Report for: Cabinet — 7 February 2023

ltem number: To be added by the Committee Section
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Monitoring

Ward(s) affected: All

Report for Key/
Non Key Decision: Key

1.1.

1.2.

1.3.

1.4.

Describe the issue under consideration.

This report sets out details of the final proposed General Fund (GF) Budget
for 2023/24; the Medium Term Financial Strategy (MTFS) 2023/28; the draft
HRA Budget 2023/24 a n d draft Business Plan including estimated income
(funding) and expenditure adjustments, as well as the final proposed capital
programmes for both funds.

The Provisional Local Government Finance Settlement (PLGFS) was
announced on 19" December and proposed a 9.8% increase in Core
Spending Power (CSP) in 2023/24 for Haringey (9.2% Nationally). CSP
measures the core revenue funding available for local authority services and
includes Council Tax, locally retained business rates, Revenue Support Grant
and other core grants such as New Homes Bonus and Social Care Grants.

The CSP figures assume that local authorities apply the full Council Tax and
Adult Social Care (ASC) precept increases which the PLGFS confirmed as
2.99% for Council Tax and 2% for ASC (2% more in total than our December
Draft Budget assumed). This 2023/24 Budget now recommends that both
these increases are adopted by Haringey, recognising that much of the
increase in CSP is based on the assumption that authorities increase Council
Tax to the maximum permitted.

Overall, the corporate funding announced in the PLGFS was in line with the
assumptions included in the December report. However, social care related
grants saw a net improvement of ¢.£9.8m the majority of which comes from a
net £6.5m increase in the Social Care grant which has been allocated across
the Adults and Children’s services. Two further social care grants, Discharge
Funding and Adult Social Care Market Sustainability and Improvement
Funding totalling £4.1m were announced and they too have been added to
the Adults directorate budget.
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1.5.

1.6.

1.7.

1.8.

1.9.

This year’s provisional settlement follows the details provided at Autumn
Statement 2022 and the Policy Statement on 12 December. The PLGFS only
provided funding allocations for 2023/24 but the Policy Statement set out
details about the majority of funding streams for 2024-25 albeit at a national
level. This information has been used to model 2024/25 funding assumptions
for Haringey. Beyond that year, most grant funding is assumed as cash flat.

Since the last report, modelling has confirmed that continuing to participate in
the 8 Authority business rate pool for 2023/24 is beneficial and as such £2m
additional income has been assumed. Although the final North London Waste
Authority (NLWA) levy for next year has not yet been received, there has been
sufficient comfort provided around the estimated reduction arising from
increased electricity income and reduced tonnages to build £3m reduced
expenditure into the Budget. Both of these items are assumed as one-off for
2023/24 only.

Additionally, further due diligence has been undertaken against key corporate
budgets such as pay, general inflation, treasury, borrowing and the main
contingency budget. Although this is normal practice, given the current
economic volatility this has assumed greater importance. The service-related
savings and growth included in the December report have also been subject
to limited updates. It should be noted that all of the previously described
growth in the service areas continues to form part of this budget strategy.

The additional Social Care grant has been passported to the Adults and
Children’s directorates and, where this has been higher than the growth
assumed in December, has allowed us to increase total gross expenditure
budgets which is welcomed given the degree of challenge that they are
under. The outcome of this work plus the addition of two new Adults related
specific grants means that in total £10.1m growth is now proposed for Adults
and £6.3m for Children’s.

The Budget and MTFS have been revised to include the impact of the funding
and expenditure changes outlined above and take due regard to the
consultation feedback, recommendations from the Council’s Overview and
Scrutiny Committee and Equalities impact.

. The December draft Budget had a gap of £3.1m. All of the budget changes

made in total since December have improved the overall budget position by
£5.5m which has delivered a balanced Budget position and enabled the
planned draw down from the Strategic Budget Planning reserve to be
reduced to £3.5m (£5.5m in December).

. In accordance with the Local Government Finance Act (LGFA) 1992, Full

Council must approve the Budget for the forthcoming year and agree council
tax for that year by the statutory deadline of 11" March. This report forms a
key part of this budget setting process by setting out the planned funding and
expenditure for that year. Cabinet’s role in this is to recommend the Budget
and key policy proposals to Full Council for agreement and this report
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satisfies this duty. Full Council will consider the Budget package contained in
this report at their meeting on 2nd March 2023.

. Additionally, in order to ensure the Council’s finances over the medium term

are built on a sound basis, the Council always maintains a five-year future
forecast of its finances via its MTFS. The 2023/24 Budget relies on a
substantial level of one-off adjustments as well as £3.5m from reserves, less
than the £5.5m previously anticipated. However, despite the real increase in
the Social Care grant funding and increases in Council Tax, only limited
progress can be made in addressing the structural budget gap which is
forecast to reach £17.4m in 2027/28. The gap for 2024/25 alone is £6.3m
which will be a stretch for the authority given the expected demand levels.

. The Council must therefore continue to focus on delivering its agreed

programme of savings which is vital in ensuring the ongoing financial
sustainability of the authority in the longer term.

Capital

. Our capital programme provides important opportunities to address our

communities’ needs, however the Council’s finances are tightly constrained,
and so affordability is a key consideration. Increased costs are making it
increasingly difficult to achieve self-financing business cases for those
schemes where this is expected.

. The capital programme reflects the need for investment by the Council in its

assets so that they are fit for purpose and contribute to the Council’s plans. It
reflects the things that we have to do, such as capital maintenance of the
public realm, schools and parks.

HRA

. The Autumn Statement implemented a temporary amendment to the policy

on increases for social housing rents. For 2023/24 only, this has placed a 7%
ceiling on rent increases, without which the maximum rent increase allowed
would have been in excess of 11%. This report recommends that rents are
increased by 7%.

. The HRA has been updated since the draft of December including the

assumed future interest rate being changed from 5% to 4.5%, resulting in the
HRA Budget/MTFS now being viable across the MTFS period.

