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3.2

Describe the issue under consideration

To consider and comment on the Council’s 2024/25 Draft Budget and 5 Year
Medium Term Financial Strategy (MTFS) 2024/2029 proposals relating to the
Scrutiny Panels’ remit.

Recommendations

That the Committee considers the recommendations from each of the Panel
and Committee budget scrutiny meetings held between 12 December 2023 and
9 January 2024 and compile final recommendations, to be shared with Cabinet,
on the Council’s 2024/25 Draft Budget and 5 Year Medium Term Financial
Strategy (MTFS) 2024/2029 proposals considered by Cabinet on 5" December
2023.

Background information

The Council’s Overview and Scrutiny Procedure Rules (Constitution, Part 4,
Section G) state: “The Overview and Scrutiny Committee shall undertake
scrutiny of the Council’'s budget through a Budget Scrutiny process. The
procedure by which this operates is detailed in the Protocol covering the
Overview and Scrutiny Committee”.

Also laid out in this section is that “the Chair of the Budget Scrutiny Review
process will be drawn from among the opposition party Councillors sitting on
the Overview and Scrutiny Committee. The Overview and Scrutiny Committee
shall not be able to change the appointed Chair unless there is a vote of no
confidence as outlined in Article 6.5 of the Constitution”.

Overview and Scrutiny Protocol
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The Overview and Scrutiny Protocol lays out the process of Budget Scrutiny
and includes the following points:

a. The budget shall be scrutinised by each Scrutiny Review Panel, in their
respective areas. Their recommendations shall go to the OSC for approval.
The areas of the budget which are not covered by the Scrutiny Review
Panels shall be considered by the main Overview and Scrutiny Committee
(OSC).

b. Alead OSC member from the largest opposition group shall be responsible
for the co-ordination of the Budget Scrutiny process and recommendations
made by respective Scrutiny Review Panels relating to the budget.

c. Overseen by the lead member referred to in paragraph 4.1.b, each Scrutiny
Review Panel shall hold a meeting following the release of the December
Cabinet report on the Draft Budget/MTFS. Each Panel shall consider the
proposals in this report, for their respective areas. The Scrutiny Review
Panels may request that the Cabinet Member for Finance and/or Senior
Officers attend these meetings to answer questions.

d. Each Scrutiny Review Panel shall submit their final budget scrutiny report
to the OSC Budget scrutiny meeting in 1January containing their
recommendations/proposals in respect of the budget for ratification by the
OSscC.

e. The recommendations from the Budget Scrutiny process, ratified by the
OSC, shall be fed back to Cabinet. As part of the budget setting process,
the Cabinet will clearly set out its response to the recommendations/
proposals made by the OSC in relation to the budget.

2024/25 Draft Budget and MTFS 2024/29 — Key Messages from report
considered by Cabinet on 5/12/2023

Introduction / Background

This sets out details of the draft General Fund (GF) Budget for 2024/25; the
Medium Term Financial Strategy (MTFS) 2024/29; the draft HRA Budget
2024/25 and it’s draft Business Plan including estimated income (funding) and
expenditure adjustments, as well as the draft capital programmes for both
funds.

General Fund Revenue Budget

As Members will know, the financial situation for local authorities is as difficult
at this time as perhaps it has ever been, as evidenced by the increasing
number of authorities who are needing, or near to issuing, a Section 114
statement regarding their inability to set a legal budget. This is the backdrop
to our budgetary process for the coming year.

This Council, like most if not all others, is finding it extremely challenging to
meet its legal obligation to put forward a balanced budget for next year. As
such, the draft Budget as framed in this report at this time has not yet

achieved that objective. Even after budget savings and other management



5.4

5.5

5.6

5.7

5.8

5.9

5.10

actions identified through this budget round of £11m, the 2024/25 draft Budget
gap in this report is £16.3m, significantly worse than the £6.3m estimated in
the Budget/MTFS report from March 2023.

