEIR ADEQUACY

1. General Fund General Reserve

The judgement on the adequacy of the general fund general reserve needs to reflect
the risk management and financial control processes that are in place, and the
residual risk of emergencies or unexpected events. For this purpose identification of
the key risks is done in three ways:

¢ identification of risks during the financial planning and budget setting
process as set out in the main report;

¢ risk assessment of the agreed investment and savings proposals in the
agreed budget package, and;

* key risks identified, monitored and managed through the Council’s risk
management strategy and framework.

The calculation of the potential financial impact of these assessed risks has been
done and in the light of this, it is regarded that £10.5m is an appropriate farget level
for the general fund general reserve over the three-year financial planning period.
The risks set out in Appendix 4b assess a potential financial impact at £10.2m; the
Director of Corporate Resources therefore regards the £10.5m figure as a prudent
level to set aside.

The £10.5m target for general balances represents 4% of the Council’'s net budget
requirement for 2012-13.

2. Services Reserve

It is Council policy that service under and over spends are retained by the relevant
service subject to approval by the Cabinet in the year end financial outturn report.
This reserve earmarks those funds to be carried forward to the following financial
year.

3. Insurance Reserve

The insurance reserve is kept under review by the Head of Audit and Risk
Management with the assistance of the Council's insurance adviser. A key variable
is the split between this reserve and the level of insurance provision held elsewhere
in the balance sheet. The last actuarial review concluded that this reserve was at an
appropriate level. The Director of Corporate Resources is satisfied that the reserve
constitutes adequate protection in respect of the self-insured risk. This self-
insurance reserve is in addition to the separately procured insurance with a
consortium of other London boroughs.

4. PFl Reserve

The PFI reserve reflects the new arrangements following the suspension of services
within the PFI contract. The opening figure reflects the remaining element after
taking into account the pre-payment previously included elsewhere in the balance
sheet. The reserve will be used to manage the lifecycle fund requirements for
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schools in the suspended services period during the Building Schools for the Future
investment programme.

5. Infrastructure Reserve

The infrastructure reserve is a key financing resource for the programmes of renewal
of assets for IT and property. This assists in spreading the costs of core
replacement of assets as well as managing asset improvement programmes. It is
current policy that revenue and capital underspends in these services are
transferred to this reserve for future use.

The infrastructure reserve will remain in place to spread the cost of future
infrastructure renewal programmes.

6. Transition Reserve

The Transition Reserve is specifically earmarked for the costs associated with the
Council's restructuring and savings programme.

This Reserve is to fund the associated transition costs of redundancies,
decommissioning, and investment necessary to deliver longer term efficiencies and
change. Given the scale of the transition programme within the period of the medium
term financial plan there is still an estimated cost of some £14m relating to the
redundancies as a result of the savings proposals still to be implemented. The
Council is continuing to seek government approval to capitalise this cost and to date
has received confirmation for £5.0m. The Director of Corporate Resources considers
that all of this reserve should be earmarked for redundancy costs.

7. Financing Reserve

The financing reserve is a key tool for managing the impact of financial plans from
one year to another. This reserve requires balances to be at different levels year to
year depending on the demand as identified through previous and current budget
plans. This includes an amount set aside for the Sustainable Investment Fund (SIF)
which supports invest-to-save projects designed to reduce the Council's CO2
emissions and reduce energy costs. The overall balance on the financing reserve at
31 March 2012 is estimated to be £8.0m.

8. Debt Repayment / Capital Reserve

This reserve has previously been used to set aside money that the Council has for
repaying outstanding debt in the future and / or for the purposes of setting aside
money earmarked for future capital investment. it had been considered to be used
to fund the impairment from the non-recovery of deposits in Icelandic banks,
however, central government have allowed this to be capitalised over twenty years
so this amount remains uncommitted. It has also been available to support the
capital programme. However, given the scale of the redundancy costs the Council is
to incur, this reserve will now be utilised and applied to these costs.
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9. HRA reserve

The judgement on the adequacy of the HRA general reserve needs to reflect the risk
management and financial control processes that are in place, and the residual risk
of emergencies or unexpected events. This risk evaluation also needs to take into
account the change in the financing of the HRA from 1% April 2012 and the account
moving to be self-financing.

In the light of this, £7.5m is regarded as an appropriate target level for the HRA
general reserve over the three-year financial planning period which the Director of
Corporate Resources considers to be a prudent level. This represents approximately
9% of the HRA turnover for 2012-13,

10. HRA Major Repairs Reserve

The balance on this reserve represents the amount unspent of the major repairs
allocation (MRA) and will be used for future housing capital spend. This has been
inflated in recent years as the government has allowed Decent Homes funding to be
brought forward. However due to changes in the HRA financing from 1% April 2012
this will be changing and currently it is not anticipated there will be any extra
resources to go into this reserve after the 2012-13 capital programme has been
financed.

11. Schools Reserve

The amount in the schools reserve is a consequence of the funding and spending of
individual schools. A proportion of it reflects earmarked funding for future schools
projects. The current expected level of the reserve at £1m represents 0.5% of the
schools core funding. The projection for 2012-13 will not be finalised until individual
schools budgets are calculated, which is subject to the pupil count data. A loan
scheme has been introduced with the agreement of the school’s forum, which acts
like the Council’'s own Sustainable Investment Fund (SIF) and allows schools to
borrow to invest in energy and carbon reducing improvements that can be repaid
back to the general schools balances.
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12. Overall

The estimates of the reserves position, including earmarked and un-earmarked
reserves for the General Fund, schools and the HRA are detailed in the table below.

Actuals Forecast to Forecast to
Reserve 31.03.11 31.03.12 31.03.13
£m £m £m

Non-earmarked

General Fund Balance 10.6 10.5 10.5
Total Non-earmarked

Reserves 106 10.5 10.5
Earmarked

Services Reserve 4.8 4.7 1.6
Insurance Reserve 89 8.0 8.0
PF| Reserve 7.2 5.0 4.8
Infrastructure Reserve 2.4 1.9 0.4
Transition Reserve 1.8 1.8 1.8
Financing Reserve 8.5 8.0 5.0
Debt Repayment/Capital

Reserve 13.3 12.5 8.2
Total Earmarked Reserves 46.9 41.9 29.8
Other Reserves

HRA 8.0 7.5 7.5
Major Repairs (HRA) 0.0 0.0 0.0
Schools 2.6 1.0 1.0
Total Other Reserves 106 8.5 8.5
Total 68.1 60.9 4838
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Appendix 4c
Adequacy of Reserves - Risk Assessment
Three key assessment areas:
1. Identification of risks during the financial planning and budget
setting process as set out in the main report;
2. risk assessment of the agreed investment and savings
proposals in the proposed budget package, and;
3. key risks identified, monitored and managed through the
Council's risk management strategy in the corporate risk regsiter.
Gross
Budget Residual
Exposure Risk Impact
£m % £m
1. Budget Process
Adult Social Care 50
Childrens Services 24 A medium level risk
Housing 10 assessment has been
Capital Financing 40 applied to the budget
Revenue streams 50 amount potentially at risk 20.0
2. Savings Proposals
Medium risk on savings
- Delivery Programme 20 proposals for 2012-13 3.0
- Transition costs (e.g. Very high risk of
redundnacies) 14 significant financial impact 14.0
Low risk assessment on
variety of risks within the
3.Corporate Risk Register 28 corporate risk register 2.0
4. Unidentified Risks 1.0
Less earmarked reserves and
contingencies for the above - 29.8

Grand Total 10.2
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Appendix 5

Treasury Management Strategy Statement
and investment Strategy 2012-13 to 2014-15

. Background

CIPFA Treasury Management Code of Practice

Self financing of Housing

Balance Sheet and Treasury Position

Borrowing Strategy

Investment Policy and Sirategy

Use of Financial Instruments for the Management of Risks
Outlook for Interest Rates

Balanced Budget Requirement

10.MRP Statement

11.0ther Issues

Annexes

. Treasury Policy Statement

. Detail of Treasury Position

A: General Fund Pool
B: HRA Pool

Summary of Prudential Indicators
Arlingclose’s Economic and Interest Rate Forecast
Specified Investments

Lending List of counterparties for investments
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Background

The Chartered institute of Public Finance and Accountancy’s Code of
Practice for Treasury Management in Public Services {the “CIPFA TM
Code”) and the Prudential Code require local authorities to determine the
Treasury Management Strategy Statement (TMSS) and Prudential
Indicators on an annual basis. The TMSS also incorporates the
Investment Strategy as required under the Communities and Local
Government (CLG) Department’s investment Guidance.

CIPFA has defined Treasury Management as:

“the management of the organisation’s investments and cash flows, its
banking, money market and capital market transactions; the effective
controf of the risks associated with those activities; and the pursuit of
optimum performance consistent with those risks.”

The Council is responsible for its treasury decisions and activity. No
treasury management activity is without risk. The successful identification,
monitoring and control of risk are integral elements of treasury
management activities and include Credit and Counterparty Risk,
Liquidity Risk, Market or Interest Rate Risk, Refinancing Risk and Legal
and Regulatory Risk.

The strategy takes into account the impact of the Council’s proposed
Revenue Budget and Capital Programme on the Balance Sheet position,
the current and projected Treasury position, the Prudential Indicators and
the outlook for interest rates.

The purpose of this report is to propose:

* An updated Treasury Policy Statement — discussed in Section 2
and set out in Annex 1

* Treasury Management Strategy - Borrowing in Section 5,
Investments in Section 6

e Prudential Indicators — these are detailed throughout the report and
summarised in Annex 3

e MRP Statement - Section 10

CIPFA Treasury Management Code of Practice

Adoption of the CIPFA Treasury Management Code of Practice is one of
the Prudential Indicators. The Council originally adopted the Code of
Practice in May 2002. Revisions to the Code in 2009 were reflected in
updated versions of all policies and procedures in early 2010,

In November 2011 a further revised version of the Code of Practice was
published. There are a number of minor amendments which have been
incorporated into this draft Treasury Management Strategy. The main
change is a requirement to update the Council’s Treasury Policy
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Statement to make reference to the Council’'s high level approach to
borrowing and investment. A proposed revised version of this Statement
based on CIPFA’s recommended form of words is attached at Annex 1.

Self financing of Housing

The removal of the housing subsidy system is being implemented through
a one-off reallocation of debt. The settlement of the reallocation is
expected to take place on 28™ March 2012 and will result in the Council
having a reduction in PWLB debt of £233.85m achieved by a proportional
repayment of each PWLB loan outstanding.

In line with guidance from CIPFA and in order to ensure transparency, it is
proposed that the Council’s debt portfolio is split into two pools — one for
HRA and one for General Fund. The CIPFA guidance states that in
separating the debt Councils must ensure that there is no detriment to the
General Fund and that the separation is a solution which is broadly
equitable between the HRA and the General Fund.

The proposed split of the debt is shown in Table 1 below. This has been
done by first allocating the intemal borrowing according to relative levels
of cash balances and then allocating the external borrowing according to
relative Capital Financing Requirements (CFRs). As discussed later in this
report, the CFR represents past capital expenditure to be funded through
borrowing which has not been repaid yet. The information which follows
in this report reflects the proposed method of splitting the debt.

Table 1: Splitting of Debt — General Fund and HRA

General Fund HRA Total

£000 £000 £000

PWLB 70,212 149,244 219,456
Market Loans 39,992 85,008 125,000
Local Authorities 14,398 30,602 45,000
Internal Borrowing 94 405 8,000 102,405
Total 219,007 272,854 491,861

Although it is proposed that there will be two debt pools going forward, all
the loans remain a debt of the overall Council and therefore the
responsibility of the Section 151 officer. This strategy statement covers
the management of both pools of debt. In the management of the two
pools of debt, internal transfers between the pools will take place when it
is beneficial to both pools to do this to avoid the Council incurring
additional cost.

HRA cash balances will continue to be managed in one pool with the
General Fund balances. Interest will be allocated to the HRA on the basis
of the monthly cash balance and the average rate of interest earned
across the combined pool.
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Balance Sheet and Treasury Position

The underlying need to borrow for capital purposes, as measured by the
Capital Financing Requirement (CFR), together with Balances and
Reserves, are the core drivers of Treasury Management activity. The
estimates for each pool, based on the current proposed Revenue Budget
and Capital Programmes, are:

Table 2a: Treasury Position — General Fund

31/03/2012 31/03/2013  31/03/2014 31/03/2015
Estimate Estimate Estimate Estimate
£000 £000 £000 £000
General Fund CFR 307,087 298,901 287,402 276,236
Less: Share of
Existing External Borrowing & 212,682 187,012 174,906 166,350
Other Long Term Liabilities
Internai Borrowing 94,405 82,305 77,305 72,305
Cumulative Net Borrowing
Requirement 0 29,584 3?,1 91 37,51
Table 2b: Treasury Position — HRA
31/03/2012 31/03/2013 31/03/2014 31/03/2015
Estimate Estimate Estimate Estimate
£000 £000 £000 £000
HRA CFR 272,854 272,854 272,854 272,854
Less: Share of
Existing External Borrowing & 264,854 219,066 202,334 193,388
Other Long Term Liabilities
Internal Borrowing 8,000 7,500 7,500 7,500
Cumglatlve Net Borrowing 0 46,288 63,020 71,066
Requirement

The tables above show how the Council’'s capital requirement is funded
currently and how it is expected to be funded in the coming years. Due to
the differential between short and long term interest rates (discussed in
more detail in section 5), the Council has maximised the amount of
internal borrowing that can be done. As interest rates are not expected to
rise over the next three years, it is anticipated that a significant level of
internal borrowing will continue, with the only reduction expected
reflecting the planned movement in reserves. The borrowing requirement
at the bottom of each of the tables shows how much external borrowing
will be required to fund maturing external borrowing.

Ensuring that net physical borrowing (i.e. net of investments) does not
exceed the CFR is a key indicator of prudence. There was no difficulty
meeting this requirement in 2011-12, nor are there any difficulties
envisaged for future years, as the levels of interal borrowing in tables 2a
and 2b above demonstrate.




4.4

4.5

4.6

Page 55

It is a requirement for the HRA CFR to remain with the limit of
indebtedness or “debt cap” set by the Department of Communities and
Local Government at the time of the implementation of self-financing.
The table below shows the current expected level of the HRA CFR and
the debt cap. Any decision by the Council to undertake new borrowing
for housing will cause the future years’ debt predictions for the HRA debt
pool to increase.

Table 3: HRA Debt Cap

31/03/2012 31/03/2013 31/03/2014 31/03/2015

Estimate Estimate Estimate Estimate

£000 £000 £000 £000

HRA CFR 272,854 272,854 272,854 272,854
HRA Debt cap 327,538 327,538 327,538 327,538
Headroom 54,684 54,684 54,684 54,684

Table 4 below shows proposed capital expenditure over the coming three
financial years. It is a requirement of the Prudential Code to ensure that
capital expenditure remains within sustainable limits and, in particular, to
consider the impact on Council Tax and in the case of the HRA, housing
rent levels.

Table 4: Capital Expenditure

2011-12 201112 2012-13 2013-14 2014-15
Approved Projected Estimate Estimate Estimate

Out-turn
£000 £000 £000 £000 £000
General 45,324 51,005 44,350 27,429 13,974
HRA 34,550 34,955 43,514 31,881 43,732
Total 79,874 85,960 87,864 59,310 57,706

Capital expenditure is expected to be financed as foilows:

Table 5: Capital Financing

£000
5,128
3,160

30,336
0
16,782

55,406
2,300
57,706

201112 2011-12  2012-13  2013-14 2014-15
Approved Projected Estimate Estimate Estimate
Out-turn )
£000 £000 £000 £000
Capital receipts 11,358 10,597 11,130 9,300
Other grants & 7,786 6,512 9,903 4,121
contributions
Government Grants 24,724 29,057 28,138 15,851
Major Repairs Allowance 12,420 14,336 0 0
Reserves / Revenue 2,486 4,612 33,219 28,018
contributions
Total Financing 58,774 65,114 82,390 57,290
Borrowing 21,100 20,846 5,474 2,020
Total : 79,874 85,960 87,864 59,310
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As an indicator of affordability the table below shows the incremental
impact of capital investment decisions on Council Tax and Housing Rent
levels. The incremental impact is calculated by comparing the total
revenue budget requirement of the current approved capital programme
with an equivalent calculation of the revenue budget requirement arising
from the proposed capital programme.