Dedicated Schools Budget

. Since the proposed Budget shared in December, £2.3bn was announced

nationally for schools. Haringey has £2.3m additional funding included in the
High Needs Block DSG grant which has been reflected in the DSG allocations
in this report. A further indicative £7.1m Maintained Schools Additional Grant
(MSAG) will be payable to schools.

. In summary, this report finalises the Council’s General Fund and HRA

2023/24 Budgets and Medium-Term Strategies for 2023/2028.
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1.20.

1.21.

2.1.

2.2.

2.3.

The only items not confirmed at this stage are:

¢ Notification of final levy sums however, we are not forecasting any levies to
be significantly different to the sums currently budgeted for;

¢ Confirmation of the GLA council tax element;

eFinal 2020/21 Local Government Finance Settlement announcement and any
other late notifications from government departments — again there are no
indications that this will bring forward any / material changes to the
provisional figures already received.

As stated, these final notifications are not expected to lead to any significant
budget implications, but an update will be included in the Full Council report
on 2nd March; this will also include details of any final budget adjustments
required.

Cabinet Member Introduction

| am pleased to introduce the final proposed 2023/24 Budget and 2023/28
MTFS to you. This Budget now incorporates the impact of funding from the
long-awaited finance settlement along with a number of other important
changes, not least our continued participation in the 8 Authority London
business rates pool with an estimated benefit of £2m, and a forecast
reduction in NLWA levy of £3m.

| confirm that we are proposing to increase the Haringey element of Council
Tax to the 2.99% threshold announced in the settlement along with the full
2% ASC precept. We know that this is a really tough time for our residents
with the cost-of-living crisis however, although the Government made big
play of the amount of funding they were providing to the sector, the reality is
that the majority of real growth is ringfenced to social care which is already
under immense pressure. If we do not increase council tax to the permitted
level, we will face even harder budget choices and store up financial
pressures on future budgets. We have provided additional measures for
protecting as much as possible our vulnerable and less well-off residents.

We are continuing our local Council Tax support scheme at the current rates,
targeting support to those most in need. The Government has recently
announced a £0.7m allocation of Council Tax Support grant which will be
used to provide further financial reductions to those least able to manage the
proposed increases. On the wider welfare front, Government is continuing
the Household Support fund for a further year which we intend to use to
provide support to households, particularly those including children and
pensioners, who would otherwise struggle to buy food or pay essential utility
bills or meet other essential living costs; this includes the continuation of the
expanded Free School Meals programme at the same level as the current
year.
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2.4. Despite all the financial challenges that the Council is facing, this Budget for
2023/24:

1 Ensures we can continue to meet the significant need of our most
vulnerable residents — through £16.4m investment in Children’s and
Adult’s services.)

1 Drives value for money through a significant efficiency agenda — with
every area of the council contributing (c£16.3m new savings and
additional income)

1 Provides financial advice and support to residents who need it including
through Council Tax Reduction, our Financial Support Team, and the
Haringey Support Fund.

1 Maintains critical support for our children and young people with little
direct funding by Central Government — including Free School Meals for
650 children who are just above the entitlement threshold and putting the
funding for the Rising Green Youth Hub on a long-term footing.

2.5.  Our capital programme also provides important opportunities to address our
communities’ needs, however the Council’s finances are tightly constrained,
so affordability is a key consideration in this year even more than previously.
However, the capital programme continues to invest for the long term and we
are proposing to put investment in:

1 doubling the planned investment in the Active Life in parks programme
and the Parks Asset Management for 2023/24

1 public realm including cycling and walking infrastructure, roads,

pavements and streetlights.

parks and green spaces

school buildings, including creating new in borough places for children

with special education needs and disabilities to provide high quality

places.

i additional properties to be wused for high quality, temporary
accommodation.

1 significant on-going investment in Council homes and delivery of the new
Council homes agenda

1 Building our own care facilities for Adults and Children’s services.

E

2.6. | am pleased to present a balanced Budget in a challenging year. As a
Council that treats its financial responsibilities very seriously, | am also
pleased that we are able to improve our reserve position given that we
recognise that we have some very difficult decisions still ahead of us before
we can become financially sustainable in the longer term.
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3. Recommendations

Cabinet is asked to:

3.1. Consider the outcome of the budget consultation as set out in Appendix 8, to
be included in the report to Council. Having taken this into account this report
does / does not propose any amendment to the Budget for 2023/24 nor to
the MTFS 2023/28.

3.2. Approve the responses made to the Overview and Scrutiny Committee
recommendations following their consideration of the draft budget proposals
as set out in Appendix 9.

3.3. Propose approval to the Council of the 2023/24 Budget and MTFS 2023/28
Budget new growth and savings proposals as set out in appendices 2 and 3.

3.4. Propose approval to the Council of the 2023/24 General Fund Revenue
Budget as set out in Appendix 1, including specifically a General Fund budget
requirement of £279.517m, but subject to final decisions of the levying and
precepting bodies and the final local government finance Settlement.

3.5. Propose approval to the Council of the General Fund Medium Term Financial
Strategy (MTFS) 2023/2028 as set out in Appendix 1.

3.6. Propose approval to the Council that the overall Haringey element of Council
Tax to be set by London Borough of Haringey for 2023/24 will be £1,558.0
per Band D property, which represents a 2.99% increase on the 2022/23
Haringey element and with an additional 2% for the Adult Social Care Precept
amount.

3.7. Note the Council Tax Base of the London Borough of Haringey, as agreed by
the Section 151 Officer under delegated authority (Article 4.01(b), Part 2, of
the Constitution), as 79,718 for the financial year 2023/24 (Appendix 11).

3.8. Propose approval to the Council of the 2023/24 Housing Revenue Account
budget as set out in Table 9.3.

3.9. Propose approval to the Council of the Housing Revenue Account Medium
Term Financial Strategy (MTFS) 2023/2028 as set out in Table 9.3.

3.10. Approve the changes to the rent levels for residents in temporary
accommodation, Council tenants in General Needs and Sheltered/Supported
homes reflecting the temporary amendment to the government’s policy on
maximum annual increases for social housing rents which set a 7% ceiling on
rent increases for 2023/24 only. This will increase the average weekly rents as
set out in Tables 9.1.