There needs to be considerable further work undertaken between now and
the issue of its second and final Budget report in February 2024 which must
and will present a balanced Budget to be agreed. This final Budget report will
include the outcomes for the Council of a number of important developments
which have yet to play out. Government announcements on 2024/25 funding
for local government will not take place until after this December report is
finalised and with all parts of the public sector looking for additional resources,
this Council cannot rely on assumptions about any significant new funding
being allocated to the sector.

Therefore, while this year’s Budget consultation process will include budget
policy changes described in this report, it must be recognised that there will be
significant additional proposals included in the February Budget report.

Conditions in the national economy have had a more significant impact on
expenditure than had been assumed when the March budget was set.
Inflation has remained higher for longer than expected and the Bank of
England has continued to increase interest rates in an attempt of offset this.

These in turn have impacted negatively on the costs of critical services,
notably social care, and more costly mortgages have seen landlords leaving
the buy to let market, reducing the supply of Temporary Accommodation and
driving up costs.

High interest rates have also placed pressure on the funding of the Council’s
capital programme and are influencing decisions on any changes and
additions for the forthcoming year. Although the inflation rate fell sharply in
October to its lowest rate in two years (4.6%), this was largely due to energy
prices and much of the inflationary costs associated with care services will be
driven by wage increases which are likely to take longer to reduce.
Furthermore, the supply chain not only for temporary accommodation but also
notably for children’s social care, is extremely tight leading to above inflation
cost rises.

All these factors are driving the need for growth in Directorate budgets,
predominately in the three demand led services, as evidenced by the current
year’s Qtr2 forecast overspend of £20.8m. This has had to be acknowledged
in the preparation of the draft Budget for 2024/25, leading to a much higher
budget requirement than we forecast in March.

In response to these economic factors, £25.5m growth has been built into this

draft Budget solely for the demand led services: £20.4m for Adult social care;
£3.0m for Temporary Accommodation and £2.1m for Children’s.

General Fund Capital Programme
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Investment in capital expenditure can support the Council to deliver on key
priorities and can support the delivery of permanent revenue savings.
However, in the current financial climate, it is more important than ever that
the Council ensures that all of its capital expenditure, investments and
borrowing decisions are prudent and sustainable.

The current economic environment has also had major implications for the
existing and future GF Capital Programme. Borrowing costs have increased
and inflation has impacted the cost of raw materials and the tightness in the
supply chain for capital works (labour and materials) has added both cost and
time to schemes.

In response, the Council has undertaken a fundamental review of the existing
capital programme, removing or deferring a number of schemes. A robust
approach has been taken to the inclusion of any new proposed investment.

The impact of this rigour can be seen when comparing the latest capital
programme projection to 2027/28 (£612m) with that in the agreed in March
2023 (£1,008m), a reduction of £396m.

The draft General Fund Capital Programme presented here totals £155.9m for
2024/25 and, while some schemes have been deferred, the Council has
prioritised investment in the following:

e The Schools estate — to address identified health and safety issues

e Leisure facilities — to increase usage and reduce carbon emissions

e Parks - creating new biodiversity areas, tree planting, activity areas and
active travel options in and around our parks.

e Street lighting and borough roads — to deliver transport infrastructure
that is safe and supports active travel options

Given the extent of the financial challenge still facing the authority, inevitably
the draft capital programme set out in this report must continue to be under
review before the final Budget/MTFS can be agreed in March.

HRA

The prevailing economic situation is also forecast to impact on the current
HRA financial plan with increases in energy costs, inflation and interest rate
rises presenting a level of challenge and difficulty in delivering the capital
programmes now and the viability of our HRA in the medium to long-term.

To be able to invest in the management and maintenance of our homes and
maintain the long-term sustainability of the HRA, the Council has reviewed its
charges to tenants.

The draft Plans now presented, despite the forecasted challenges, maintain
an adequate annual surplus providing an appropriate level of in-year financial
cover.
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The new HRA capital plan places a strong emphasis on meeting the needs of
the existing tenants and addressing the condition of the existing stock. It also
focuses on the delivery of new homes, renewal of the Broadwater Farm
("BWF?”) estate, carbon reduction in existing stock, and fire safety of the entire
stock. Capital investment for 2024/25 alone is £238m and is geared towards
maximising the use of other available resources and use of borrowing as last
resort.