Table 6: Incremental Impact of Capital Investment Decisions

2011-12 2011-12 2012-13 2013-14 2014-15
Approved Projected  Estimate  Estimate  Estimate
Actual

£ 3 £ £ £

Increase in Band D
Council Tax 1.00 2.88 1.31 0.85 0.39

Increase in Average
Weekly Housing Rents 0.02 0.01 0.20 0.20 0.13

The ratio of financing costs to the Council’s net revenue stream is an
indicator of affordability and highlights the revenue implications of
existing and proposed capital expenditure by identifying the proportion of
the revenue budget required to meet borrowing costs. The ratio is based
on costs net of investment income.

Table 7: Ratio of Financing Costs to Net Revenue Stream

2011-12 2011-12 2012-13 2013-14  2014-15
Approved Projected Estimate  Estimate Estimate
Actual
% % % % %
General Fund 4.95 4.50 2.70 2.64 2.47
HRA 31.90 26.79 156.35 14.86 13.97

Borrowing Strategy

A breakdown of the Council’s current and expected external borrowing
plus other long-term liabilities is shown in Annex 2. This is measured in a
manner consistent for comparison with the Operational Boundary and
Authorised Limit.

The Authorised Limit sets the maximum level of external borrowing on a
gross basis (i.e. not net of investments) and is the statutory limit
determined under Section 3(1) of the Local Government Act 2003
(referred to in the legislation as the Affordable Limit). The Prudential
Indicator separately identifies borrowing from other long term liabilities
such as finance leases. The Authorised Limit has been set on the
estimate of the most likely, prudent but not worst case scenario with
sufficient headroom over and above this to allow for unusual cash
movements.
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Table 8: Authorised Limit for External Debt

The Operational Boundary links directly to the Council’s estimates of the
CFR and estimates of other cash flow requirements. This indicator is
based on the same estimates as the Authorised Limit reflecting the most
likely, prudent but not worst case scenario but without the additional
headroom included within the Authorised Limit.

Table 9: Operational Boundary for External Debt

201112 2011-12 2012-13 2013-14 2014-15
Approved Projected  Estimate  Estimate  Estimate
Actual

£000 £000 £000 £000 £000
Borrowing 861,544 389,456 637,803 630,539 623,720
Other Long-term 85,335 88,080 151,114 143,491 135,666

Liabilities
 Total 946,879 477,536 788,917 774,030 759,386

2011-12 2011-12 2012-13 2013-14 2014-15
Approved Projected Estimate Estimate Estimate
Actual

£000 £000 £000 £000 £000
Borrowing 761,544 389,456 537,803 530,539 523,720
Other Long-term 56,890 88,080 100,742 95,660 90,444

Liabilities
Total 818,434 477,536 638,545 626,199 614,164

The Director of Corporate Resources has delegated authority, within the
total limit for any individual year, to effect movement between the
separately agreed limits for borrowing and other long-term liabilities.
Decisions will be based on the outcome of financial option appraisals and
best value considerations. Any movement between these separate limits
will be reported to the next meeting of Corporate Committee.

The proposed limits have reduced between 2011-12 and 2012-13 due to
the reduction of debt arising from the removal of the housing subsidy
system. The 2011-12 projected actual shown is at 31%' March 2012 after
the debt has been repaid in respect of housing.

The revised CIPFA Treasury Management Code of Practice has
introduced a new treasury prudential indicator. It is the upper limit on the
proportion of net debt to gross debt and its purpose is to highlight a
situation where the Council is planning to borrow in advance of need.
The Council has no plans to do this. CIPFA has acknowledged that this
indicator is flawed, because as it currently stands it does not achieve the
stated aim. However it is a requirement for the Council to agree the
indicator in its current form pending CIPFA’s review of it. Once that review
is completed a more suitable indicator will be reported to Council.
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The table below shows the indicator as required by the Code i.e. the
gross and net debt the Council expects to hold at the end of the coming
financial years. The debt figures are the CFR figures from tables 2a & 2b
and the investment figures are estimates of the level of investments in
each vyear.

Table 10: Limit on proportion of net debt to gross debt

2011-12 2012-13 2013-14 2014-15
Projected Estimate Estimate Estimate
Actual

£000 £000 £000 £000
Borrowing 389,456 487,803 480,539 473,720
Other Long-term 88,080 83,952 79,717 75,370

Liabilities
Gross Debt 477,536 571,755 560,256 549,090
Less: Investments 20,000 40,000 40,000 40,000
Net Debt 457,536 531,755 520,256 509,090

Treasury management and borrowing strategies in particular continue to
be influenced not only by the absolute level of borrowing rates but also
the relationship between short and long term interest rates. The interest
rate forecast provided in Annex 4 indicates that an acute difference
between short and longer term interest rates is expected to continue until
2014. This difference creates a “cost of carry” for any new longer term
borrowing where the proceeds are temporarily held as investments
because of the difference between what is paid on the borrowing and
what is earned on the investment.

This “cost of carry” has been a feature of money markets since 2009-10
and by essentially lending its own surplus funds to itself {i.e. internal
borrowing) the Council has minimised borrowing costs and reduced
overall treasury risk by reducing the level of its external investment
balances. As this position is expected to continue throughout 2012-13,
there are no plans to replace this internal borrowing with external
borrowing. However due to debt maturities in 2012-13, external
borrowing of approximately £88m will be required.

The Council will adopt a flexible approach to this borrowing in
consultation with its treasury management advisers, Arlingclose Ltd. The
following issues will be considered prior to undertaking any external
borrowing:

e Affordability;

» Maturity profile of existing debt;
o Interest rate and refinancing risk;
o Borrowing source.
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In conjunction with advice from its treasury management adviser,
Arlingclose Ltd, the Council will keep under review the following
borrowing options:

o PWLB loans

¢ Borrowing from other local authorities

» Borrowing from institutions such as the European Investment Bank
and directly from Commercial Banks

Borrowing from the Money Markets

Capital markets (stock issues, commercial paper and bills)
Structured finance

Leasing

The “cost of carry” discussed above has resulted in an increased reliance
upon shorter dated and variable rate borrowing. These types of borrowing
inject volatility into the debt portfolio in terms of interest rate risk, however
this is counterbalanced by its affordability and alignment of borrowing
costs with investment retums. The Council’s exposure to shorter dated
and variable rate borrowing is kept under regular review by reference to
the difference between variable rate and longer term borrowing costs. A
narrowing in the spread by 0.5% will result in an immediate and formal
review of the borrowing strategy to determine whether the exposure to
shorter dated and variable rates is maintained or altered.

The Council has £125m of loans which are LOBO loans (Lender’s Options
Borrower's Option) of which £50m of loans are currently in or will be in
their call period in 2012-13. A LOBO is called when the Lender exercises
its right to amend the interest rate on the loan at which point the Borrower
can accept the revised terms or reject them and repay the loan. LOBO
loans present a potential refinancing risk to the Council since the decision
to call a LOBQ is entirely at the lender’s discretion.

Following the repayment of PWLB debt in March 2012 as a result of the
housing reform, LOBOs will make up a larger proportion of the total
external debt portfolio, increasing from 20% to 32%. This increases the
Council’s refinancing risk further. Any LOBO called will be discussed with
the treasury advisers prior to the acceptance of any revised terms. The
default position will be the repayment of the LOBO without penalty i.e. the
revised terms will not be accepted.

The Council’s debt portfolio can be restructured by prematurely repaying
loans and refinancing them on similar or different terms to achieve a
reduction in risk and/or savings in interest costs. The lower interest rate
environment and changes in the rules regarding the premature repayment
of PWLB loans has adversely affected the scope to undertake meaningful
debt restructuring, although occasional opportunities arise.
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The rationale for undertaking any debt rescheduling would be one or
more of the following:

e Savings in risk adjusted interest costs
» Rebalancing the interest rate structure of the debt portfolio
e Changing the maturity profile of the debt portfolio.

As opportunities arise, they will be identified by Arlingclose and discussed
with the Council’s officers. Borrowing and rescheduling activity will be
reported to Corporate Committee as part of the quarterly monitor reports.

The following Prudential Indicators allow the Council to manage the
extent to which it is exposed to changes in interest rates. The upper limit
for variable rate exposure has been set to ensure that the Council is not
exposed to interest rate rises which could adversely impact on the
revenue budget. The limit allows for the use of variable rate debt to offset
exposure to changes in short-term rates on investments.

The Council’s existing level of fixed interest rate exposure is 98.2% and
variable rate exposure is 1.8%, however it is recommended that the limits
in place for 2011-12 are maintained in future to retain flexibility.

Table 11: Fixed and Variable Interest Rate Exposure

2011-12 2011-12 2012-13 2013-14 2014-15
Approved Actual Estimate Estimate  Estimate
% % % % %
Upper Limit for
Fixed Interest Rate 100 98.2 100 100 100
Exposure
Upper Limit for
Variable Interest 40 1.8 40 40 40
Rate Exposure

The Council is required to set limits on the percentage of the portfolio
maturing in each of the periods set out in the table below. Limits in the
following table are intended to control excessive exposures to volatility in
interest rates when refinancing maturing debt. The limits have been set to
reflect the current debt portfolio, and to allow enough flexibility to enable
new borrowing to be taken for the optimum period. The limits apply to
the combined General Fund and HRA debt pools.
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Table 12: Maturity Structure of fixed rate borrowing

Lower Limit Upper Limit

% %
under 12 months 0 40
12 months & within 2 years 0 35
2 years & within 5 years 0 35
5 years & within 10 years 0 35
10 years & within 20 years 0 35
20 years & within 30 years 0 35
30 years & within 40 years 0 35
40 years & within 50 years 0 50
50 years & above 0 50

Investment Policy and Strategy

Guidance from the Communities and Local Government Department
(CLG) on Local Govermment Investments in England requires that an
Annual Investment Strategy be set.

The Council’s investment priorities are, in this order:
* security of the invested capital;
» liquidity of the invested capital;
e an optimum yield which is commensurate with security and
liquidity.

Investments are categorised as ‘Specified’ or ‘Non Specified’ investments
based on the criteria in the CLG Guidance. Instruments proposed for the
Council’s use within its investment strategy are contained in Annex 5 and
the list of proposed counterparties is shown in Annex 6. in keeping with
the strategy of maintaining low investment balances while internally
borrowing, it is proposed only to use specified investments during 2012-
13. The Director of Corporate Resources, under delegated powers, will
undertake the most appropriate form of investments in keeping with the
investment objectives, income and risk management requirements and
Prudential Indicators. Investment activity will be reported to Corporate
Committee as part of the quarterly reports.
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Money markets remain in a volatile state, with little economic growth in
most developed countries and ongoing concerns about the
creditworthiness of Eurozone countries. Given this backdrop, it is
proposed to limit the proposed counterparty list to UK institutions and
Money Market Funds only.

With all investments the Council makes there is a risk of default, so the
proposed list of investments is prepared to minimise this risk by being
selective about the counterparties to be used. In 2011-12 the minimum
long term credit rating applied is A+, however many of the Council’s
counterparties have been downgraded below this. This has meant these
counterparties have had to be removed from the Council’s lending list.

The credit rating agencies’ reasoning for the downgrades was a lower
level of expected support from governments in the future. In the case of
the UK, it is on the basis of the Independent Banking Commission’s
proposed reforms, which are not likely to be introduced for some years.
Given the timescale of the reforms and the substantial government
ownership of RBS and Lloyds Bank, it is proposed a lower minimum long
term credit rating of A- is applied to UK institutions. A- is still within the
banding described as “high credit quality” by the rating agencies.

The Council banks with Nat West, which is currently rated A. Even if the
credit rating falls below the minimum of A-, it is proposed that Nat West
will continue to be used for short term liquidity arrangements (overnight
and weekend investments) and business continuity arrangements.

All counterparties on the list are subjected to continual monitoring, in
conjunction with the Council’s treasury management advisers, to ensure
that they continue to meet the high standard set. The range of
information used to determine creditworthiness is:
¢ Credit ratings and credit rating watches
¢ Credit Default Swaps (where quoted)
s Sovereign support mechanisms/potential support from a well-
resourced parent institution
Share prices
Macro-economic indicators
Corporate developments, news and articles, market sentiment.

If the monitoring reveals any concern about a counterparty’s
creditworthiness, it will be removed from the lending list with immediate
effect. In any period of significant stress in the markets, the default
position is for investments to be made with the Debt Management Office
- either in the Debt Management Account Deposit Facility (DMADF) or UK
Treasury Bills. (The rates of interest from the DMADF are below
equivalent money market rates, but the returns are an acceptable trade-
off for the guarantee that the Council’s capital is secure.)
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In order to diversify the investment portfolio, investments will be placed
with a range of approved invesiment counterparties. Maximum
investment levels with each counterparty are set out in Annex 5 will
ensure prudent diversification is achieved.

Money Market Funds (MMFs) will be utilised and whilst they provide good
diversification the Council will also seek to diversify any exposure by
utilising more than one MMF. The Council will also restrict its exposure to
MMFs with lower levels of funds under management and will not exceed
0.5% of the net asset value of the MMF,

The Council is required to set an upper limit for principal sums invested
for over 364 days, as required by the Prudential Code. This limit is to
contain exposure to the possibility of loss that may arise as a result of the
Council having to seek early repayment of the sums invested. Given the
current interest rate environment, the Council will not make investments
for more than 364 days.

Table 13: Upper Limit for total principal sums invested over 364 days

2011-12 2011-12 2012-13 2013-14 2014-15

Approved Projected Estimate Estimate Estimate
Actual
£000 £000 £000 £000 £000
Principal 20,000 0 0 0 0

Use of Financial Instruments for the Management of Risks

The revised CIPFA Treasury Management Code of Practice requires the
Council to state if and how it will use financial instruments, such as
derivatives. Currently, local authorities’ legal power to use derivative
instruments remains unclear. The General Power of Competence
enshrined in the Localism Bill is not sufficiently explicit. Consequently,
the Council does not intend to use derivatives. Should this position
change, the Council may develop a detailed and robust risk management
framework governing the use of derivatives, but such a change in strategy
wouid require full Council approval.
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Outlook for Interest Rates

The economic interest rate outlook provided by the Council’s treasury
management adviser, Arlingclose Ltd, is attached at Annex 4. The Council
will reappraise its strategy from time to time and, if needs be, realign it
with evolving market conditions and expectations for future interest rates.

The interest rate outlook shows that short term rates are expected to
remain significantly lower than long term rates throughout 2012-13 and
beyond. As discussed in section 4, for this reason it is anticipated that
cash balances will kept at a minimum throughout the financial year as the
“cost of carry” will be significant for any borrowing taken before capital
expenditure is incurred.

Balanced Budget Requirement

The Council complies with the provisions of Section 32 of the Local
Government Finance Act 1992 to set a balanced budget.

MRP Statement

The Local Authorities (Capital Finance and Accounting) (England)
(Amendment) Reguilations 2008 (SI 2008/414) place a duty on local
authorities to make a prudent provision for debt redemption. Guidance
on Minimum Revenue Provision has been issued by the Secretary of State
and local authorities are required to “have regard” to such Guidance
under section 21(1A) of the Local Government Act 2003.

The four MRP options available are:

Option 1: Regulatory Method
Option 2: CFR Method

Option 3: Asset Life Method
Option 4: Depreciation Method

MRP in 2011-12: Options 1 and 2 may be used only for supported
expenditure. Methods of making prudent provision for self financed
expenditure include Options 3 and 4 (which may also be used for
supported expenditure if the Council chooses).