3.11. Agree the changes to service charges to tenants as set out in Table 9.2.

3.12. Propose approval to the Council of the 2023/24 — 2027/28 General Fund
capital programme detailed in Appendix 4.
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3.13. Propose approval to the Council of the 2023/24 — 2027/28 Housing Revenue
Account (HRA) capital programme detailed in Table 9.4.

3.14. Propose approval to the Council of the Capital Strategy detailed in Section 8
of this report.

3.15. Propose approval to Council of the strategy on the use of flexible capital
receipts to facilitate the delivery of efficiency savings including capitalisation
of redundancy costs (Appendix 6).

3.16. Propose to the Council the Dedicated Schools Budget (DSB) allocations for
2023/24 of £298.163m as set out in Appendix 7.

3.17. Note the funding to be distributed to primary and secondary schools for
2023/24 based on the figures advised to Schools Forum and submitted to the
Education Funding Agency in January 2022 set out in Section 10.

3.18. Note the budgets (including the use of brought forward DSG) for the Schools
Block, Central Services Block, High Needs Block and Early Years Block as
per Appendix 7.

3.19. Delegate to the Director of Children Services, in consultation with the Cabinet
Member for Children, Education and Families, the power to amend the
Delegated Schools Budget to take account of any changes to Haringey’s total
schools funding allocation by the Education and Skills Funding Agency.

3.20. Delegate to the Section 151 officer, in consultation with the Cabinet Member
for Finance, the power to make further changes to the 2023/24 budget
proposals to Full Council up to a maximum limit of £1.0m.

4. Reasons for decision

4.1. The Council has a statutory requirement to set a balanced budget for 2023/24
and this report forms a key part of the budget setting process by setting out
the forecast funding and expenditure for that year. Additionally, in order to
ensure the Council’s finances for the medium term are maintained on a sound
basis, this report also sets out the funding and expenditure assumptions for
the following four years in the form of a Medium Term Financial Strategy. If
agreed by Cabinet, it will then be presented to Full Council on 2 March 2023
for review and ultimate adoption.

5. Alternative options considered.

5.1. The Cabinet must consider how to deliver a balanced 2023/24 Budget and
sustainable MTFS over the five-year period 2023-28, to be reviewed and
ultimately adopted at the meeting of Full Council on 02 March 2023.

5.2. The Council has developed the proposals contained in this report in light of its
forecasts for future income levels and service demand. These take account
of the Council’s priorities, the extent of the estimated funding shortfall, the
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5.3.

5.4.

6.1.

6.2.

6.3.

6.4.

estimated impact of wider environmental factors such as inflation and legacy
Covid-19 pandemic, and the Council’s overall financial position. It is this
appraisal that has led to these options being presented in this report.

These final proposals now presented take into consideration the funding
allocations announced in the Provisional Local Government Finance
Settlement, the responses to the budget consultation and the Overview &
Scrutiny process.

The Housing Revenue Account section of the report includes a consideration
of the challenges presented by adverse economic changes on the HRA,
including the increased cost of borrowing and inflation, meaning that the
Council has had to consider how best to be able to maintain financial
sustainability and continue a strong new build programme. A number of
options have been modelled, including for some new homes, changing from
formula rent to Shared Ownership or London Living Rent or London
Affordable Rent. The option which best ensures the long-term sustainability of
the HRA is to use London Affordable Rent for some homes.

Funding Assumptions

The Council has access to five main sources of funding:
¢ Business Rates

¢ Council Tax

¢ Grants

*Fees & Charges

*Reserves

Business Rates and Grants are largely driven by the outcome of Spending
Reviews (SR} and the Local Government Finance settlement.

The following paragraph provides an update on recent Government
announcements on grant and other support to Local government along with
wider economic factors impacting on budgetary assumptions. This is then
followed by a section on each of the main sources of funding which set out
the assumptions made in this final 2023/24 Budget and MTFS 2023/28.

Provisional Local Government Finance Settlement (PLGFS), Autumn
Budget Statement and other Government Announcements

The PLGFS was only announced on 19 December 2022, after the publication
of the draft Budget/MTFS report. This provided detailed draft allocations of
funding many of which had been provided at a National funding level in the
Autumn Budget Statement.

The main messages from the PLGFS are:

©9.2% increase in Core Spending Power (CSP) Nationally.
©9.8% increase in CSP for Haringey
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6.5.

Core Spending Power (CSP) measures the core revenue funding available
for local authority services, including Council Tax, locally retained business
rates, Revenue Support Grant and other core grants such as New Homes
Bonus and Social Care Grants.

These % increases assume that Local Authorities apply the full Council Tax
and Adult Social Care (ASC) precept increases which are how confirmed as
2.99% for Council Tax and 2% for ASC (2% more than our December Draft
Budget assumed).

T

= =

Settlement Funding Assessment (SFA) (Revenue Support Grant plus
Business Rates baseline funding) will increase by 5% to £15.7bn (£2.9bn
London boroughs).

Compensation for under-indexation of the business rates multiplier will
total £2.2bn in 2023-24, an increase of £930m.

The Social Care Grant will increase by £1.5bn in 2023-24 to £3.9bn
(£612m in London).

ASC Market Sustainability and Improvement will be supported by a
£562m ringfenced grant with £400m added to the existing £162m
Market Sustainability and Fair Cost of Care Fund.

The IBCF continues alongside an additional ASC Discharge Grant worth
£300m nationally.

Services Grant will reduce by 44% in 2023-24 to £464m (England) and
£86m in London.

The Lower Tier Services Grant will be discontinued.

There will be a new one-off CSP funding guarantee to ensure all
authorities receive a minimum 3% increase (no London boroughs will
receive this).

The New Homes Bonus will continue in 2023-24 as an annual grant.
Legacy payments will end, and the future of the grant will be confirmed
before the 2024-25 LGF Settlement.

Four existing grants (worth £239m) will be rolled into SFA and the Social
Care Grant.

Tariffs/top-ups will be adjusted to ensure the 2023 Revaluation, as far as
practicable, will not impact on boroughs’ retained business rates.
Neither fundamental reform to needs assessments nor the business
rates reset will be implemented before 2025-26.

The main implications of the PLGFS for Haringey are:

T
T
T

Overall, the RSG, Business Rates and non-Social care grants are largely
in line with the December Draft Budget report.

The main genuine funding growth is estimated as ¢.£6.5m in the Social
Care Grant (can be applied against Adults and Children)

Two further social care grants however current assumption is that these
come with specific responsibilities.

So, overall while the increase in CSP seems positive it isn't a game
changer. Particularly in the light of the expenditure pressures currently
forecast in 2022/23 against Adults and Children and expectation
nationally that local authorities help alleviate pressure on the NHS.
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6.6.

6.7.

6.8.

6.9.

The Government issued a Policy Statement on 12 December which set out
some planning assumptions for the 2024/25 local government finance
settlement including details over the majority of funding streams for 2024/25.
The key points of note are:

1 The Review of Relative Needs and Resources (‘Fair Funding Review’)
and a reset of Business Rates growth will not be implemented in the
next two years.

1 The council tax referendum principles will continue the same as
2023/24.

1 Revenue support grant will continue and be uplifted in line with
baseline funding levels (assumed now to be now based on September
2023 CPI), while social care grants will increase as set out in the table
above.

1 Business rates pooling will continue.

1  The Government will set out the future position of New Homes Bonus
ahead of the 2024/25 local government finance settlement.

i The 2024/25 settlement will include a new funding stream, subject to
successful delivery of the Extended Producer Responsibility for
packaging (pPEPR) scheme as soon as is feasible within this financial
year. Local authorities can expect to receive additional income from
the scheme whilst being asked to submit data relevant to their waste
collection services.

Based on the publication of this Policy Statement, and confirmation of
funding totals at a national level for most grants, the 2024/25 budget has
been updated to reflect our funding levels, assuming the same distribution
methodology as used for 2023/24. Clearly these will need to be revisited
again as part of next year’s financial planning process.

Business Rates and Revenue Support Grant

When the new localised business rates system was introduced in 2013, it set
a ‘baseline’ for each local authority against which growth could be measured.
It was recognised that the baseline would need to be re-visited after a
number of years to ensure that the incentive to grow businesses in local areas
was maintained.

The intention was for business rates baselines to be reset from April 2020
however, both SR19 and SR20 confirmed annual delays. SR21 was silent on
the reset, and it wasn’t implemented for 2022/23. Government confirmed that
a revaluation would take place effective from 1 April 2023 but again was silent
on the reset. Therefore, the Budget now assumes a reset in 2024 rather than
2023. As Haringey is a top up authority, even if this assumption proves
incorrect, it is expected that a similar level of funding will accrue from a
redistribution of business rates income in the form of additional/alternative
grant.
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6.10. Revenue Support Grant (RSG) and the amount provided to local government
is just one part of the overall amount of funding determined during a
Spending Review. However, for local authorities, since the introduction of the
Business Rate Retention Scheme, Revenue Support Grant is the primary
source of funding from central government and is calculated via the
Settlement Funding Assessment (SFA) which consists of the local share of
business rates, and Revenue Support Grant. The SFA is uprated year on year
in line with the change in the small business multiplier, normally based on
September CPI (previously RPI).

6.11. Both the 2023 business rates revaluation and the transfer of some business
types from the local lists to the central lists are assumed to have a neutral
impact on the budget as Government adjust for any implications via the top
up/tariff system.

6.12. The Council participated in the London Pool for three years (2018/19 -
2020/21). London chose not to continue the Pool in 2021/22 due to the
significant impact that the Covid 19 pandemic had had on the business
community and therefore forecast revenues. Pooling was revisited for
2022/23 and, while a London-wide pool was not deemed viable, a smaller
pool consisting of Haringey and 7 other London boroughs was put into place
for this year.

6.13. As confirmed in the draft Budget report, modelling undertaken during
September showed that the continuation of this 8 Borough pool was
expected to have a similar financial benefit in 2023/24 to the current year.
Further due diligence was undertaken during December and early January
which confirmed the earlier assessment. Therefore, the Director of Finance in
consultation with the Lead Member for Finance confirmed Haringey’s
participation for 2023/24 and a one-off £2m additional pooling benefit has
been built into the budget for 2023/24. Given the uncertainty over the financial
benefit for the following year, nothing has yet been built into the
Budget/MTFS model.

6.14. The Budget figures for business rates income including RSG have been
updated based on the data provided in the PLGFS and our NNDR1 form,
which sets out the authority’s estimated billing, reliefs and S31 grants for the
forthcoming year. The figures for the following two years of the MTFS have
been updated based on estimated inflationary figures; beyond that the
income has remained flat. This will be revisited in next year’s planning
process.

6.15. In terms of net growth in the business rates taxbase / hereditaments, the
planning assumption across the MTFS period is that there will be no net
growth. This is in line with the previous assumptions.

6.16. The forecast income from business rates related income, including revenue
support grant, is shown in table 6.1 below.
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6.17.

6.18.

6.19.

Table 6.1

2022/23 2023/24 2024/25 |2025/26 2026/27 2027/28

Revenue Support Grant £'000 £'000 £'000 £000 £'000 £000

RSG (22,797 (25,635) (27,045 (27,045 (27,045 (27,045
NNDR Top Up Grant (60,770 (59,451) (62,668 (88,712 (88,712 (88,712
NNDR Income & Fees (21,218 (19,800) (20,800 (20,800 (20,800 (20,800
Section 31 Grants (6,737 (21,546) (22,609 (0) 0) (0)
Bus Rates Pool Benefit (2,000 (2,000 - - - -
NNDR (Surplus)/Deficit 225 1,271 - - - -
Total (113,298 (127,162) (133,122) (136,558) (136,558) (136,558

There continues to be uncertainty around the business rates regime beyond
2023/24. A reset of the baseline is still assumed to take place although no
actual date has been set; wider reforms to the existing system have been
expected for some years but again, no date or definite decisions have been
announced. Given that there will be a general election during the next 24
months any decisions on the wider reforms are unlikely to be progressed
before that.