It is a requirement for Council to approve the MRP statement before the
start of the financial year. If it is ever proposed to vary the terms of the
original MRP Statement during the year, a revised statement will be put to
Council at that time.
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It is proposed the Council will apply Option 1 in respect of supported
capital expenditure and Option 3 in respect of unsupported capital
expenditure. This is a continuation of current practice. MRP in respect of
leases brought onto the Balance Sheet under the IFRS-based Code of
Practice will match the annual principal repayment for the associated
deferred liability.

Other Issues

Monitoring & Reporting

Corporate Committee will receive quarterly reports on treasury
management activity and performance. This will include monitoring of the
prudential indicators.

It is a requirement of the Treasury Management Code of Practice that an
outturn report on treasury activity is produced after the financial year end,
no later than 30" September. This will be reported to Corporate
Committee, shared with the Cabinet member for Finance and then
reported to full Council. Overview and Scrutiny Committee will be
responsible for the scrutiny of treasury management activity and
practices.

Officers monitor counterparties on a daily basis with advice from the
Council’s treasury management advisers to ensure that any
creditworthiness concems are addressed as soon as they arise. Senior
management hold monthly meetings with the officers undertaking
treasury management to monitor activity and to ensure all policies and
procedures are being followed.

Training

CIPFA’s Treasury Management Code of Practice requires the Director of
Corporate Resources to ensure that all members tasked with treasury
management responsibilities, including scrutiny of the treasury
management function, receive appropriate training relevant to their needs
and understand fully their roles and responsibilities.

Training was a common issue raised by the various reviews of treasury
management carried out at a national and local level post Iceland three
years ago. Given the significant amounts of money involved, it is crucial
members have the necessary knowledge to take treasury management
decisions. Reguilar training sessions are arranged for members to keep
their knowledge up to date.
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Investment Consultants

The CLG’s Guidance on local government investments recommends that
the Investment Strategy should state:

“Whether and, if so, how the authority uses external contractors offering
information, advice or assistance relating to investment and how the
quality of any such service is controlled.”

The Council has appointed Arlingclose Limited to provide information and
advice about the types of investment the Council should undertake and
the counterparties that should be used. Quarterly service review
meetings take place to monitor the service and the appointment is
formally reviewed in accordance with the Council's Contract Standing
Orders.

w W ok N W
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Annex 1

Treasury Policy Statement

The Council defines its treasury management activities as:

“The management of the organisation’s investments and cash flows,
its banking, money market and capital market transactions; the
effective control of the risks associated with those activities; and
pursuit of optimum performance consistent with those risks.”

The Council regards the successful identification, monitoring and
control of risk to be the prime criteria by which the effectiveness of its
treasury management activities will be measured. Accordingly, the
analysis and reporting of treasury management activities will focus on
their risk implications for the Council and any financial instruments
entered into to manage these risks.

The Council acknowledges that effective treasury management will
provide support towards the achievement of its business and service
objectives. It is therefore committed to the principles of achieving
value for money in treasury management, and to employing suitable
comprehensive performance measurement techniques, within the
context of effective risk management.

The Council’'s borrowing will be affordable, sustainable and prudent
and consideration will be given to the management of interest rate risk
and refinancing risk. The source from which the borrowing is taken
and the type of borrowing should allow the Council transparency and
control over its debt.

The Council’s primary objective in relation to investments is the
security of capital. The liquidity or accessibility of the Councii’s
investments followed by the yield earmed on investments are important
but are secondary considerations.
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Annex 2
Detail of Treasury Position
A: General Fund Pool
31Mar12 31Mar13 31 Mar14 31 Mar1is
Estimate Estimate  Estimate Estimate
£000 £000 £000 £000
Existing External Borrowing
commitments:
PWLB 70,212 63,068 55,197 50,988
Market loans 39,992 39,992 39,992 39,992
Local Authorities 14,398 0 0 0
Total External Borrowing 124,602 103,060 95,189 90,980
Long Term Liabilities 88,080 83,952 79,717 75,370
Total Gross External Debt 212,682 187,012 174,906 166,350
CFR 307,087 298,901 287,402 276,236
Internal Borrowing 94,405 82,305 77,305 72,305
Cumulative Borrowin
requirement g 0 29,584 35,191 37,581
B: HRA Pool
~ 31Mar12  31Mar13 31 Mar14 31 Mar15
Estimate Estimate  Estimate Estimate
£000 £000 £000 £000
Existing External Borrowing
commitments:
PWLB 149,244 134,058 117,326 108,380
Market [oans 85,008 85,008 85,008 85,008
Local Authorities 30,602 0 0 0
Total External Borrowing 264,854 219,066 202,334 193,388
CFR 272,854 272,854 272,854 272,854
Internal Borrowing 8,000 7,500 7,500 7,500
Cumulative Borrowing 0 46,288 63,020

requirement

71,966
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Annex 3
Summary of Prudential Indicators
No. Prudential Indicator 2012-13 2013-14 2014—15
CAPITAL INDICATORS
1 Capital Expenditure £000 £000 £000
General Fund 44,350 27,429 13,974
HRA 43,514 31,881 43,732
TOTAL 87,864 59,310 57,706
2 Ratio of financing costs
to net revenue stream % % %
General Fund 2.70 2.64 2.47
HRA 15.35 14.86 13.97
3 Capital Financing
Requirement £000 £000 £000
General Fund 298,901 287,402 276,236
HRA 272,854 272,854 272,854
TOTAL 571,755 560,256 549,090
4 Incremental impact of
capital investment g £ £
decisions
Band D Council Tax 1.31 0.85 0.39
Weekly Housing rents 0.20 0.20 0.13
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No. Prudential Indicator 2012-13 2013-14 2014-15

TREASURY MANAGEMENT LIMITS

5 Borrowing limits £000 £000 £000
Authorised Limit 788,917 774,030 759,386
Operational Boundary 638,545 626,199 614,164

6 HRA Debt Cap £000 £000 £000
Headroom 54,684 54,684 54,684

7 Net debt to gross debt £000 £000 £000
Limit on proportion of net 531,755 520,256 509,090
debt to gross debt

8 Upper limit - fixed rate o o
eXposure 100% 100% 100%
Upper limit — variable rate o o o
ExposLire 40% 40% 40%

9 Maturity structure of
borrowing L U L u L U
(U: upper, L: lower)
under 12 months 0% 40% 0% 40% 0% 40%
12 months & within 2 yrs 0% 35% 0% 35% 0% 35%
2yrs & within 5 yrs 0% 35% 0% 35% 0% 35%
5 yrs & within 10 yrs 0% 35% 0% 35% 0% 35%
10 yrs & within 20 yrs 0% 35% 0% 35% 0% 35%
20 yrs & within 30 yrs 0% 35% 0% 35% 0% 35%|
30 yrs & within 40 yrs 0% 35% 0% 35% 0% 35%
40 yrs & within 50 yrs 0% 50% 0% 50% 0% 50%
50 yrs & above 0% 50% 0% 50% 0% 50%

10  Sums invested for more 0 0 0

than 364 days

11 Adoption of CIPFA
Treasury Management v N v/
Code of Practice
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Arlingclose’s Economic and Interest Rate Forecast

Annex 4

Dec-11 Mar-12 Jun-12 Sep-12 Dec-12 Mar-13 Jun-13

Sep-13 Dec-13 Mar-14 Jun-14 Sep-14 Dec-14

Official Bank Rate]

Upside risk 0.25 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Central case 0.50] 0.50( 0.50] 0.50| o0.50| o0.50 0.50|] 0.50| 0,50 0.50| 0.50| 0.50] 0.50
Downside risk

1-yr LIBID

Upside risk 0.25 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Central case 1.75 1.75 1.75 .75 1.75 1.80 1.85 1.95( 2.00( 2.10] 2.20 2.30 2.40
Pownside risk -0.25( -0.25 -0.25| -0.25| -0.25 -0.25|  -0.25/ -0.25( -0.25) -0.25| -0.2%] -0.25 -0.25
5-yr gilt

Upside risk 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0,50 0.50 0.50 0.50 0.50
Central case 1.25 1.30 1.35  1.40 1.50 1.60 1.70 1.80 2,00 2,10 2.30 2.40 250
Downside risk -0.25| -0.25| -0.25 -0.25| -0.25 -0.25| -0.25) -0.25( -0.25] .0.25| -0.25| -0.25) -0.25
10-yr gilt

Upside risk 0.25 0.25 0.50] 0.50 0.50; 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Central case 2,200 2,301 2.40 2,45 2.5¢| 2.55] 2.60 2,700 2,75 2.80| 2.85 2,90 3.00
Downside risk -0.25]  -0.25% -0.25 -0.25| -0.25 -0.25 -0.25 -0.25 -0.25 -0.25 -0.25 -0.25 -0.25
20-yr gilt

Upside risk 0.25 0.25 0.25 0.50 (.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Central case 3.00| 3.05| 3.05 104 3.20 3.25) 3.30 3.35 3,40 3.45 3,50 3.60| 3.75
Downside risk -0.25| -0.25| -0.25] -0.25{ -0.25 -0.25{ -0.25| -0.25| -0.25| -0.25] -0.25| -0.25| -0.25
50-yr gilt

Upside risk 0.25 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Central case 3.25] 3,40 3.50 3.60 3.70 3.80 3.90( 4.00| 4.00] 4,00{ 4,10 4.20| 4.25
Downside risk -0.25) -0.25 -0.25|  -0.25 -0.25| -0.25 -0.25 -0.25 -0.25 -0.25 -0.25] -0.25] -0.25
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Annex 5

Specified Investments

It is proposed that the Council only uses specified investments during 2012-
13. Specified Investments are those that meet the criteria in the CLG
Guidance, i.e. the investment

o s sterling denominated.

e has a maximum maturity of 1 year.

e meets the “high credit quality” definition as determined by the Council or
is made with the UK government or is made with a local authority in
England, Wales, Scotland or Northern Ireland or a parish or community
council.

e the making of which is not defined as capital expenditure under section
25(1)(d) in SI 2003 No 3146 (i.e. the investment is not loan capital or
share capital in a body corporate).

“Specified” Investments identified for the Council’s use are:

. Deposits in the DMO’s Debt Management Account Deposit Facility
. Deposits with UK local authorities

. Deposits with UK banks and building societies

. AAA-rated Money Market Funds with a Constant Net Asset Value
. Treasury-Bills (T-Bills}

. *Certificates of deposit with UK banks and building societies

. *Gilts: (bonds issued by the UK government)

e Investments in these instruments would only be undertaken on advice
from the Council’s treasury management adviser.

For credit rated counterparties, the minimum criteria will be the lowest
equivalent short-term and long-term ratings assigned by Fitch, Moody’s and
Standard & Poor’s (where assigned).

Long-term minimum: A- (Fitch); A3 (Moody’s); A- (S&P)
Short-term minimum: F1 (Fitch); P-1 (Moody’s); A-1 (S&P)

The Council will also take into account the range of information on
investment counterparties detailed in section 6.8.
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Specified investments will be made within the limits detailed in the table
below. The limits stated will apply across the total portfolio operated by the
Council and so incorporate both Council and Pension Fund specific
investments.

The limits for the period of investment are the maximum for the categories of
counterparties. Lower operational limits will apply if recommended following
a review of creditworthiness.

Instrument

Term Deposits

Gilts
T-Bills

Term Deposits/
Call Accounts

Term Deposits/
Call Accounts/
Certificates of
Deposit
AAA-rated
Money Market
Funds

Country/
Domicile

UK

UK
UK
UK

UK

UK/Ireland/
Luxembourg
domiciled

Counterparty

Debt Management Account
Deposit Facility (DMADF),
Debt Management Office
(DMO})

Debt Management Office
(DMO)

Debt Management Office
(DMO)

Other UK Local Authorities

Counterparties rated at
least A- Long Term and F1
Short Term (or equivalent)

Constant Net Asset Value
Money Market Funds
(MMFs)

Maximum
Counterparty
Limits £m

No limit

No limit
No limit

£30m per
local authority

£20m per
bank or
banking group

£20m per
MMF*; Group
limit £100m

Maximum
period of
investment

6 months

364 days
6 months

364 days

364 days

Instant
Access

* Limit per MMF to be no more than 0.5% of the Money Market Fund's
total assets.
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Annex 6

Lending List of counterparties for investments

This is the proposed list of counterparties which the Council can lend to,
providing the counterparties meet the requirements set out in Annex 5 at the
time of investment. The list will be kept under constant review and
counterparties removed if the process described in 6.8 and 6.9 raises any
concerns about their credit worthiness.

Instrument Country/ Counterparty Maximum

Domicile Counterparty

Limit £m

Gilts, Treasury UK Debt Management Office (Term No limit
Bills, Term deposits with Debt Management
Deposits Account Deposit Facility DMADF)

Term Deposits UK Other Local Authorities £30m per local

authority

Term Deposits/ UK Barclays Bank Plc 20

Call Accounts/

Certificates of

Deposit

Term Deposits/ UK HSBC Bank Plc 20
Call Accounts/

Certificates of

Deposit

Term Deposits/ UK Lloyds Banking Group including Lloyds 20
Call Accounts/ TSB and Bank of Scotland

Certificates of

Deposit

Term Deposits/ UK Nationwide Building Society 20

Call Accounts/
Certificates of

Deposit
Term Deposits/ UK RBS Group including Nat West Bank 20
Call Accounts/ and Royal Bank of Scotland
Certificates of
| Deposit
Term Deposits/ UK Standard Chartered Bank 20

Call Accounts/
Certificates of

Deposit

Money Market Ireland BlackRock Institutional Sterling Liquidity 20
| Funds Fund

Money Market Ireland BlackRock Institutional Sterling 20

Funds Government Liguidity Fund

Money Market Ireland Goldman Sachs Liquid Reserves Fund 20

Funds
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Instrument

Money Market
Funds

Money Market
Funds

Money Market
Funds

Money Market
Funds

Country/
Domicile

Ireland
Ireland
Luxembourg

Ireland

Counterparty

Deutsche Managed Sterling Fund

Invesco Short Term Investments
Company Sterling Liquidity Portfolio

J.P. Morgan Asset Management
Sterling Liquidity Fund

RBS Global Treasury Sterling Fund

Maximum
Counterparty
Limit £m

20

20

20

20

* & & F *
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Appendix 6

The Formal Budget Resolution

The Council is recommended to resolve, in accordance with the Local
Government Finance Act 1992 fthe ‘Act’], as amended by the Localism Act

2011, as follows:

1

4.

b)

d)

It be noted that on 24" January 2012 the Director of Corporate
Resources after consultation with the Cabinet Member for Finance
and Carbon Reduction calculated the Council Tax Base 2012-13 for
the whole Council area as 86,979.

The Council Tax Requirement for the Council’s own purposes for
2012-13 be calculated as £103,010,495.55

That the following amounts be calculated for the year 2012-13 in
accordance with Sections 31 to 36 of the Act:

£937,807,770.00
being the aggregate of the amounts which the Council estimates for
the items set out in Section 31A(2) (a) to (f} of the Act;

£834,797,274.45
being the aggregate of the amounts which the Council estimates for
the items set out in Section 31A(3) (a) to (d) of the Act;

£103,010,495.55

being the amount by which the aggregate at 3(a) above exceeds the
aggregate at 3(b) above, calculated by the Council in accordance with
Section 31A(4) of the Act as its Council Tax Requirement for the year;

£1,184.32

being the Council Tax Requirement at 3(c} above, divided by the
Council Tax Base at 1(a), above, calculated by the Council, in
accordance with Section 31B of the Act, as the basic amount of its
Council Tax for the year;

To note that the Greater London Authority has issued a precept to the

Council in accordance with Section 40 of the Act for each category of
dwellings in the Council’s area as indicated in the table below.

5. That the Council, in accordance with Sections 30 and 36 of the Act,
hereby sets the aggregate amounts shown in the table below as the
amounts of Council Tax for 2012-13 for each part of its area and for
each of the categories of dwellings.
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Valuation Bands

LONDON BOROUGH OF HARINGEY

A B c D E F G H

£789.56 | £921.14 | £1,052.73 | £1,184.32 | £1.447.39 | £1,710.70 | £1,973.87 | £2,368.65
GREATER LONDON AUTHORITY

A B C D E F G H

£204.48 | £238.56 | £272.64 | £306.72 | £374.88 | £443.04 | £511.20 | £613.44
AGGREGATE OF COUNCIL TAX REQUIREMENTS

A B C D E F G H

£994.04 | £1,159.70 | £1,325.37 | £1,491.04 | £1,822.27 | £2,153.74 | £2,485.07 | £2,982.09

6. Pursuant to Section 52ZB of the Act and the principles determined by the
Secretary of State to apply to local authorities in England in 2012-13 as
set out in The Referendums relating to Council Tax Increases (Principles)

(England) Report 2012-13 it is determined that the Council’s relevant
basic amount of Council Tax for the year is not excessive.

* ® % & &
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Ward(s) affected: Report for Key/Non Key Decision:
All Key
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Haringey Council

Purpose of the report

To provide a Medium Term Financial Plan [MTFP] covering the next
three years to March 2015, with a revised assessment of the General
Fund, Dedicated Schools Grant [DSG], Housing Revenue Account
[HRA] and the Capital Programme including:

o The financial resources available to the Council

o The cost of providing existing services

o The overall level of savings that have been and still need to be
identified to give a balanced, sustainable budget over the
medium term planning period.

To consider the Cabinet’s proposed budget package for 2012-13 and
later years.

Introduction by the Cabinet Member for Finance and Carbon
Reduction — Councilor Joe Goldberg

| am proud to present the Cabinet’s proposals for the Budget 2012-13
and the Medium Term Plan 2012-15.

Central government cuts to our budget have made it impossible to
maintain the same depth and breadth of services that we used to
enjoy, with a programme of £84m worth of savings needing to be
made over the three years. In this context it has been difficult to make
the speed of progress against our One Borough agenda, not least
because of other government initiatives and policies which in my view
are hitting the poorest and most vulnerable in our society the hardest.

It is important to restate my belief that these cuts are too far and too
fast, and | feel deeply the punishing effect this has had on both those
who rely on our Council services, and on our local economy. Not
withstanding this, | believe that thanks to officers of the Council, and
good union relations we are as the latest letter from the external
auditors says, well placed in terms of “financial resilience” to renew
our fervour to take Haringey forwards.

During the last eight weeks | have thoroughly enjoyed the conversation
| have had with residents during our extensive budget consultations.
Whether in Highgate or Tottenham, Muswell Hill or Wood Green,
Hornsey or Northumberland Park, | have been heartened by the levels
of support for our stated priorities and by the many people who were
even willing to make a greater contribution in order to support such
initiatives.

Page 2 of 32
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Haringey Council

2.5

2.6

2.7.

2.8

2.9

2.10

2.11

However, these are extremely difficult times, and it is clear to me that
the government’s deficit reduction programme is failing. It is alarming
to see the national economy returning to decline. We are, in my view,
seeing the direct knock-on effects of this in every service, with an
average of 55 new benefit claims a day being dealt with by our
customer services centre.

In that context we have been looking to identify how we might be able
to alleviate pressure on the pockets of all the households of our
borough, and | am delighted we are able to propose a freeze on
Council Tax for a third year in a row.

On an average Band D, we recognise a 2.5% rise would have equated
to £29.61 over the year, or 57p a week, and we hope this saving will
be a little help to residents. But of course this will be dwarfed by the
2.5% extra tax that every resident is being asked to pay on almost
every item they purchase through the rise in VAT to 20%, or for
commuters the 7% rise in fares that will leave residents £104 worse off
on average.

| am absolutely passionate that residents should get the best from
their Council and for the place they have chosen to make their home,
to raise their families and to make a living and we do not take the
contribution our citizens make for granted in any way.

In that context the last year has of course been difficult for both the
Council and residents of Haringey. We have experienced the riots of
last August; we are facing challenges to our local family of schools;
changes to housing and welfare that in my view will return many
vulnerable families to poverty; and unemployment rising faster than
the London average with now over 1 in 3 young people unemployed.

That is why we will continue to press the case for fair funding for our
schools and for our council. By the government’s own calculations
Haringey’s proportional reduction in spending power has been some
13 times greater than Richmond upon Thames, and some 30 times
greater than Dorset.

Recent analysis we have done now shows that despite dealing with
similar levels of deprivation and poverty than neighbouring boroughs
of Hackney and Islington, we receive significantly less support from
central government. For example, on Formula Grant alone we receive
£338 per head less than Hackney, equating to a £77m gap, while on
our schools grant we receive £1505 less per pupil. | raise this because
plans to reform the local government finance regime will use 2010 as a
comparative benchmark, potentially leaving the borough with a high
level of structural disadvantage.

Page 3 of 32
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Haringey Council

2.12 | set out the diagram below which | presented to the Cabinet and
Council last year. This shows that the effect of government decisions
was to re-distribute resources from Councils with high levels of
deprivation to other areas. The deepest reductions were faced by the
Boroughs with the highest levels of deprivation such as Haringey.

Change in estimated ‘revenue spending power
2011-12 - post transition grant plotted against IMD 2007
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Haringey Council

2.13 This picture is more stark when levels of deprivation (as measured IMD

2.14

2.15

2.16

——
Grant per Head of population against 2010 IMD scores
T80 1 o v s . S TOWBTHWS“"M"’”"W
Sutton . *
160 +—— -
* *
*
. Acknev
140 .

Score) are compared with the amount of grant per head across all
London authorities, (see graph below). The local authorities above the
line receive more grant per head than average in London based on
their deprivation score, while those below the line receive less grant
per head.

120 : ry
/ Haringey
100

I'hope Councillors of all parties will recognise and accept the
unfairness inherent in these figures, and in particular | commend the
recent Joseph Rowntree Foundation report which “explores how
budget cuts will affect the capacity of local government to meet the
needs of more deprived households and communities.” There is real
concern that more deprived groups will suffer the most. This report
provides early, systematic evidence of the scale of the cuts and of
how local councils are grappling with these issues. If you would like to
read it further you can find a copy here:
www.jrf.org.uk/sites/files/jrf/fcommunities

-recession-services-full.pdf

Notwithstanding our concerns, we believe it is imperative we assert
the role of your locally, democratically elected government to pursue
an agenda to raise the standard of living life for all our residents.

We believe that not only means tackling inequality head on, but taking
the action we need to create greater shared prosperity for all. This is
what we call our shared ambition for the Better Society, and what we
mean when we talk about One Borough One Future.
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Haringey Council

217

2.18

2.19

Overwhelmingly residents from across the borough, whether in area
forums or at budget consultations have called for action on jobs. Itis
clear to me that with the scrapping of the EMA which benefited some
3,700 young people; the rise in tuition fees, which has seen a 9%
decline in applications to university this year; and the scrapping of the
Future Jobs Fund and replacing it with a privately-led Work
Programme that just isn’t working, we are in real danger of seeing
another lost generation of young individuals, with their talents going to
waste.

That is why in addition to capitat announcements to support the
Northumberland Park Regeneration that will see £400m worth of
investment go into a ward which is the 5™ poorest in London, we have
created a one-off pool of money to take action on unemployment. In
the spring of this year we will launch a Jobs Programme worth at least
£3.5m seeking match funding to create jobs and opportunities for the
young people of our borough.

This is just the first of what | hope will be a series of bold, ambitious
initiatives around how we can return our local economy to growth,
create a better place for all people to live and work, a stronger sense
of community cohesion, greater levels of equality and opportunity and
ultimately a Better Society *

Page 6 of 32
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Recommendations

a) To propose to the Council that it approves the proposals for
the Council’s Revenue Budget 2012-13 and MTFP 2012-15 as
set out in appendices 1 and 2;

b) To propose to the Council that the General Fund budget
requirement for 2012-13 of £278.4m, net of Dedicated Schools
Grant, subject to the decisions of precepting and levying
authorities, as set out in appendix 1;

¢) To note significant savings still have to be identified to deliver a
balanced budget in 2013-14 and 2014-15;

d) To approve the Cabinet’s responses to the recommendations
of the Overview and Scrutiny Committee on the chosen three
themes of the draft revenue proposals agreed at the Cabinet’s
meeting on 4" October 2011 [paragraphs 7.6 to 7.8 and
appendix 8 J;

e) To note the summary of the consultation responses received to
date on the draft revenue proposals agreed at the Cabinet’s
meeting on 4™ October 2011 [paragraphs 7.1 to 7.5];

f) To note the latest position on and to approve the funding
allocations within the Children and Young People’s Dedicated
Schools Grant [DSG] budget set out in paragraph 12 and
appendix 5;

g) To propose to the Council that it approves the housing rent
increases [average increase of £6.55p (7.5%)] set out in
paragraph 4 of appendix 6 ;

h) To propose to the Council that it approves the tenants’ service
charges set out in paragraph 5 of appendix 6;

Page 7 of 32
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)

j)

k)

To propose to the Council that it approves the HRA Budget
2012-13 and MTFP 2012-15 as set out at paragraph 7,
appendix 6;

To propose to the Council that it approves the Council’s
Capital Programme for the period 2012-15, comprising
spending and funding of £204.880m, as set out in paragraph
14 and appendix 7;

To approve changes in Directorate cash limits as shown in
appendices 1 and 2;

To approve the additional investment proposals set out in
paragraph 9 and summarised in Table 2 at paragraph 10;

m) To approve the forecast level of un-earmarked General Fund

n)

Reserves at 31% March 2012 of £10.5m, and specific and other
reserves totaling £50.4m at 31* March 2012 as set out in
appendix 4a;

To note this report will be considered by the Council on 28"
February 2012 to inform the Council’s final decisions on the
Budget 2012-13 and Council Tax 2012-13.

Other options considered

In accordance with legislation and the Council’s Constitution, this
report proposes the Cabinet should consider draft proposals to deliver
a balanced and sustainable MTFP 2012-15 including the Budget for
2012-13, and to make recommendations on these matters to the
Council at its meeting on 28" February 2012. Accordingly no other
options have been considered.
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Haringey Council

Background

The decisions the Cabinet takes at this meeting will inform the
Council’s consideration of the Budget 2012-13, MTFP 2012-15,
including the Capital Programme, and the level of Council Tax for
2012-13.

The Cabinet has progressively developed its budget proposals over
several months and has made a series of decisions at its meetings in
July, October and December 2011.

It is essential the Council is provided with a comprehensive report
setting out the totality of the Cabinet’s proposals and
recommendations on both revenue and capital spending and
financing, the DSG and the HRA.

In order to ensure the Council is fully and properly advised, a report
will also be considered by the Council on 28" February 2012. This
Cabinet report therefore includes some material which has previously
been reported to the Cabinet, amended and updated as appropriate to
reflect a number of recent developments and the outcomes of work
undertaken since December 2011.

In February 2011 the Council approved its Budget 2011-12 and MTFP
2011-14. The current year’s budget was balanced through the
approval of an unprecedented savings programme of some £41m.
However, the overall MTFP at that stage showed planned spending
exceeding our anticipated resources by £21m over the period 2012-
14. :

The Cabinet undertook an intensive exercise during 2011 designed to
reduce planned spending and to review all key assumptions
underpinning the forecasts of spending and resources.

At its meeting in December 2011 the Cabinet received a report and
agreed a number of recommendations on the Council’s Medium Term
Plan 2012-15, including the Capital Programme and the Housing
Revenue Account [HRA].

Page 9 of 32
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58 Table 1, below shows the changes in the overall budget position from
February 2011 through to the position agreed by the Cabinet at its
meeting in December 2011.

Table 1 2012-13 2013-14 TOTAL

£m £m £m
1 MTFP shortfall at February 2011 -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 5.9
4  MTFP shortfall at July 2011 -3.8 -15.2 -19.0
5 Revisions to assumptions -0.5 0.9 0.4
6 New savings proposals 54 6.7 12.1

MTFP surplus (+) / shortfall (-) at

7 October 2011 11 -7.6 -6.5
8 Revisions to spending assumptions -1.1 -0.1 -1.2
g Revisions to financing assumptions 1.1 - 1.1

MTFP surplus (+) / shortfall (-) at
10 December 2011 1.1 -7.7 -6.6

5.9 This report sets out the latest position on a number of the issues
addressed by the Cabinet in December 2011, together with a number
of other matters.
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5.10

5.11

6.1

6.2

6.3

This report is set out in a similar format to the report considered by the
Cabinet in December 2011, and proposes a budget package for the
three year planning period to 2015, which is set out in the fcllowing 10
paragraphs:

(@]

Strategic Approach (paragraph 6)

o Consultation and Scrutiny (paragraph 7)
Financial Resources (paragraph 8)

Revised Budget proposals (paragraph 9)
Budget and MTFP Revenue proposals - summary
(paragraph 10)

Risks and Opportunities (paragraph 11)
Dedicated Schools Grant [DSG] (paragraph 12)
Housing Revenue Account (paragraph 13)
Capital Programme (paragraphi4)

Treasury Management Strategy (paragraph 15)

O O 0O

O 0 0 0 0

The detailed assumptions that support the Cabinet’s proposals are set
out below and in the appendices.

Strategic Approach

The government has established a programme of public spending
reductions, set out in its Spending Review of 2010 which includes
average funding reductions of 29% for local authorities over the four
years 2011-15. In addition the government has embarked on arange
of far-reaching changes across the public sector, details of which have
been reported to the Cabinet in successive reports since July 2010.

For Haringey, the financial consequence of the Spending Review was
the need to identify reductions in planned spending of some £84m by
2014. Savings totaling over £62m by 2014 were identified and
approved in February 2011, £41m of which was included in the
Council’s revenue budget for 2011-12.

To meet the unprecedented scale of this financial challenge, the
Council developed a strategic approach, the key elements of which
are 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 pians 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. ‘
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The Cabinet’s proposals are consistent with that overall strategic
approach the Council agreed last year and which drove the proposals
for the Budget 2011-12 and the MTFP 2011-14.

The Cabinet has previously agreed a number of proposals at its
meetings in July, October and December 2011 which result in a
potential budget surplus for 2012-13 of some £1m, a budget shortfall
of £7.7m for 2013-14, resulting in an overall shortfall by 2014 of £6.6m
as shown in Table 1, above.

The Cabinet noted at its latest meeting in December 2011 that the
position for 2014-15 remains very uncertain. The best assessment at
that time suggested a potential budget shortfall of £19m, but it was
also noted this figure is subject to many uncertainties and could vary
either way. There is no reason to change that view at this stage.

in his Autumn Statement in November 2011the Chancellor announced
further public spending reductions of 0.9% in real terms in both 2015-
16 and 2016-17. Financial austerity will therefore prevail to at least
2017.

Consultation and Scrutiny

Consultation

The Coungil informed, consulted and engaged residents and
businesses from November 2011 to January 2012.

The consultation was undertaken using both an online and paper
questionnaire which included factual information about the Council’s
budget and its services. In addition 10 public meetings were

held, led by Councilor Goldberg, Cabinet member for

Resources and Carbon Reduction. A senior Finance Officer attended
each meeting and presented key financial detail to inform

discussion and to support Councilor Goldberg in answering questions.
Staff from the Communications team also attended to take notes.

The questionnaire sought to establish respondents’ degree of
support for a potential increase of 2.5% in the Council Tax in 2012-
13. Of the respondents to this question, 55% would not support an
increase: whereas 34% would support such an increase. The
remaining 11% of respondents neither support nor otherwise such a
potential increase.
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7.4 The questionnaire also sought to establish the strength of support for
the Council’s ‘five areas for action’. All five areas attracted support
from at least 66% of respondents. Growing jobs by working with local
businesses, improving outcomes for young people and cultivating a
culture of excellence attracted over 80% support.

7.5  The detailed responses are being analysed and it is intended to
produce a report to be made available on the Council’s website in
advance of the Council meeting on 28" February.

Scrutiny

7.6 In accordance with the Protocol for Budget Scrutiny, responsibility for
budget scrutiny was delegated to a Panel of five Members of the
Overview and Scrutiny Committee, drawn from both parties and
chaired by an Opposition Member.

7.7 The Panel chose three themes for Budget Scrutiny (CO2 reduction,
Temporary Accommodation and Homelessness and Looked after
Children & associated Legal costs).