Council Tax
The financial modelling in this Budget has been updated and the following
assumptions made about Council Tax:

A 2.99% increase in Council Tax in 2023/24 and 2024/25, the threshold
announced in the PLGFS after which it returns to 1.99% for each subsequent
year.

A 2% Adult Social Care (ASC) Precept for 2023/24 and 2024/25, the
allowable charge as announced in the PLGFS after which it is assumed to
cease.

The tax base is set at 79,718 for 2023/24 a growth of 0.3% which is lower
than the figure assumed in the draft Budget report. It is assumed that the
increase returns to 1% p.a. across the rest of the MTFS planning period.

The collection rate is assumed to continue a post pandemic improvement and
is forecast at 96.0% in 2023/24 before increasing to 97.00% in the
subsequent years. These assumptions will be kept under review along with
any potential impact arising from the cost-of-living crisis. In future years, the
Council must aspire to increase collection rates.

The Council Tax Collection Fund account surplus was refined and reduced as
part of last year’s financial planning process to reflect the forecast impact of
the C19 pandemic on revenues. This has now been further amended to
remove any budgeted surplus.

The resulting projections for Council Tax income and Band D rates are set out
in Table 6.2 below. These figures are subject to formal Council ratification of
Council Tax Rates in March 2023.
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6.20.

6.21.

Table 6.2

2022/23 2023/24 2024/25 2025/26 2026/27 2027/28

£'000 £'000 £'000 £'000 £'000 £'000
Taxbase before collection rate 80,151 82,823 83,038 83,868 84,707 85,554
Taxbase change 3.509 0.269 1.009 1.009 1.009 1.009
Taxbase for year 82,823 83,038 83,868 84,707 85,554 86,410
Collection Rate 95.759 96.009 97.009 97.009 97.009 97.009
Taxbase after collection rate 79,303 79,714 81,352 82,166 82,987 83,81§
Council Tax increase 1.999 2.999 2.999 1.999 1.999 1.999
Social Care precept 1.009 2.009 2.009 0.009 0.009 0.009
Band D rate 1,484 1,558 1,636 1,668 1,702 1,736
Council Tax Before Surplus 117,696 124,212 133,085 137,091 141,215 145,46€
Previous Year (Estimated) Surplus 1,950
Council Tax Yield 119,646 124,212 133,085 137,091 141,215 145,46¢€

Grants

The Council receives several grants in addition to its main funding allocation.
The Council is mostly allowed to use these grants to fund any council
services, but some are ring-fenced, which means they can only be spent on
specific services.

Social Care Grants

The PLGFS announced increases to the Social Care grant, albeit with the
£0.7m Independent Living Fund rolled in, as well as a couple of new grants.
This grant can be applied against both Adults and Children’s activities. The
Discharge Funding grant has been provided to upper tier authorities to ensure
those people who need to draw on social care when they are discharged from
hospital can leave as soon as possible. The Discharge Funding must be
pooled as part of the Better Care Fund. The Adult Social Care Market
Sustainability and Improvement Funding is a new grant. It is intended for
local authorities to make tangible improvements to adult social care, and to
address discharge delays; social care waiting times; low fee rates; workforce
pressures; and to promote technological innovation in the sector. The
2022/23 Market Sustainability and Fair Cost of Care Fund grant has been
rolled into this new grant.

provided to upper tier authorities to ensure those people who need to draw on social
care when they are discharged from hospital can leave as soon as possible. The
Discharge Funding must be pooled as part of the Better Care Fund

6.22.

6.23.

6.24.

Funding allocations for 2024/25 from these three grants have been estimated
based on the Autumn and Policy statements provided by Government in late
November/ mid-December. With no further information, these grants are
assumed to be cash flat from 2025/26.

The Better Care Fund (BCF) and Improved and Additional Improved Better
Care Fund (iBCF) is assumed to remain at the 2022/23 levels across the
whole MTFS period.

Table 6.3 shows Social Care related grants and assumptions.

.
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6.25.

6.26.

6.27.

6.28.

6.29.

6.30.

Table 6.3

2022/23

2023/24

2024/25

2025/26

2026/27

2027/28

Revenue Support Grant

£'000

£'000

£'000

£'000

£000

£'000

Better Care Fund (BCF) - (CCG Contribution)

(6,047

(6,388

(6,388

(6,388

(6,388

(6,388

Improved & Add'l Imp Better Care Fund (iBCF)

(9,806

(9,806

(9,806

(9,806

(9,806

(9,806

Social Care Support Grant

(11,905

Mkt Sustainability & Fair Cost of Care Fund

(775

(19,261

(22,322

(22,322

(22,322

(22,322

Adult Social Care Market Sustainability and
Improvement Funding

(2,689

(4,043

(4,043

(4,043

(4,043

Discharge Funding grant

(1,375

(2,291

(2,291

(2,291

(2,291

Manual adj for rolling in of Independent Living Fund

grant into overall CSP 681

Total (28,533 (38,837] (44,849]  (44,849] (44,849

(44,849

It should also be noted that all these social care grants have been allocated
directly against the relevant service budget heads rather than being kept
corporately.

Housing Prevention Grant (HPG)

The Government has been consulting on the funding arrangements for the
HPG for 2023/24 onwards with the stated aim of deriving a new funding
formula based on current homelessness pressures, with the aim of ensuring
that funding is distributed fairly to local authorities and is driven by a current
picture of need.

On 23 December 2022, DLUHC responded to the previous consultation on
changing the distribution of the Homelessness Prevention Grant (HPG) for
2023/24 and 2024/25. The Government has published final allocations of the
grant for 2023/24 and 2024/25, making this a 2-year settlement but the
Department committed to a further review of the distribution formula ahead of
confirmation of allocations for 2025/26, so the distribution could be subject to
change beyond the 2-year period.

As previously consulted, the Government will continue to notionally split the
grant into several elements, each with its own separate distribution
methodology. A transitional policy is then applied on the overall total
allocations so that no council will see a cash reduction it its allocation
compared to previous years.

The allocations for each of the years 2023/24 & 2024/25 is £8.394m, which
includes £2.681m transitional funding. This is in line with the 2022/23 grant.

Core Grants

The updated assumptions about the level of Core grants anticipated to be
received in 2023/24 and across the remainder of the MTFS are set out below:

¢ Revenue Support Grant (RSG) is a core grant but fundamentally linked to
the Business Rates system and so discussed in the Section above. It has
been increased by an inflationary 10.1% and also includes funding from
the rolling in of some previously separate grants: Independent Living Fund,
the Local Council Tax Support Admin Subsidy grant and Natasha’s law
grant.
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6.31.

6.32.

6.33.

6.34.

1 The Local Council Tax Support Administration Subsidy grant has been
rolled into RSG so will no longer be received as a specific grant.

1 The Housing Benefit Admin grant has yet to be announced but is assumed
to be cash flat but continue across the MTFS.

¢ The Public Health (PH) grant is currently still assumed as cash flat across
the MTFS however in recent years some uplift has been applied.
Announcements of the final value have not yet been received and are
normally received after the final budget reports. This grant is ringfenced to
PH activity.

¢ New Homes Bonus - the PLGFS confirmed that 2023/24 would be the final
year of this grant and therefore the MTFS writes this income out from
2024/25. It should be noted however, that Haringey’s 2023/24 allocation is
£0.826m higher than assumed in the draft budget.

1 Lower Tier Services Grant - the PLGFS confirmed that this grant would not
continue beyond 2022/23 and therefore has now been written out of the
2023/24 Budget and MTFS.

1 The 2022/23 Service Grant has been renamed the Service Grant and
reduced compared to prior year due to the cancellation of the increase in
National Insurance Contributions and to move funding to the Supporting
Families programme. No allocations have been provided beyond 2023/24
but the MTFS assumes it continues across the period but cash flat.

Table 6.4 shows the Core grant values across the MTFS period currently
assumed.

Table 6.4

2022/23

2023/24

2024/25

2025/26

2026/27

2027/28

Grant

£'000

£'000

£'000

£'000

£'000

£'000

Council Tax Support Admin Grant

(457

0

0

0

0

0

Housing Benefit Admin Grant

(1,351

(1,351

(1,351

(1,351

(1,351

(1,351

Public Health Grant

(20,353

(21,502

(21,502

(21,502

(21,502

(21,502

New Homes Bonus (NHB) / Replacement Funding

(1,208

(2,105

©)

©)

©)

©)

2022/23 Service Grant / Replacement Funding

(5,652

(3,185

(3,185

(3,185

(3,185

(3,185

Lower Tier Services Grant / NHB Replacement

(796

Total

(29,817

(28,143

(26,038

(26,038

(26,038

(26,038

RSG

(22,797

(25,635

(27,045

(27,045

(27,045

(27,045

Total (inc. RSG)

(52,614

(53,778

(53,083

(53,083

(53,083

(53,083

Overall, for 2023/24 the announcements in the PLGFS for core grants,
business rates income and council tax have seen c. £0.5m deterioration to
the funding assumed in the draft Budget presented in December. There has
been c. £6.5m improvement in the Social Care grant compared to the
December assumption.

Fees and Charges

The Council’s policy in relation to varying external income requires service
managers to review the level of fees and charges annually as part of budget
setting and that charges should generally increase by the rate of inflation to
maximise allowable income.

The setting of fees and charges, along with raising essential financial
resources, can contribute to meeting the Council’s objectives. Through the
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pricing mechanism and wider market forces, outcomes can be achieved, and
services can be promoted through variable charging policies and proactive
use of fees to promote or dissuade certain behaviours.

6.35. In the main, fees and charges are set at a level where the full cost of provision
is recovered through the price structure. However, in many circumstances
those charges are reduced through subsidy to meet broader Council
priorities.

6.36. Each year the Council reviews the level of its fees and charges through
consideration of a report by the Cabinet and its Licensing Committee where it
is a requirement that they are considered and approved outside of the
Executive.

6.37. The proposed 2023/24 fees and charges will be presented to Cabinet as part
of the same agenda as this Budget report and the implications built into the
budget assumptions.

Use of Reserves

6.38. The Council’s (Non-Earmarked) General Fund Balance is held to cover the net
impact of risks and opportunities and other unforeseen emergencies. The
funds held in the General Fund Reserve can only be used once and therefore
are not a recurring source of income that can meet permanent budget gaps.

6.39. In setting a balanced budget for 2022/23 the Council agreed to use £4.7m of
the Strategic Budget Planning reserve which had been previously earmarked
for this purpose, in anticipation of the timescales that would be associated
with responding to future budget changes. Last year's MTFS assumed the
balance of this reserve, a further £5.5m, would be utilised to balance the
2023/24 Budget, again in recognition of the need to part smooth the step-up
in savings requirements. The 2023/24 Budget now presented assumes a £2m
reduction to this with a lower draw down of £3.5m.

6.40. The March 2023 Full Council report will provide a more comprehensive review
of the overall sufficiency of Council reserves as part of the S151 statement
included in the Final Budget/MTFS report. However, it should be recognised
here that the need to maintain sufficient levels of reserves to help the
authority cope with unforeseen changes in circumstances must be more
important now than ever before.

| |
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6.41.

7.1

7.2.

7.3.

7.4.

Summary of Funding Assumptions

A summary of the final assumed funding levels and sources for 2023/24 and
across the remainder of the MTFS period is set out in Table 6.5 below.