7.8 The recommendations agreed by the Overview and Scrutiny
Committee at its meeting on 12" December 2011, together with the
responses of the Cabinet, are set out in appendix 8.

8 Financial Resources

8.1 The Council pays for its spending from a number of sources. The
government sets out details of its funding of councils in the Local
Government Finance Settlement, showing Formula and Core grant
allocations. These in turn are derived from the Spending Review and
any relevant announcements in the Chancellor of the Exchequer’s
Autumn Statement.

The Autumn Statement

8.2  The Chancellor of the Exchequer made his annual Autumn Statement
on 29" November 2011. Cabinet was advised of the key
announcements affecting local government at its meeting in December
2011, including the further two years of public spending reductions to
2017, and the overall view that welfare spending and interest rates will
rise, thus restricting further the scope for spending on other services.
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The Local Government Finance Settlement 2012-13

The government’s shorter term plans for local authority funding were
set out in the Local Government Provisional Finance Settlement 2012-
13, announced on 8" December 2011, which determines how much
grant the government will give to each local authority in England in
2012-13. Details of the provisional settlement, which was subject to a
formal consultation period which ended on 16" January 2012, were
reported to the Cabinet in December 2011.

In line with the Cabinet’s strategy to take every opportunity to
influence the government to maximise the financial resources
available to the Borough, Haringey made representations on the
provisional settlement, both through a written response andina
meeting with the Minister on 11" January 2012.

The key points put to the government included:

o The local government spending cuts are too deep and too fast;

o Those cuts combined with flawed grant distribution
arrangements are particularly harsh for councils such as
Haringey;,

o Haringey’s funding reductions are disproportionate compared
to more prosperous areas and are not well aligned to
Haringey’s relative level of deprivation;

o Haringey is facing major challenges related to the recent civil
disturbances, safeguarding vulnerable children and addressing
socio-economic issues characteristic of an inner — rather than
an outer- London Borough.

The Council has requested the government responds to these
concerns by:

o Providing revenue support to assist the Council to address the
long term solution to the cause of the riots;

o Addressing the funding gap with our neighbours — a starting
point would be to ensure the Council’s baseline funding for
2013-14 under the new Business Rates arrangements set out in
the Localism Act recognise Haringey needs to be at inner
London funding levels to enable it to tackle the causes of the
riots and the deprivation in the borough.;

o In the short term providing specific grant funding to address -
social inclusion, youth provision, community cohesion and
business development support in the ‘post-riots’ context;

o Expediting the settlement of the claim to DCLG for the direct
costs of dealing with the civil disturbances;
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8.7

8.8

8.9

o Allowing any unspent DCLG funding for regeneration activities
in Tottenham to be carried forward beyond January 2012;

o Considering additional capital funding for the physical
regeneration of the areas affected by the civil disturbances to
meet any shortfall in that provide by the GLA;

o Waiving the Troubled Families match-funding requirement;

o Determining urgently the future financing arrangements for local
government, under the proposed localisation of Business Rates
arrangements as proposed under the Localism Act, and by
publishing funding allocations for authorities;

o Giving sufficient regard to the business rate relief granted as
part of the regeneration response to the civil disturbances when
determining Haringey’s funding allocation under the new
funding arrangements for local government proposed to be
implemented from April 2013;

o Giving flexibility and freedom to identify additional resources to
fund council tax support;

o Providing additional resources to the Council in respect of the
deduction from the Formula Grant LACSEG:

o Confirming the continuation of Early Intervention Grant in 2013-
14 and beyond;

o Giving consideration to an interim relief grant in respect of
school funding.

The government published the Final Local Government Finance
Settlement on 31% January 2012. The final Formula Grant figures for
2012-13 confirm those originally published on 8" December 2011. In
line with the government's policy on multi-year settlements, the
Formula Grant figures for 2012-13, as the second year of a multi-year
settlement, have not changed as a consequence of Ministers having
considered all representations received during consultation and having
not found any exceptional circumstances to justify any changes.

Accordingly there are no changes to Haringey’s Formula Grant figures
for 2012-15 as reported to the Cabinet in December 2012. These
figures are included in appendix 1.

From April 2013 the government intends to introduce new funding
arrangements for local authorities, through the ‘repatriation’ or
‘localisation’ of Business Rates. As previously noted by Cabinet, these
proposals represent a material financial risk to the Council. At this
stage the implications cannot be accurately forecast. This adds

more uncertainty into the Council’s financial plans. The Council
therefore needs to be additionally prudent and be aware it may need
to make greater cuts to its spending.
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8.11

8.12

8.13

8.14

8.15

8.16

In its formal response to the government’s consultation on these
proposals, the Council made these and other points and urged the
government to publish detailed funding scenarios for each council as a
matter of urgency. The government has not yet responded to this
point.

The remaining sources of finance for the Council’s revenue spending
are:

o Council Tax

o Reserves

o Fees and Charges

These are considered in turn, below.
Council Tax

The Council will consider the Cabinet’s MTFP and Budget
recommendations at its meeting on 28" February 2012, and informed
by those recommendations will determine the level of Council Tax for
the financial year 2012-13 at that meeting.

The Localism Act 2011 gives electors the right to veto excessive
Council Tax rises from April 2012. Councils that set tax increases
above a ceiling approved by Parliament each year would automatically
trigger a referendum in their area. For 2012-13 the ceiling for
authorities such as Haringey is an increase of 3.5%.

The government has confirmed councils that freeze or reduce tax in
2012-13 will receive additional one-off funding equivalent to the
additional income that would result from an increase of 2.5% on their
2011-12 Council Tax level. This new one-off grant would be in addition
to the similar grant funding provided in the Spending Review for the
four years 2011-15, in respect of the freezing of Council Tax in 2011-
12.

In considering the level of its Council Tax for 2012-13 the Council
should have regard to:

o The level of non-Council Tax funding resources that will be
available in each of the next three years;

o The on-going demand for services;

o The views of residents, trade unions, businesses and other
interested parties;

o The level of efficiency savings and service reductions that can
realistically be delivered;

o The likely restrictions on any proposed Council Tax increases
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8.18
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8.20
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8.22

8.23

8.24

and the level of grant being offered to Councils who freeze their
Council Tax increase in 2012-13;

o The general economic climate and the additional financial
burden any increase would have on Council Taxpayers.

The MTFP 2012-15 cash limits presented in this report at appendices
1 and 2 assume, for financial planning purposes only, no increase in
Haringey’s Council Tax in 2012-13, and the consequential receipt of
additional Council Tax Freeze Grant of £2.5m for 2012-13 only.

The projected income from Council Tax in 2012-13 is £103m based on
86,979 Band D equivalent properties (@n increase of 412 over the
taxbase for 2011-12) and a collection rate of 96% (2011-12 96%).

This increase in the taxbase results in additional £487k Council Tax
income compared to the previous assumption.

Reserves
The level of general reserves is shown in appendix 4a.

Given the scale of the spending reductions the Council has to deliver
over the period 2012-15 (and beyond) and the risks set out below it is
proposed these reserves should not be used to pay for on-going
spending and wherever possible, earmarked reserves should be
maintained at their current levels.

The Council holds a number of reserves which are detailed in
appendix 4a and can be categorised as follows:

1. Un-earmarked (general) Reserves. These are held to cover the
net impact of risks, opportunities and unforeseen emergencies;

2. Earmarked (specific) Reserves. These are held to cover specific
known or predicted financial liabilities;

3. Other Reserves. These relate to ring-fenced accounts which
cannot be used for General Fund purposes e.g. the Housing
Revenue Account and schools).

In addition the Council’s contingency budget of £2m is continued in
2012-13.

Appendix 4a also shows the projected movement on the reserves for
both the current year 2011-12 and 2012-13.
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It is imperative the un-earmarked general reserves are adequate to
meet the net financial impact of the risks and opportunities detailed in
paragraph 11, below. These have been assessed as £10.2m, as set
out in appendix 4b.

Redundancies

In February 2011, the Council was facing estimated redundancy costs
of £25m. As previously reported, the Council has applied for, and been
granted, approval to capitalise some of these costs thus precluding
the need to draw down that element from reserves (but spreading the
costs over a number of years).

Approval to capitalise costs of £56m over two years has been granted
and a revised forecast of our costs has now been made. The latest
estimate, therefore, of funds to be drawn from reserves for the on-
going redundancy programme is now reduced to circa £20m and this
is reflected in the reserves forecast attached to this report as appendix
4a. Redundancy costs may increase further as future savings
proposals are delivered over the MTFP period and beyond.

Fees and Charges

A separate report will be considered by the Cabinet at this meeting
setting out recommendations for changes in fees and charges across
all service areas for 2012-13. The additional income anticipated as a
result of the revised levels of fees and charges is £279k for the
General Fund and £37k for the Dedicated Schools Budget (DSB).
Directorates’ cash limits will be adjusted accordingly.
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Revised Budget proposals

A number of changes were reported to the Cabinet in Dacember 2011.
Further proposed changes are set out below, comprising both
changes in previously approved proposals and new proposals.

Grant related proposals

As noted by the Cabinet in December 2011, the Council has received
more Core Grant funding for 2012-13 than anticipated in the
previously approved MTFP 2011-14.

The following proposals to use this funding are now recommended:

o Early Intervention Grant - the additional sum of £456k to be
provisionally allocated to the Children and Young People’s
Services directorate. Confirmation of this allocation to be
dependent on a case being made for its use including
consideration of the merits of a one-off allocation to support the
strategic improvement plan and early interventions and / or
supporting statutory childcare places. The latter activity is likely
to need an amount of preparation which will need to be borne in
mind when allocating the resource;

o Learning Disability - the additional sum of £90k to be allocated
to the Adult and Housing Services directorate for costs arising
from the transfer of responsibilities to the Council from Health
including Learning Disabilities and Health Watch;

o Free Travel - the additional sum of £24k to be allocated to
Concessionary Fares;

o Housing Growth - the additional sum of £51k to be
provisionally allocated to the Adult and Housing Services
directorate. Confirmation of this allocation to be dependent on
a case to be made for its use by Housing;

o Flood Grant - the additional sum of £207k to be provisionally
allocated to the Place and Sustainability directorate.
Confirmation of this allocation to be dependent on a case to be
made for its use.

The use of other grant sums is unchanged as previously

allocated by the Cabinet. A number of further changes are set
out below.
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Other proposals

One Borough One Future Fund

It is proposed to create a ‘One Borough One Future Fund’ through a
one off contribution of £1.2m. The Fund will support projects which
enable innovation and change, stimulate new ideas and ways of
working and help the Council to focus on delivering its priorities.

Worklessness

It is proposed to make a one-off contribution of £2m to support
worklessness in the Borough funded from the Council Tax Freeze
Grant that will become available should the Council resolve not to
increase Council Tax in 2012-13. Detailed proposals will be presented
to a future meeting of the Cabinet.

Bad debt provision

It is proposed to make a one-off contribution to the Council’s Bad
Debt Provision of £0.5m given the on-going challenging economic
climate.

Olympics

£200k additional one-off funding is to be provided for projects related
to the Olympics in 2012. These relate to anticipated essential activities
as a result of increased pressure on the Single Frontline, Parks and
Emergency Planning services.

Parks

It is proposed to invest the sum of £0.2m in 2012-13 on a one-off
basis in the Parks budget. The sum is planned to be used to improve
the infrastructure of Haringey parks and would include expenditure on
new benches, fences and litter bins etc.

Tottenham Regeneration Team

Funding of £700k (ongoing) is proposed from 2012-13 to support the
Council’s work on re-generation in Tottenham, in conjunction with
additional capital resources, explained at paragraph 14.5.

Page 20 of 32



Page 101
Page 23

Haringey Council

Budget pressures / savings

9.9

9.10

9.11

9.12

9.13

Adult Social Care and Housing directorate

As noted in December 2011 there are a number or potential budget
risks in 2012-13 relating to Care Purchasing and Continuing Health
Care Transfers from Health. The scale and likelihood of these risks are
such that it is expected any resultant costs can be managed within the
directorate’s cash limit in 2012-13 at this stage.

Children and Young People directorate

Cabinet is aware of the pressures in the current year related to Looked
after Children and the work that is in progress to develop strategies to
reduce the consequential financial pressures from 2012-13.

Any reduction in the capacity of Residential Homes will require
alternative external provision to be secured for the children who would
otherwise have been placed in the internal residential homes. Potential
net revenue annual savings of £259k from 2013-14 may be achieved.
If agreed this sum could be made available to the CYPS directorate
subject to an appropriate case being made for the use of the
resources.

Place and Sustainability directorate

There are a number of financial risks relating to income and leisure
which are expected at this stage to be manageable in 2012-13.

It is likely that the Household Waste Recycling Centre sites will transfer
to North London Waste Authority during 2012-13 subject to member
agreement. At this point the Council will make a saving of
approximately £400,000 in the Veolia contract, as Veolia will no longer
be required to manage these sites. The cost of NLWA running the sites
is already allowed for in the draft NLWA levy position. Therefore if the
sites do not transfer the Council can expect a reduction in the levy
payable of an equivalent amount.
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9.14

9.15

9.16

9.17

9.18

Alexandra Park and Palace Charitable Trust

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 Council asked the trust to find savings
within their budgets of £500k in order to reduce their reliance on the
Council. The Trust have identified savings/ additional income of £500k
for 2012-13 which will result in the net subsidy reducing to £1.6m for
2012-13 for the core activity of the Trust. The current budget plan is
based on the £500k of savings being applied to the regeneration and
development programme at the Palace (see item in capital
programme, in appendix 7).

Qther service issues

As noted in the report to Cabinet in December 2011 there may be
financial implications arising from recent or imminent legislative
changes.

As in 2011-12, it is proposed to create a financial provision to mitigate
the risk of slippage in the achievement of approved savings. A sum of
£800k for 2012-13 is proposed. This is a reduction from that of £1.8m
provided in 2011-12.

Tottenham Riots — Council funding position

The Council has, so far, made two grant claims to the government, the
results of which are awaited.

The Department for Communities and Local Government [DCLG] have
indicated there may be a third opportunity to claim for costs not
otherwise met by existing processes but no further details have been
announced at this time. This could potentially allow the Council to
claim for the costs not met under the Recovery Scheme as set out
above plus wider regeneration and business support that was either
not eligible under previous claims or relates to ongoing work after the
date of the original claims.
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Local Government Finance Bill

The government introduced the Local Government Finance Bill on 19"
December 2011. The Bill includes proposed measures addressing the
Local Government Resource Review [localisation of Business Rates],
Tax Incremental Financing Schemes [TIFs], technical changes to
Council Tax and the localisation of Council Tax Benefit, as
summarised in paragraph 9.21, below.

The full implications of these potential changes are not yet fully clear,
but it is likely there will be material impacts on the Council’s financial
position during the current MTFP period to 2015, relating to the
localisation of Business Rates (see paragraph 8.9, above) and the
localisation of Council Tax Benefit.

As previously reported to Cabinet, a key proposal in the government’s
plans for changes to the welfare system is the abolition of the current
Council Tax Benefit [CTB] scheme, to be replaced by a new scheme
whereby each local authority would receive un-ring fenced special
grant based on 2012-13 expenditure and a reduction of 10% in
funding for those residents who are currently entitled to benefit.

The government is committed to protecting some groups, in particular
low income pensioners. Based on Haringey’s current CTB caseloads a
10% reduction in funding equates to some £4m pressure on the '
revenue budget. The current MTFP includes a sum of £4m from 2013-
14 as a contingent sum in respect of that pressure. This will need to
be reviewed as further details of how the new scheme will operate are
issued by the government.
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10 Budget and MTFP Revenue proposals — summary

10.1  The latest financial position for the two years 2012-14 is summarised
in Table 2 below, and in more detail in appendices 1 and 2.