Table 6.5
2022/23 2023/24 2024/25 |2025/26 2026/27 2027/28

Funding Source £'000 £'000 £'000 £'000 £000 £'000
Council Tax (117,884 (124,212) (133,085) (137,090) (141,214) (145,466
Council Tax Surplus (1,925 - - - - -
RSG (22,797 (25,635 (27,045 (27,045 (27,045 (27,045
Top up Business Rates (60,770 (59,451 (62,668 (88,712 (88,712 (88,712
Retained Business Rates (21,218 (19,800 (20,800 (20,800 (20,800 (20,800
Section 31 Grants (6,737 (21,546 (22,609 (0) (0) (0)
NNDR Surplus/(Deficit) 225 1,271 - - - -
NNDR Pool (2,000 (2,000 - - - -
New Homes Bonus (1,208 (2,105 (0) (0) (0) (0)
Public Health (20,353 (21,502 (21,502 (21,502 (21,502 (21,502
Other core grants (8,256 (4,536 (4,536 (4,536 (4,536 (4,536
Total External Funding (262,924 (279,517) (292,245 (299,686) (303,810 (308,062
Contributions from Reserves (4,564 (3,500 - - - -
Total Funding (267,487 (283,017) (292,245 (299,686) (303,810 (308,062

General Fund Revenue Assumptions

22/23 Financial Performance — General Fund Revenue

The Qtr2 2022/23 Budget Update report, reported £16.1m variance from the
agreed budget. This consists of £8.1m base budget pressures and £8.0m
non-delivery of agreed savings. The base budget pressures are largely
driven by the two care services as they continue to report not only increased
demand but also increased complexity and acuity which has a big impact on
the cost of the care package. This pressure is being offset by underspends
elsewhere.

Challenges in delivering the agreed MTFS savings is being felt across most
Directorates and arise mainly due to capacity in the service, reassessment
of the original proposals or wider environmental changes. Where it is not
possible to achieve plans in this year, savings have been re-profiled into
future years; where genuinely not deliverable because the original
assumptions are no longer viable or are unable to deliver to the value
originally intended, this has been recognised and they have been written out
of the draft Budget.

It is not clear at this point the extent to which the cost of living crisis will
have on residents ability to pay council tax and other fees and charges and
businesses ability to pay business rates. This will be reviewed in detail as
part of the closure of the 2022/23 accounts when existing provisions for bad
debt are re-calculated.

The impact of the persistent high levels of inflation is playing into the base
budget pressures. The 2022/23 Budget was set including prudent
assessments of pay and general inflation rates, albeit these were necessarily
constrained by the availability of funding. The nationally negotiated pay
settlement was c¢.1.2% higher than budgeted for which is adding an

.
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additional pressure of c. £1.6m to 2022/23 and will also impact on the
2023/24 budgets. Inflationary pressure on index linked contracts is
manifesting as supply side costs linked to foreign currencies where the
pound sterling has fallen. Borrowing costs have risen due to these wider
economic factors and this is also being closely tracked as we progress
through the year.

7.5. The number of identified pressures and overall volatility is concerning and
makes forecasting in year open to considerable challenges. Furthermore,
many of the issues are outside the direct control of Council.

7.6. Despite this, the financial planning process to date has sought to
acknowledge and respond to these factors and to ensure that as far as
possible they are addressed in the Budget for 2023/24.

The 2023/24 Budget and 2023/28 MTFS Strategy

7.7. It became clear early on in this year that the financial situation had worsened
for most local authorities, this Council included, and this has been key in
shaping the approach to the financial planning work for 2023/24. There has
been a further step-up in finance and budget dialogue with managers
throughout the Council, mirrored by Cabinet members.

7.8. Strategies have been aimed at driving efficiencies from focussing on getting
the basics right, collecting all the income due to the Council, improving
commissioning strategies, implementing ‘Digital First’ to modernise
customer services and minimise transactional costs, and putting a challenge
to the existing and proposed capital programme.

7.9. The number of identified pressures, unknowns and overall volatility has been
concerning and has made setting a balanced 2023/24 Budget challenging.
Furthermore, many of the issues, such as inflation and increased demand
are outside the Council’s direct control.

7.10. For 2023/24 with the Administration’s emphasis on the importance of being
a competent, radical and collaborative Council, the strategies have
covered:

1 Looking to drive efficiencies via focussing on doing things well

¢ Recognising that optimising Value for Money (VFM) (Efficiency,
Effectiveness and Economy) is central to protecting services

¢ | ooking to improving income collection

¢ Fees and charges review work

¢ Digital - to improve and modernise customer services, making it easier for
residents to access services and to minimise transactional costs

¢ Tight control on the Capital programme

7.11. Although the PLGFS provided a certain level of certainty over the funding
envelope for the local government sector for 2024/25, given the continuing
forecast pressures particularly on social care services coupled with

| |
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uncertainty over the speed in which inflation will reduce, the Council must
plan early for the change work and other measures necessary to ensure our
services meet needs and commitments while maintaining financial
sustainability.

7.12. Budget Growth / Pressures

7.13. The main corporate assumptions across the MTFS period are outlined below
followed by a section focussing on the policy priorities and service specific
itemns.

7.14. Pay Inflation

7.15. The pay deal for 2022/23 was agreed at a flat rate / employee. This
amounted to an average 5.4% increase which was c. £1.6m above the
funding set aside for this purpose.

7.16. Although inflation has continued to fall and is now into single digits, it is
uncertain whether the rate will fall below the 7.4% forecast in the Autumn
statement. Even if the rate does fall, if the Bank of England maintains the
current strategy of increasing interest rates, this will impact on disposable
income for many people and likely prompt calls for a similar level of pay
increase to 2022/23. Therefore, the Budget now assumes ¢.5% pay award for
2023/24 before reverting back to the more stable 2% across the remainder of
the MTFS period.

7.17. Non-Pay Inflation

7.18. The impact of inflationary increases in the demand led services is addressed
as part of the overall annual demand modelling exercise. The Budget now
presented continues to assume a 5% inflationary increase for the social care
purchasing budgets for 2023/24 which totals £5.0m however, following the
PLGFS the savings assumed to offset this pressure has been reduced down.
Strategies to offset the balance will focus on improved commissioning and
efficiencies; looking to reduce or eliminate the need for out-of-borough care
and build internal capacity; increased integration and collaboration across the
social care sector.