Table 2 2012-13 2013-14 TOTAL
£m £m £m
MTFP surplus (+) / shortfall (-)

Cabinet December 2011 1.10 -7.70 -6.60
Spending proposals
PARA
9.2 Additional core grant allocations -0.80 -
9.4 Worklessness -2.00 2.00
9.6 Olympics -0.20 0.20
9.7 Parks ' -0.20 0.20
9.11 Children's Services -0.20 -0.10
9.8 Tottenham regeneration team - -0.70 -
9.16 Savings risk provision -0.80 0.80
9.5 Increase in Bad Debt provision -0.50 0.50
9.3 One Borough One Future Fund -1.20 1.20

Total Spending proposals -6.60 480 -1.80

Financing proposals

8.17 2012-13 Council Tax Freeze Grant 2.50 -2.50
8.28 Fees and charges 0.30 -
9.13 NLWA 0.40 -
8.19 Increase in Council taxbase 0.50 -
9.2 Additional core grant 0.80 S
9.16 Transfer from/to reserves 0.80 -0.80
Residential Homes [Children & )
9.11 Families] 0.20 0.10
Total Financing proposals 5.50 -3.20 2.30
MTFP surplus (+) / shortfall (-) 0.00 -6.10  -6.10
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10.3

10.4
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11.1

11.2

1.3

2014-15

As reported to the Cabinet in December 2011, the overall financial
position for 2014-15 is very uncertain and the current projections will
be subject to further review over the coming months. As noted
elsewhere in this report, the Council is making strenuous efforts to
influence the government to recognise the inequitable impacts on the
council’s finances of current funding regimes and to make changes to
deliver increased funding in the future.

Government funding is one example of material changes that could
affect the Council’s finances in 2014-15, set out below:

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

o New Homes Bonus and other funding incentives provided by
the government

o Inflation and interest rate changes

C 0 0 O

There is no reason at this stage to change the assessment set out in
paragraph 6.6, above, which is a potential budget shortfall of £19m in
2014-15, subject to many uncertainties which mean this figure could
vary either way.

Risks and Opportunities

When setting the draft MTFP, Directors have provided their best
estimates of service costs and income based on the information
currently available. However there will always be factors outside of the
Council’s direct control that will vary the key planning assumptions
that underpin these estimates.

There are a number of significant risks that could affect either the
level of service demand (and therefore delivery costs), or its funding.
In addition there are general economic factors, such as the level of
inflation and interest rates that can impact on the net cost of
services. .

Similarly there are opportunities either to reduce costs or increase
income which have not, as yet, been factored into the planning
assumptions. The main risks and opportunities are summarised
below.
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12.1

12.2

12.3

IJ___
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Reduction in service standards / performance
Funding uncertainty - including localisation of Business Rates
and Council Tax Benefit from April 2013

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
Further reductions in joint NHS funding

Increase in bad debts.

Academies

o O

O 0000000

Opportunities

o New freedoms and flexibilities
o New income streams

Dedicated Schools Grant [DSG]

At its last meeting the Cabinet endorsed a number of
recommendations made by the School Forum following their
consideration of the DSG strategy for 2012-13. Appendix 5 sets out
the text considered by the Cabinet in December 2011, together with a
table setting out the key figures reflecting the latest position. The
school funding arrangements for 2012-13 have now been confirmed in
an announcement by the Minister on 13" December 2011. The main
points arising from the announcement are set out below.

The pupil numbers which will inform the Council’s DSG allocation are
taken from the January 2012 Annual School Census which schools
were due to complete on 19" January. The Guaranteed Unit of
Funding has been confirmed at the same level as for 2011-12 and as
such no change is proposed at this time to the estimated DSG set out
in December (£208.5m)

At that time the Cabinet was also advised that, based on the Spending
Review totals, the resources distributed through the Pupil Premium
was expected to double, suggesting a revised allocation of £10.1m for
the Council. In addition the outcome of a consuitation concerning the
future treatment of the Pupil Premium, including possible changes to
the methodology used in its distribution, was awaited. The
government has now announced the outcome from that consultation
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12.4

12.5

12.6

12.7

12.8

which can be summarised as:

o An increase in the level of the Pupil Premium for 2012-13 from
£488 to £600 per eligible pupil;

o An extension of the methodology to include all those pupils who
have ever been eligible for Free School Meals (FSM) over the
previous 6 years.

The financial effect of the (relatively small) increase in the level of the
Pupil Premium, together with the methodology change, is difficult to
exemplify. Despite the base Pupil Premium rate not doubling which
was the basis for the estimated £10.1m, it is expected the

broadening of the criteria to include pupils who have been entitled to
FSM at any time during the last six years, will significantly compensate
for this. However, the Cabinet should note that, as all of this resource
must be passed to schools there is no effect arising from this on the
Council’s General Fund finances and schools will be notified of their
budget allocations once they have been received from the DFfE.

The government has also published the responses received in respect
of their consultation proposals for changes to the School Funding
system from 2013-14; it is now their intention to develop further
proposals in the light of the responses.

The Cabinet was advised in December 2011 that a small number of
formula changes were felt necessary for 2012-13. A consultation
document has since been sent to all schools and other relevant
groups.

In December 2011 the Cabinet was also advised of a number of
budget pressures which the Schools Forum agreed should be met
from the available headroom. Since then further work has been
undertaken to quantify three areas where pressures are apparent in
the centrally retained element of the DSG:

o Additional SEN costs;

o Costs of the Local Authority Central Service Equivalent Grant

(LACSEG) deduction;
o Educational component of LAC residential placements.

At the meeting of the Schools Forum held on 26" January 2012 further
detail was provided in respect of the additional SEN costs and the
educational component of LAC residential placements. That report
identified that, following further work to quantify the amounts required,
sums of £0.45m (SEN) and £1.0m (LAC) were recommended for
approval by the Forum. Both of these proposals were supported by
the Forum and the relevant recommendations extracted from the draft
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minutes of that meeting are set out below:
“RESOLVED:

That the increase in funding of £0.45m for the Inclusive Learning
Campus and Heartlands be agreed and recommended to the Local
Authority.

That the proposal for the Looked After Children Placement Budget of
£1m be agreed and recommended to the Local Authority.”

12.9 Itis assumed that these additional costs can be accommodated within
the overall centrally retained resources of the DSG, including the
relevant share of any increase in DSG attributable to increased pupil
numbers which will not be known until after the January Census data
has been finalised. :

Academies

12.10 In December the Cabinet was advised that the outcome from the most
recent consultation on changes to the methodology for removing
resources from both DSG and the Council’s Formula Grant was
awaited. The government made an announcement on 13" December
2011 which included a short further consuitation based on what the
Minister was ‘minded to do’ in respect of the LACSEG deduction.

12.11 The Council has formally responded to that consultation arguing for
further changes to be made. However, an underlying principle in this
consultation is the amounts top-sliced from local authorities’ Formula
Grant budgets in 2011-12 and 2012-13 will not be increased (and may
in certain cases be mitigated through an additional specific grant). The
Council’s overall Formula Grant position will not therefore worsen (and
may marginally improve) because of this aspect in 2012-13.

13 Housing Revenue Account [HRA]
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13.1

13.2

13.3

13.4
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14.1

14.2

14.3

14.4

New arrangements for the management of the Council’s Housing
functions start on 1% April 2012.

In December 2011 the Cabinet received a comprehensive report on
these changes and made a number of important consequential
decisions in respect of rent increases, service charges, the

separating of outstanding debt between the General Fund and the
HRA, and the overall financial planning assumptions for the HRA, on
the basis of which draft proposals for the overall HRA Revenue Budget
2012-13, Capital Programme 2012-15 and MTFP 2012-15 were
agreed.

The decisions on changes in rents and service charges were
provisional subject to consultation with tenants. That consultation has
now been completed and the Cabinet is now recommended to
propose to the Council it approves those changes at its meeting on
28" February 2012,

A number of other revisions in the detail of the HRA spending

and funding are also necessary. Accordingly, and to ensure the
Council is fully appraised of the range of changes in the HRA

when it considers its Budget and MTFP decisions on 28" February,

a revised comprehensive report incorporating all these changes is set
out at appendix 6.

Capital Programme

At its meeting on 20" December 2011 the Cabinet received details of
and agreed draft proposals for the Capital Programme 2012-15 to be
recommended to the Council.

Since then a number of changes in both spending and financing
have been identified and are included in the updated proposals set
out in appendix 7.

The Cabinet is recommended to approve these proposals for
consideration by the Council at its meeting on 28" February 2012.

As there are risks in the timing of the realisation of capital receipts and
the Capital Programme is heavily dependent on those, it is proposed
to undertake additional temporary borrowing in lieu of the capital
receipts being realised. The costs of this will be funded through the
capital financing budget.

North Tottenham investment package

Page 29 of 32
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14.5

15

15.1

16

16.1

16.2

17

As noted at paragraph 9.8, above, additional revenue investment of
£700k for re-generation initiatives is proposed. The draft Capital
Programme proposes approval in principle to a further allocation of
£5m to make a total of £9m investment (including £4m capital
programme investment already provisionally agreed by Cabinet on 20"
December 2011 but subject to Council agreement) in North
Tottenham (linking with the Mayoral investment of £18m) to support:

o a contribution to heritage building improvements in the vicinity
of the NDP Scheme (£3m);

o a contribution to public and community event space to be
provided as part of the NDP Scheme (£5m);

o environmental improvements on Worcester Avenue (£0.5m);

and

o the formulation of a phased North Tottenham regeneration
master plan with a primary focus on the area west of High Road
centred on White Hart Lane (£0.5m).

Treasury Management Strategy

The Treasury Management Strategy for 2012-13 will be brought to the
meeting of the Council in February 2012. It will set out the proposed
strategy for the Council’s borrowing, investment of cash balances and
the associated monitoring arrangements.

Legal

The Budget and Policy Framework procedure rules and Overview and
Scrutiny Procedure rules are contained in the Council’s Constitution
and set out both the statutory requirements on Local Authorities in
relation to budgets and this Council’s approach to setting budgets.

The Overview and Scrutiny Committee undertake scrutiny of the
Council’s budget through a Budget Scrutiny Panel. The procedure by
which this Panel should operate is detailed in the Protocol covering
the Overview and Scrutiny Committee and operated by means of the
Panel selecting three themes by which budget scrutiny was
undertaken. It is for the Cabinet to approve the proposals and then
submit to Full Council and the Council sets the budget.

Equalities
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17.1

17.2

17.3

18

18.1

19

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 EqlA.

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 budget setting processes is being undertaken as set out in
paragraphs 7.1 to 7.5.

Appendices
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1. Summary of the proposed MTFP to March 2015.
2. Business Unit Cash Limits to March 2015.

3. Changes and Variations.

4. Reserves:

4a: Reserves and their Adequacy;
4b: Risk Evaluation.

5. Dedicated Schools Grant.
6. Housing Revenue Account [HRA] 2012-15.
7. Capital Programme [including HRA] 2012-15.

8. The recommendations of the Overview and Scrutiny Committee
and the Cabinet’s responses.

20 Local Access to Information Act
20.1 The following reports are relevant:

o Financial Planning 2012-13 to 2014-15
(Cabinet 20" December 2011).
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Business unit cash limits

Appendix 2

2012-13

Cash limit

£'000
Central Directorate Budget (Adults & Housing) 965
Adults and Community Services 68,666
Community Housing Services 16,665
Aduits:and’Housing - 86,206
Central Directorate Budget (Place & Sustalnabmty) 397
Front Line Services 27,904
Planning, Regen and Economy 2,718
Property 5,860
Leisure Services 1,791
Culture, Libraries & Learning 3,460
BSF Revenue / Direct Serwces / Prop & Contracts {342)
‘Place & Sustalnability - : ; CEe o 41,789
Public Health 848
Public Health - ~ ~ S 348
Central Dlrectorate Budget (Corporate Resources) 202
Revenues, Benefits & Customer Services 7,275
Corporate Finance 5,188
Corporate Procurement 1,640
Legal services 2,296
information Technology 13,015
‘Corporate Resources 29615
Prevention and Early Intervention 11,173
Children & Families 49,024
Business Support and Development 1,133
Central Directorate Budget (CYPS) (667)
‘Children&Young People's Services . ‘60,663
Central Directorate Budget (Chief Executwe) 2,277
Electoral Service 310
Human Resources 1,331
Organisational Development & Committee 862
Local Democracy 934
Policy, Intelligence & Partnerships 2,878
Communications 1,395
‘Chief:Executive 9,986
Non Service Revenue 44 037
inflation - : 3,770
Gov't Grant etc to be allocated 1,023
Transfers to/(from) Reserves 400
Savings to be |dentified 0
‘Non Service Revenue = 49:230°

Total Funding Requirement
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Appendix 4a
RESERVES AND THEIR ADEQUACY

1. General Fund General Reserve

The judgement on the adequacy of the general fund general reserve needs to reflect
the risk management and financial control processes that are in place, and the
residual risk of emergencies or unexpected events. For this purpose identification of
the key risks is done in three ways:

« identification of risks during the financial planning and budget setting
process as set out in the main report;

o risk assessment of the agreed investment and savings proposals in the
agreed budget package, and; .

s key risks identified, monitored and managed through the Council's risk
management strategy and framework.

The calculation of the potential financial impact of these assessed risks has been
done and in the light of this, it is regarded that £10.5m is an appropriate target level
for the general fund general reserve over the three-year financial planning period.
The risks set out in Appendix 4b assess a potential financial impact at £10.2m; the
Director of Corporate Resources therefore regards the £10.5m figure as a prudent
level to set aside. :

The £10.5m target for general balances represents 4% of the Council's net budget
requirement for 2012-13.

2. Services Reserve

It is Council policy that service under and over spends are retained by the relevant
service subject to approval by the Cabinet in the year end financial outturn report.
This reserve earmarks those funds to be carried forward to the following financial
year.

3. Insurance Reserve

The insurance reserve is kept under review by the Head of Audit and Risk
Management with the assistance of the Council's insurance adviser. A key variable
is the split between this reserve and the level of insurance provision held elsewhere
in the balance sheet. The last actuarial review concluded that this reserve was at an
appropriate level. The Director of Corporate Resources is satisfied that the reserve
constitutes adequate protection in respect of the self-insured risk. This self-
insurance reserve is in addition to the separately procured insurance with a
consortium of other London boroughs.

4. PFl Reserve

The PFI reserve reflects the new arrangements following the suspension of services
within the PF! contract. The opening figure reflects the remaining element after
taking into account the pre-payment previously included elsewhere in the balance
sheet. The reserve will be used to manage the lifecycle fund requirements for
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schools in the suspended services period during the Building Schools for the Future
investment programme.

5. Infrastructure Reserve

The infrastructure reserve is a key financing resource for the programmes of renewal
of assets for IT and property. This assists in spreading the costs of core
replacement of assets as well as managing asset improvement programmes. It is
current policy that revenue and capital underspends in these services are
transferred to this reserve for future use.

The infrastructure reserve will remain in place to spread the cost of future
infrastructure renewal programmes.

6. Transition Reserve

The Transition Reserve is specifically earmarked for the costs associated with the
Council’s restructuring and savings programme.

This Reserve is to fund the associated transition costs of redundancies,
decommissioning, and investment necessary to deliver longer term efficiencies and
change. Given the scale of the transition programme within the period of the medium
term financial plan there is still an estimated cost of some £14m relating to the
redundancies as a result of the savings proposals still to be implemented. The
Council is continuing to seek government approval to capitalise this cost and to date
has received confirmation for £5.0m. The Director of Corporate Resources considers
that all of this reserve should be earmarked for redundancy costs.

7. Financing Reserve

The financing reserve is a key tool for managing the impact of financial plans from
one year to another. This reserve requires balances to be at different levels year to-
year depending on the demand as identified through previous and current budget
plans. The overall balance on the financing reserve at 31 March 2012 is estimated
to be £8.0m.