7.19. For all other non-pay inflation, the assumption continues that the services will
broadly have to manage within existing budgets, thus absorbing any
inflationary pressures. However, in recognition that some contracts include
inflation-linked increases and utility costs continue to be volatile and difficult
to predict an annual allowance is built into the budget to address these items
should they arise.

7.20. Since the December draft Budget report, the estimates have been revisited
and updated where appropriate however, overall, there has been little
movement and c¢.£5.0m has been provided for 2023/24. Due to the various
services impacted, the % increases vary from 14% to 77% - the latter for
gas. From 2024/25 the budget allowance returns to a more stable figure of c.
£1.0m pa.

| |
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Employer Pension Contributions

7.21. No changes are proposed to the assumptions included in the draft Budget
report. That confirmed that the latest triennial valuation, covering the period
2023/24 - 2025/26, required no change for 2023/24 but that the Council
would need to increase its contribution rate by 0.5% across each of the
years 2024/25 & 2025/26. This is estimated to have a £0.6m budgetary
impact each year and has been built into the draft Budget.

7.22. No assumptions have been made about the financial impact of the next
triennial valuation (2026-2028).

Treasury & Capital Financing

7.23. The 2022/23 GF Budget and MTFS were updated to reflect the implications
of the updated capital programme but subsequently interest rate costs have
risen markedly as described in the Treasury section below (Section 8). The
draft Budget report indicated that this could push treasury costs to be c.
£3m higher than originally modelled. Both the capital programme and the
estimated impact of increases to short term borrowing interest rates on the
Council’s MRP and interest budgets have been revisited since December.
The net impact for 2023/24 has been an increase of £2.5m. The MTFS
assumes a further step up in 2024/25 after which interest rates, and
therefore budget requirement, are forecast to reduce.

7.24. Conversely, the increases made by the Bank of England to interest rates has
allowed for an additional £0.5m assumed interest income to be received in
2023/24.

7.25. The continuing degree of volatility and uncertainty associated with markets
and inflation means that this area of the budget represents one of the
significant budget risks for next year.

Levies

7.26. The current assumption that all Levy costs except the North London Waste
Authority (NLWA) levy will remain broadly in line with the 2022/23 figures
across the period.

7.27. The NLWA has seen significant increased income and cost savings so far
this financial year. Less waste and higher recycling rates are forecast
compared with the budget. On the back of this, the NLWA waived the
November 2022 levy payment to each authority which represented £0.655m
for Haringey. Due to the rising value of electricity, London Energy Ltd is also
earning considerably more for electricity. Since the draft report was
produced, further budget forecasts have been received from NLWA which
continue to propose that this additional income, coupled with retained
surpluses, will be applied to reduce the 2023/24 levy. On the strength of
this, the 2023/24 Budget now assumes a £3m reduction to the levy, for one
year only before reverting back to previously assumed figures.
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7.28. Their final budget meeting will take place after the publication of this Budget
report with final figures confirmed in February 2023. Therefore any material
changes to this assumed position will be reported in the Full Council report
of 2 March.

Contingency

7.29. The Council holds a single corporate contingency largely to manage any
slippage to the agreed budget reduction programme in any one year as well
as addressing unforeseen circumstances which cannot realistically be built
into budget plans. This Budget assumes that the contingency for 2023/24
and across the remainder of the MTFS is £7.4m.

7.30. Policy Priorities

7.31. Despite the financial challenges facing the authority, this Budget for
2023/24:

1 Ensures we can continue to meet the significant need of our most
vulnerable residents — through £16.4m investment in Children’s and
Adult’s services;

91 Drives value for money through a significant efficiency and reform
agenda - with every area of the council contributing. (c£15.4m in
savings and additional income);

1 Provides financial advice and support to residents who need it
including through Council Tax Reduction, our Financial Support
Team, and the Haringey Support Fund and

1 Maintains critical support for our children and young people with little
direct funding by Central Government - including Free School Meals
for an additional 650 children who are just above the entitlement
threshold: Putting the funding for the Rising Green Youth Hub on a
long-term footing.

Service Growth Budget Adjustments

7.32. The existing MTFS contains a level of growth in the service areas. This has
been reviewed and still found to be required.

7.33. The financial planning process this year again sought to identify and address
existing budget challenges that could not be mitigated by services as well
looking ahead and estimating new requirements largely driven by
demographic change, inflation and the cost of living crisis. These
assumptions have been reviewed since the draft Budget report and in the
light of the PLGFS announcements which included some new specific
grants for Adults as well as increases to the Social Care grant along with
increases flexibilities over council tax and ASC precept increases.

7.34. Appendix 2 details the proposed additions by Directorate and these are
summarised in the table below.

| |
Page 21 of 59 Harlnaﬂy
LONDON



7.35.

7.36.

7.37.

2023/24 2024/25 2025/26 2026/27 2027/28

Growth Total
Culture Strategy & Engagement 1,310 (184 (165 (187 (134 640
Environment & Neighbourhoods 2,746 - - - - 2,746
Adults, Health & Communities 11,064 3,270 - - -l 14,334
Children's Services 6,302 (438 (600 - - 5,264
Placemaking & Housing 230 (230 - - - -
Head of Legal & Governance 300 - - - - 300
Total 21,957 2,418 (765 (187 (134) 23,284

Attention is drawn to the c¢.£17.3m growth being added to Adults, Health
and Communities (AHC) and Children’s Services. This is on top of the sums
already built into the current MTFS. £4.0m of the growth in AHC is from the
two new specific grants, Discharge grant and Market Sustainability &
Improvement Funding announced in the PLGFS plus £1m growth has been
added to the Temporary Accommodation budget since December in
recognition of the inflationary pressure manifesting across London private
sector rents.

The growth in the other Directorates is largely addressing recurring base
budget pressures.

Budget Reduction Proposals / Savings

The Council has previously agreed £1.394m savings to be delivered across
the period 2023-2026 as outlined in the table below.
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