8. Debt Repayment / Capital Reserve

This reserve has previously been used to set aside money that the Council has for
repaying outstanding debt in the future and / or for the purposes of setting aside
money earmarked for future capital investment. It had been considered to be used
to fund the impairment from the non-recovery of deposits in Icelandic banks,
however, central government have allowed this to be capitalised over twenty years
so this amount remains uncommitted. It has also been available to support the
capital programme. However, given the scale of the redundancy costs the Council is
to incur, this reserve will now be utilised and applied to these costs.
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9. HRA reserve

The judgement on the adequacy of the HRA general reserve needs to reflect the risk
management and financial control processes that are in place, and the residual risk
of emergencies or unexpected events. This risk evaluation also needs to take into
account the change in the financing of the HRA from 1% April 2012 and the account
moving to be self-financing.

In the light of this, £7.5m is regarded as an appropriate target level for the HRA
general reserve over the three-year financial planning period which the Director of
Corporate Resources considers to be a prudent level. This represents approximately
9% of the HRA turnover for 2012-13.

10. HRA Major Repairs Reserve

The balance on this reserve represents the amount unspent of the major repairs
allocation (MRA) and will be used for future housing capital spend. This has been
inflated in recent years as the government has allowed Decent Homes funding to be
brought forward. However due to changes in the HRA financing from 1% April 2012
this will be changing and currently it is not anticipated there will be any extra
resources to go into this reserve after the 2012-13 capital programme has been
financed.

11. Schools Reserve

The amount in the schools reserve is a consequence of the funding and spending of
individual schools. A proportion of it reflects earmarked funding for future schools
projects. The current expected level of the reserve at £1m represents 0.5% of the
schools core funding. The projection for 2012-13 will not be finalised until individual
schools budgets are calculated, which is subject to the pupil count data. A loan
scheme has been introduced with the agreement of the school's forum, which acts
like the Council's own Sustainable Investment Fund (SIF) and allows schools to
borrow to invest in energy and carbon reducing improvements that can be repaid
back to the general schools balances. '
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12. Overali

The estimates of the reserves position, including earmarked and un-earmarked
reserves for the General Fund, schools and the HRA are detailed in the table below.

Actuals Forecastto Forecast to

Reserve 31.03.11 31.03.12 31.03.13
£m £m £m

Non-earmarked

General Fund Balance 10.6 10.5 10.5

Total Non‘-earmarkéd

Reserves 10.6 10.5 10.5

Earmarked

Services Reserve 4.8 4.7 1.6

insurance Reserve 8.9 8.0 8.0

PFl Reserve 7.2 5.0 4.8

Infrastructure Reserve 2.4 1.9 0.4

Transition Reserve 1.8 1.8 1.8

Financing Reserve 8.5 8.0 5.0

Debt Repayment/Capital

Reserve 13.3 12.5 8.2

Total Earmarked Reserves 46.9 41.9 29.8

Other Reserves

HRA 8.0 75 7.5
Major Repairs (HRA) 0.0 0.0 - 0.0
Schools 2.6 1.0 1.0
Total Other Reserves 10.6 8.5 8.5
Total 68.1 60.9 48.8
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Less earmarked reserves and
contingencies for the above
Grand Total

, Appendix 4b
Adequacy of Reserves - Risk Assessment
Three key assessment areas:
1. Identification of risks during the financial planning and budget
setting process as set out in the main report;
2. risk assessment of the agreed investment and savings
proposals in the proposed budget package, and;
3. key risks identified, monitored and managed through the
Council's risk management strategy in the corporate risk regsiter.
Gross
Budget Residual
Exposure Risk Impact
£m Y% £m
1. Budget Process
Adult Sociai Care 50
Childrens Services 24 A medium level risk
Housing 10 assessment has been
" Capital Financing 40 applied to the budget
Revenue streams 50 amount potentially at risk. 20.0
2. Savings Proposals
Medium risk on savings
- Delivery Programme 20 proposals for 2012-13 3.0
- Transition costs (e.g. Very high risk of
redundnacies) ’ 14 significant financial impact 14.0
Low risk assessment on
variety of risks within the
3.Corporate Risk Register 28 corporate risk register 2.0
4. Unidentified Risks 1.0

29.8

10.2
e te———
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Appendix 5
DEDICATED SCHOOLS GRANT and ACADEMIES

Text below was reported to the Cabinet at its meeting on 20™ December
2011

1 The Schools Forum met on 8™ December 2011 to consider a paper
on the Dedicated Schools Grant Budget Strategy for 2012-13. A
number of recommendations were put to the Forum and their views
have been set out below in respect of the key areas, to inform the
Cabinet’s consideration of these issues.

2 The schools financial settlement for 2012-13 will follow the same
pattern as in 2011-12 (i.e. the spend plus methodology) with a single
Guaranteed Unit of Funding multiplied by the number of pupils
recorded in the various pupil censuses taken in January 2012.

3 The Guaranteed Unit of Funding (GUF) in 2011-12 was £6,306.81
and will continue at this level in 2012-13. This represents a standstill
at cash levels although clearly the effect of inflation means that, for
this element of the budget, schools will experience a real terms
decrease in their funding in 2012-13. On the basis of the final 2011-
12 pupil numbers and the GUF above the estimated DSG for 2012-13
will be set at £208.503m which the Cabinet is asked to agree as the
indicative level of the Dedicated Schools Grant (DSG) for 2012-13.

4 In addition to this funding schools will continue to receive the Pupil
Premium which was introduced in 2011-12. It initially provided £430
per pupil eligible for Free School Meals (FSM) in the January census.
During 2011-12 this was increased to £488 per pupil and, for 2012-
13,is set to double. The government has also consuited on possible
changes to the methodology for distributing the Pupil Premium; the
outcome of which is awaited. However, for 2012-13 the Cabinet is
asked to note an expected Pupil Premium allocation of £10.1m.
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In 2011-12 there was a fundamental change to a large number of
previous grant funded streams with most being incorporated within
the DSG. In 2011-12 it was agreed that, for universal grants, a lump
sum equivalent to the 2010-11 allocation of predecessor grants,
reduced by 1.5% to reflect the negative Minimum Funding
Guarantee (MFG) would be provided and for targeted grants the
relevant sum would be added to headroom. It was further agreed
that this approach be revisited in 2012-13 as part of an overall
review of the Haringey Formula. However, given that the government
has consulted on fundamental changes to school funding which are
anticipated to be implemented for 2013-14 and which include the
possibility of a national funding formula, the Cabinet is asked to
agree the continuation of this approach in 2012-13 pending further
clarification on the outcomes from the School Funding consultation.
The Schools Forum was in agreement with this approach.

In 2011-12 uncertainty over the continuation of the Music Education
Grant (MEG) led Members to agree to support the Music Service
from headroom. Resources of £126.6k were provided in 2011-12
and the increased contribution for 2012-13 on a similar basis is
£41.1k which the Forum supported on the understanding that the
Head of the Music Service attend the next Forum meeting to explain
what steps were being taken to ensure that all pupils from across the
borough had equitable access to the service.

A one-off allocation of £522k was made available to certain schools
to take on the running of extended services on the understanding
that future provision be self-sustaining. This sum is not required in
2012-13 and the Forum agreed to a proposal to add this to the
available headroom. The Cabinet is asked to endorse this treatment.

The Forum was asked to express a view on a number of proposed
formula changes and in particular indicate their agreement to consult
on those changes with schools, and other relevant bodies, where
appropriate. The School Forum has the power to agree changes to
the Funding Formula and therefore the Cabinet is asked to note the
intention of the Forum to consult and to propose changes to the
Formula in the following areas:

o Protection for ‘bulge’ classes.

o Changes to the methodology for recognising premises
costs.

o The introduction of a small secondary schools factor.
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In addition the Forum were advised of two further formula changes;
the first consequent on changes to the government’s formula for
distributing the Pupil Premium which has obviated the need to
continue with a local factor introduced last year for new schools. The
Forum also agreed not to consult on a proposal to remove the paid
meal subsidy on the basis that it provided a useful lever against
schools failing to levy the recommended price for a school meal.

A number of pressures were highlighted to the Forum which it was
agreed should be met from the available headroom following the
final determination of pupil numbers and the DSG. The pressures
identified were:

o The need for additional funding of SEN places within the
individual Schools Budget (ISB) for the new Integrated Learning
Campuses and Heartlands High School resource base as part
of a continuing strategy to develop in-borough SEN provision
as a means to reduce the use of more costly out-borough
provision and improve value for money;

o The need to provide for the costs of the Local Authority Central
Services Equivalent Grant (LACSEG) following the conversion of
schools to Academy status; and

o The educational component of Looked After Children (LAC)
external residential costs.

The Cabinet is asked to agree to the funding of these items from
available headroom.

Finally, the Forum were advised that the target of delegating 16% of
resources via deprivation factors had now been achieved and
therefore there was no need to create headroom through a general
application of the Minimum Funding Guarantee (MFG). As a result
they agreed to endorse an approach that did not require the
reduction of formula factors by the MFG (-1 .5%) unless there was
insufficient headroom to meet all of the proposed calls on headroom.
In the event that headroom is available after meeting all of the
identified pressures the Forum agreed a proposal to distribute
headroom via the Key Stage funding units including those for Early
Years and place led settings. The Cabinet is asked to agree this
approach to the use of headroom.
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Academies

The DfE has also consulted on interim funding arrangements for
Academies proposals for revising the arrangements for caiculating the
Local Authority Central Services Equivalent Grant (LACSEG) and  the
outcome of this is also outstanding.

Haringey now has two schools that have chosen to convert to
Academy status. The financial implications for 2012-13 are that
funding equivalent to the school budget shares will be recouped
from the DSG plus Local Authority Central Spend Equivalent Grant
(LACSEG) of approximately £0.53m. In addition the government ‘top
slices’ the Council’s Formula Grant allocation. As noted at paragraph
9.12, the DFE is consulting on the calculation and recovery
arrangements for academies transfer in 2011-12 and 2012-13 but has
also stated there will be no consequential changes to the 2011-12
settlement figures and no authority will be adversely affected in
2012-13 compared to their 2012-13 Settlement figures.

The amount of LACSEG identified above represents the formulaic
calculated reduction in the cost of central services (as opposed to
costs that can actually be saved). The speed at which Haringey can
reduce relevant costs within the centrally retained DSB will depend
on a number of issues including whether economies can be made
from delivering services to fewer schools and the Authority’s ability
to continue to provide services to Academies under trading
arrangements.

* Rk A Nk %
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Appendix 6
HOUSING REVENUE ACCOUNT 2012-13 to 2014-15

Summary

This appendix sets out the new arrangements for the management of
the Council’s housing functions starting on 1 April 2012, and the
recommendations on the consequential key decisions the Cabinet
needs to take.

It also sets out the current position in respect of the PWC work on
investment options, and makes recommendations in respect of rent
increases, service charges, the separating of outstanding debt, use of
capital receipts and the overall financial planning assumptions for the
HRA 2012-15.

Finally, a proposed HRA MTFP 2012-15 is recommended including
both revenue spending and the Capital Programme.

Changes in the financial management of the Housing Revenue
Account from April 2012

Under the provisions of the Localism Act 2011, on 1% April 2012 far-
reaching changes to the management of council housing come into
effect whereby the current Housing Revenue Account subsidy system
will be abolished to be replaced by a system of self-financing.

Under the new system housing authorities will no longer receive HRA
subsidy. From April 2012 they will be allowed to retain all their rental
income and be responsible for deciding how to spend it to meet their
local housing needs.

In return for the new “freedoms” councils will be allocated a share of
the national housing debt. Most authorities will find that their level of
debt will increase whilst a few, including Haringey, will have a portion
of their debt repaid. The exact amounts of debt to be received or paid
off will be finally determined by the government but the latest draft
determination suggests a figure of £232m.

Since 2009 PWC have been the Government’s financial advisers on the
self-financing reforms and they have identified a significant shift in
responsibility and resources to local authorities. They summarise their
interpretation of the changes as follows:
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HRA today

o Itis self-contained, cannot go into deficit, with funding
determined by central government;

o Annual subsidy determinations provide constraints on spending
and borrowing;

o No need for active debt management strategy as government
covers debt costs;

o Inflation and interest rate risks absorbed by government;

o Asset management strategy dependent on limited capital
resources provided by central government;

o No real scope for strategic planning as reliant on annual
government subsidy payments.

HRA in the future

o End of central government funding of housing investment —
long term asset management risk is the sole responsibility of
councils;

o Councils entirely responsible for their own debt management
strategy including level, cost and profile of debt;

o Need for proactive debt management, particularly in the early
years;

o Councils will need to develop a new strategic financial
framework for the HRA;

o Significant potential investment capacity, but councils need to
operate within centrally determined borrowing constraints.

For several years the Council has been aware of government plans to
alter radically the system of financial management and since the
publication by DCLG of “Implementing self-financing for Gouncil
Housing” on 1% February 2011 has been making preparations for
implementation. The Cabinet noted these changes at its meeting in
December 2011.

Future Investment Options

The Council and Homes for Haringey (HfH) have been preparing long
term business plans, medium term financial plans and stock condition
surveys for some considerable time. Nevertheless, it was felt that the
proposed changes in funding arrangements justified the engagement
of an external consultancy to assist in producing future investment
options and assessing their implications.
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3.2 Accordingly on 26" April 2011, in a report entitled “Capital Programme
Priorities 2011-14” in paragraphs 9.4 to 9.7 the Cabinet were advised
as follows:

o In order to inform the Council’s decision making, a 30 year
Business Plan needs to be produced, based on the HRA self
financing model and taking into account the results of this
year’s stock condition surveys;

o A number of different scenarios need to be modelled in
order that the Council can be properly appraised of the
impact of some of the key assumptions, including:

- Inflation and interest rates

- Rent levels and associated policy

- Void rates

- Rent coliection levels

- Future management costs

- The options for capital investment, particularly around
the decent homes standard and what that actually
means

- The potential to access other external funding sources

- The use of prudential borrowing.

o The 30 year Business Plan also needs to be modelied on
different scenarios for different types of property, especially
where it is already recognised that certain parts of the stock,
such as the Noel Park Pods, are more costly to maintain and
might require an alternative funding option;

o The re-modelling of the long term financial plan and the
review of the funding options are inextricably linked. The
commissioning process will reflect this.

3.3 On the basis of this advice Cabinet agreed:

“that a Borough-wide options appraisal ......... should be carried
out to inform Members’ consideration of how best the Council
might address the short term and long term investment needs of
its housing stock;”

3.4 Qualified consultants were invited to put forward proposals to carry
out a brief, the purpose of which was defined as follows:

o The purpose of the brief is to support the Council and HfH in
a strategic review of the options for delivering the future
housing needs of the borough. It is expected that the review
will consider a wide range of options. A central part of the
work will be to look at the options available for capitalising
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on opportunities from HRA reform, to meet the investment
priorities of the borough;

o There are three stages of work required to ensure the
Council and Homes for Haringey are prepared for HRA
reform, and in the best position to take advantage of the
new arrangements. The work naturally splits into two skill
areas with stage one focussed on asset management and
stages two and three focussed on business planning.

The brief was divided into three stages:

1. Asset management — Understand the nature and investment
needs of the council’s housing

2. Business planning ~ Help develop and validate a 30 year HRA
financial plan to form the basis of strategic financial planning;

3. Business planning — Examine the full range of delivery options
open to the council

Proposals were received from four well qualified firms and after
interview and detailed appraisal the brief was awarded to PwC who
were felt to be particularly well qualified, not least because of their
work in helping the government to develop its proposals.

The three stage report will be presented to the Cabinet at a future
meeting but the draft has been used to inform the proposed 201 2-13
revenue and capital budgets and the 2012-15 MTFP. Cabinet noted
the position at its meeting in December 2011.

Rent increases

Under the self-financing regime rents will remain as the overriding
source of income for the HRA and the Cabinet and Council will
continue to be required to make decisions annually on the level of
increases. Cabinet’s formal approval to a recommendation to the
Council is now sought at this meeting.

For several years it has been the Council’s policy, in accordance with
subsidy determinations, to set rent increases leading towards
convergence with rent levels of other social landlords at the specified
time.

Rent increases in 2011-12 were the guideline increases included in the
subsidy determination based on September 2010 RP! inflation and
convergence by April 2016. This produced an average weekly actual
rent of £87.49 compared with a target rent of £94.21. This represented
an increase of 6.5% following increases of 1.3% and 6.1% in the
previous two years.
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4.4 Under self-financing there will no longer be an HRA subsidy
determination but authorities will still be expected to follow
convergence guidelines.

4.5 On the basis of the Cabinet's established policy, target rent increases
for 2012-13 should reflect the September 2011 RPI (6.6%) and
convergence in April 2016.

4.6  The average weekly dwelling rents with caps and limits applied
according to the Government'’s restructuring policy will increase by
£6.55 (7.5%) from £87.49 to £94.04. There will be differing increases
across dwellings as set out below:

Forecast weekly dwelling rents for 2012-13 with caps and limits applied
Table 1

‘No of bedrooms Minimum Maximum Average
£ £ £
Bedsit 59.64 103.65 75.17
1 50.14 122.32 80.45
2 71.43 132.93 93.97
3 67.59 141.44 108.08
3+ 78.93 165.90 125.69
All dwellings 50.14 165.90 94.04
Percentage increase in weekly dwelling rents for 2012-13 with caps and limits
applied

Table 2
No of bedrooms Minimum Maximum Average
% % ‘ %
Bedsit ‘ 4.3 9.8 7.8
1 4.0 10.5 7.5
2 5.2 9.2 7.6
3 5.0 9.3 7.5
3+ 55 8.9 7.4
All dwellings 4.0 10.5 7.5

Range of changes

Table 3
Amount Number of properties
Less than £4.00 15
Between £4.00 and £5.00 1,025
Between £5.00 and £6.00 4,490
Between £6.00 and £7.00 . 4,775
Between £7.00 and £8.00 4,131
Between £8.00 and £11.00 1,684
Total 16,120

4.7 Should the Council not implement the full increase the loss of rent
would be £0.7m per 1% of reduced increase.

4.8  Over 70% of the Council’s tenants have at least part of their rent paid
by benefits. :
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In the past the loss of rent income from the application of caps and
limits has been reflected in increased subsidy. This is not expected to
continue and a total expected loss of £1.2m in 2012-13 has been
included in the overall self-financing budget. Over the “convergence”
period this will reduce to zero.

Informal consultation on these proposed increases has been
completed. 91% oi 220 respondents were opposed to the increases.
However, the Cabinet is now recommended to propose the rent
increases detailed in paragraph 4.6 above to the Council for its
approval.

Service charges

In addition to rents, tenants need to pay separate service charges for
specific services that they receive. Charges are currently made for the
following services.
o Concierge services
Caretaking
Grounds maintenance
Street sweeping
Light and power
District heating
Water

0O 000 QO

The Council’s policy has been to set charges to match budgeted
expenditure. Except in unusual circumstances it has not been the policy
to compensate for under or over recovery in previous years.

Based on current policy the Cabinet is recommended to propose the
following changes to charges agreed for 2011-12 which have been
consulted upon to the Council for its approval:

Existing Proposed
Table 4 charge per charge per
week week
Option 2011-12 Increase Increase 2012-13
‘ £ % £ £
Concierge 15.23 -7.0 -1.06 14.17
Grounds
maintenance 2.41 19.1 0.46 2.87
Caretaking 5.57 -2.9 -0.16 5.41
Street sweeping 2.98 22.1 0.66 3.64
Light & power 1.06 187.8 1.99 3.05
District heating 9.02 255 2.30 11.32
Integrated
reception service ‘ 0.77 0.77
Estates road
maintenance - 045 0.45
Water 5.56 16.7 0.93 6.49
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Separation of outstanding debt

In accordance with statute and nationally accepted practice the
Council finances a high proportion of its capital expenditure from
borrowing and maintains a single loans account. Traditionally there
has been no requirement for maintaining a separate account for the
HRA. However under the new arrangements there is likely to be
pressure for and logic in separating the debt between the General
Fund and the HRA. Notwithstanding such a split there is no doubt that
all of the debt will remain that of the Council and its management will
remain the responsibility of the Council’s Chief Financial Officer.

As at the end of March 2012 the Council’s outstanding loans portfolio
is expected to be:

Table 5 £m
Public Works Loans Board (UK Treasury) 453
Commercial lenders 176
Internal sources 100
TOTAL 729

It is likely that approximately £507m will relate to HRA expenditure
with the balance of £222m relating to General Fund purposes. Draft
guidance suggests that the government does not intend to be
prescriptive as to whether the HRA debt and the General Fund debt
should be separated but the guidance does show a bias in support of
such a split. In addition, under the self-financing arrangements there
are strong arguments of principle for separating the debt with the
guidance advising that the overriding principles are:

o no detriment to the General Fund
o asolution that is broadly equitable between the HRA and
General Fund.

As indicated in paragraph 2.3 above, on 28" March 2012 the
government will be repaying a large proportion of the Council’'s PWLB
debt. In the draft determination the government has indicated that this
sum will be £232m leaving a total portfolio as follows:

Table 6 £m
Public Works Loans Board (UK Treasury) 221
Commercial lenders 176
Internal sources 100

TOTAL | 497
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Of the internal sources listed above approximately £8m relates to HRA
balances and the remaining £92m to the General Fund [GF]. It is
therefore recommended these sums be aliocated directly to the two
funds with the PWLB and commercial loans then split pro-rata to past
expenditure creating a total split as follows:

Table 7 HRA GF TOTAL

£m £m £m
Public works Loan Board (UK Treasury) 149 72 221
Commercial Lenders 118 58 176
Internal sources 8 92 100
TOTAL 275 222 497

For the HRA the average rate of interest on external borrowing for
2012-13 is estimated at 5.52%.

At its meeting in December 2011 the Cabinet agreed the above
methodology be used to separate the outstanding debt on 1= April
2012 between the HRA and the General Fund. The approval of the
Council will now be sought at its meeting on 28" February 2012. At
that meeting the Council will receive the Treasury Management
Strategy Statement. Within that Statement the Council will be advised
of the final determination as discussed in paragraph 6.4 above and its
impact on the specific level of debt to be allocated to the HRA on 1%
April 2012.

Revenue Budget and MTFP 2012-15

The new self financing arrangements are predicated on the basis of
a very straightforward structure for the Council’s HRA as follows:

Table 8 £m
Rents (80.1)
Costs of management and maintenance 37.3
Interest charges etc 15.9
SURPLUS (26.9)

Of the surplus, £19.4m will be allocated for capital purposes whilst the
remainder (£7.5m) can be used for further capital works or to augment
the HRA balance.



Page 135
Page 57

7.3 Annex A sets out the HRA MTFP 2012-15 in terms of:

o Company Account
o Managed Account
o Retained Account

7.4 The Company Account - covers duties undertaken by Homes for
Haringey funded by the Management Fee comprising mainly
housing management and repairs and maintenance.

7.5  The Managed Account - comprises Council budgets for which
management is delegated to Homes for Haringey including rental
income, HRA subsidy and service charges.

7.6 The Retained Account- comprises Council budgets for which
management is retained by the Council including capital financing
costs and services funded by Supporting People.

7.7 As part of the Council’s strategy to generate efficiency savings,
Homes for Haringey have been asked to reduce the portions of their
Company Budget within their full control, [that is excluding charges
made by the Councill, by 5% which equates to £1.9m. They have
been asked to minimise the impact on “front line” services and are
planning accordingly.

7.8 The net budget for the Managed Account which comprises most of
the HRA income sources is estimated to realise increased net income
of £6.6m when the abolition of HRA subsidy is taken into account,
arising largely from rent increases and additional service charges
discussed above.

7.9  The Retained Account shows an expenditure reduction of £14.8m
arising mainly from the reduction in the Management Fee payable to
Homes for Haringey (-£1.2m); capital financing charges reflecting the
self-financing arrangements (- £18.3m) and insurance charges

(-£0.6m) partly offset by increased depreciation charges (£5.8m).

7.10 The impact of the move to self financing on the revenue budget is
identified in the summary below of the most significant variances
between the budget for 2011-12 (net surplus of £0.3m) and the
proposed budget for 2012-13:;

Table 9 £m
Increased rental income 5.2
Increased service charges 1.5
Reduction in Management Fee 1.2
Move to self-financing (1.6)
Net other changes 0.9
Variance {£8.4m in December 2011 report] 7.2




7.1

7.12

713

8.1

8.2

8.3

8.4

Page 136
Page 58

The self-generated resources which will be available to the Council to
fund capital expenditure in 2012-13 will be the in-year surplus of
£7.5m as identified above and detailed in annex A together with the
sum of £19.4m provided within the budget specifically for capital
expenditure purposes.

The draft budgets for 2013-14 and 2014-15 largely reflect forecast
inflationary increases with rental income additionally including
provision for the movement towards convergence on 1 April 2016.
Because of the overriding significance of rents within the HRA the
forecast net budget surpluses show estimated increases of 59.3% in
2013-14 and 37.3% in 2014-15.”

The Cabinet is recommended to approve the 2012-13 HRA Budget
and MTFP 2012-15 summarised above and set out in detail at annex
A, for approval by the Council at its meeting on 28" February 2012.

Capital Programme

In recent years the Council's programme for maintaining its estate has
depended mainly on subsidy determinations and supported
borrowing. The capital programme for 2011-12 is £36.2m with £19m
being spent on Decent Homes funded from supported borrowing and
£17.2m being spent on a range of repairs and improvement works
financed by HRA subsidy and other resources inciuding capital
receipts. In addition, provision is made in the revenue account fora
cyclical and responsive repairs programme of approximately £20m.

Whilst, in the short term, a further £50.9m of grants is expected to be
received to support the Decent Homes programme, as discussed
above, HRA subsidy will no longer exist and the format of the capital
programme will need to take into account more complex factors.

Under self-financing the Council will have a reiatively small amount of
borrowing capacity and by far the majority of capital spend will need
to be met from its own income sources, primarily rents and capital
receipts.

In order to ensure maximum flexibility for the Council in advance of the
completion of the review of investment options it is proposed the
capital programme for 2012-13 relies predominately on interally
generated resources. It is not planned therefore to draw on the limited
borrowing capacity.
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A proposed capital programme of £44.0m is set out at annex B.
Proposed funding of that programme is set out below.

2012-13
Table 10 £m
Decent Homes Grant . 17.0
internally generated funds (para 7.1 1) 26.5
Capital receipts 0.5
TOTAL 44.0

Should any of the works cover leasehold properties the costs will be
recoverable from the leaseholders and will not be a charge on the
Council’s resources.

The Cabinet is recommended to approve the Capital Programme
summarised above and set out in detail at annex B for approval by the
Council in February 2012.
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ANNEX B2

2012-13 Capital Programme Commentary

1.
1.1

2.1.

3.1

3.2

3.3

4.2

4.3

Mechanical and Electrical - £1 .25m

Approximately half of the budget will be spent on the re-wiring of
landlord’s electrical supply to blocks and the other half on planned
maintenance and repairs to existing door entry systems.

Asbestos Removal - £0.100m

This budget funds the testing, removal and management of asbestos
containing materials (ACMs) identified during responsive repair works.
This work is essential to enable responsive repairs work to be
completed safely and ensure that ACMs are safely managed in homes
and communal areas. Sometimes the work is carried out by sealing or
encasing the asbestos, rather than removing it.

Boiler Replacements and Major Repairs — £3.500m

This budget funds the replacement of boilers, together with major
repairs such as the replacement of heat exchangers, on a reactive
basis. ‘

Although a boiler has an expected life of 15 years, many boilers are
considerably older than this and should be replaced. Modern energy
efficient boilers that Homes for Haringey is now installing have a life
expectancy of only 12 years.

The proposed budget is broadly consistent with advice received from
Homes for Haringey that an annual budget of £4m be provided to
support a planned approach to boiler replacement.

Lift Renewal - £2.181m

This budget funds the replacement of lifts that have reached the end
of their useful life. Lifts have an expected life of between 15 and 20
years, and lift replacement programmes require long lead-in periods
because of the specialist nature of the work and the bespoke
requirements of each lift.

There are 142 lifts in the Council’s housing stock. Currently
approximately 60 lifts are identified for renewal. Each of these lifts is
more than 20 years old, and several are significantly older.

In recent years the lift replacement programme has not been keeping
pace with obsolescence causing considerable inconvenience to
residents. The regular lift servicing programme has identified the
need to replace more lifts in future years to ensure continued service
for residents. The increase in budget from the £1.4m allocated in
2012-13 will help reduce the backlog.
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An enhanced replacement programme will also have a positive impact
on the pricing of the lift maintenance contract that is about to be re-
procured.

Structural Works — £0.600

This budget funds essential structural works including, for example,
underpinning, concrete repairs and brickwork repairs.

Capitalised Repairs — £4.563m

This budget funds capital works (such as kitchen renewal, bathroom
renewal and the installation of new central heating systems) that are
carried out, as part of the responsive repairs programme, to renew
items that are beyond economic repair. Repairs to void properties
account for a significant amount of expenditure within this budget.

Extensive Void Works - £1.350m

This budget funds the repair and improvement of void properties that
require major works before they can be re-let.

The proposed budget has increased from £0.600m in 2012-13 partly

to deal with the impact of the reduction in the Decent Homes
programme and the need to focus on the external fabric and services.
As a result kitchen and bathroom replacements in void properties,
which would previously have been part of the Decent Homes
programme, must now be funded separately.

Major Voids and Accommodation Improvements - £0.500m

This budget will facilitate one off capital schemes to refurbish large
voids for other uses. The programme includes upgrading the facilities
at Homes for Haringey’s Lordship Lane Repairs Depot by demolishing
redundant pre-fabricated buildings, extending the stores facility,
upgrading the joinery mill and glazing facility and providing additional
parking. Lane.

Decent Homes - £25.322m

On 4 October 2011 Cabinet agreed a detailed programme utilising the
Decent Homes grant of £17m and to the delivery of that programme
through a mini-tender process.

It is proposed that an additional £7.8m is allocated for 2012/13,
enabling the external fabric work to benefit an estimated additional
750 to 900 homes, making them warm, safe and dry. The cument
Decent Homes work profile is focused on the external fabric, but also
includes boiler renewal and rewiring. This element of M&E work will
supplement the specific allocations for the M&E budgets to more
closely mirror the investment requirements identified in the Stock
Options projections.
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The specific blocks to benefit from the enhancement to the
programme will be agreed once the size of the allocation has been
confirmed. First call would be given to the “Reserve Schemes” for the
2012-13 programme that were agreed by Cabinet in October 2011.
The investment will be targeted to avoid potential conflict with
potential options arising from the Stock Options Appraisal.

Aids & Adaptations ~ £1.200m

This demand-led budget funds the adaptation of council homes and
the provision of disabled facilities for council tenants and members of
their household.

Adaptation and Refurbishment of Six Bedroom House - £0.090m

This will enable the creation of a supported living scheme with on site
carer for five adults with learning difficulties who are currently living in
residential care. :

Environmental Improvements - £0.250m

This project involves upgrading lighting, entry control and communal
water facilities and refurbishing external surfaces.

Adaptatijon of Office Accommodation - £0.150m

This allows the improvement of facilities for customer contact at
Gloucester Road and Commerce Road.

Conversions and Extensions - £0.550m

To reduce overcrowding in council housing it is proposed to convert
seven disused commercial units into family homes and extending five
family homes to create extra bedrooms.

Energy Efficiency Scheme - £0.100m

This project allows for the installation of low cost but high impact
measures, including loft/cavity wall installation and central heating
controls, and provides for start up / matched funding to attract
additional investment from other funders.

Supported Living Scheme - £0.150m

This will enable 3-5 family homes to be adapted to create supported
living schemes for people who are currently living in residential care.
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17. ivi me - £0,150

17.1 This will enable 3-5 family homes to be converted to create suitable
short-term accommodation for young care leavers who will be
provided with the help and support they need to develop their life skills
and prepare for independent living as part of a planned move into
social rented housing.

18. Saltram Close - £0.467m

18.1 This project comprises playground and landscaping works, door entry
and environmental works and the refurbishment of garages. The
project commenced in 2011-12 when £0.043m was spent with the
balance of £0.467m scheduled for 2012-13.
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