Dedicated Schools Budget
For schools, the indicative Dedicated Schools Budget (DSB) funding, which is
ring fenced for the delivery of education services, is also outlined.

Overall, Haringey’s provisional National Funding Formula (NFF) allocation for
2024/25 is an increase of 0.81% excluding rolled in grants equivalent to
£2.20m. The actual grant level is dependent on updated pupil census
numbers and the final schools finance settlement which is due after the
publication of this report.

In March 2023, Haringey was successful in joining the Department for
Education (DfE) Safety Valve Programme, which targets local authorities with
the highest DSG deficits to identify plans to bring spend more in line with
agreed budgets over the short to medium term, in return for support to deal
with historic deficits. This plan is being monitored via the quarterly finance
update reports. The draft budget plans contained in this report are in line with
the expectations of the Safety Valve programme.

Statutory Officers comments - Director of Finance

The financial planning process ensures that the Council’s finances align to the
delivery of the Council’s priorities and the administration’s manifesto
commitments in the medium term. In addition, it is consistent with proper
arrangements for the management of the Council’s financial affairs and its
obligation under section 151 of the Local Government Act 1972.

Ensuring the robustness of the Council’'s 2024/25 budget and its MTFS
2024/25 — 2028/29 is a key function for the Council’s Section 151 Officer. This
includes ensuring that the budget proposals are realistic and deliverable. As
the MTFES report is primarily financial in its nature, comments of the Chief
Financial Officer are contained throughout the report.

Even after budget savings and other management actions identified through
this budget round of £11.2m, the 2024/25 draft Budget gap in this report is ¢
£16.3m, significantly worse than the £6.3m estimated in the Budget/MTFS
report from March 2023. This is an exceptional and concerning position to be
in, particularly this late in the annual process. This position reflects the difficult
financial situation local authorities are facing, as evidenced by the increasing
number of authorities who are needing, or near to issuing a Section 114
statement regarding their inability to set a legal budget. The Council’s
reserves position is also lower than average for a council of this size and a
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medium to long term objective should be to improve on this and increase our
financial resilience.

The Council continues to experience the impact of the conditions in the
national economy and post pandemic environment. Inflation and cost of living
remains high, costs of critical services increasing (particularly in care) and
costly mortgages are driving up costs of Temporary Accommodation. High
interest rates have also placed pressure on the funding of the Council’s capital
programme. All these factors are driving the need for £25.5m growth in
Directorate budgets, predominately in the three demand led services, Adults,
Children’s and Temporary Accommodation. The impact on expenditure in
these services is greater than assumed when the March budget was set and
so the Council is finding it extremely challenging to meet its legal obligation to
put forward a balanced budget for 2024/25 at this time.

Further substantial work must be conducted between now and the issuing of
the final Budget report in February 2024 to identify realistic and deliverable
proposals to present a balanced Budget to be agreed.

At the time of writing this report, the Autumn Budget Statement has just been
announced and it has not been possible to incorporate any detailed
implications but it would appear that it will not have any major overall impact
on the estimates included in this draft Budget. Further Government
announcements on 2024/25 funding for local government will not take place
until after this December report is finalised and with all parts of the public
sector looking for additional resources, this Council cannot rely on
assumptions about any significant new funding being allocated to the sector.

With regard to the HRA, the draft plan presented, despite the forecasted
challenges, maintains an adequate annual surplus providing an appropriate
level of in year cover.

The formal Section 151 Officer assessment of the robustness of the council’s
budget, including sufficiency of contingency and reserves to provide against
future risks will be made as part of the final budget report to Council in March
2024.
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Explanation of Appendices

Appendix 1 is an aide memoire to assist with the scrutiny of budget proposals
including possible key lines of enquiry. This report is specifically concerned
with Stage 1 (planning and setting the budget) as a key part of the overall
annual financial scrutiny activity.

Appendix 2 is the Draft 2024/25 Budget and 2024/29 MTFS considered by
Cabinet on 5th December 2023. This report sets out details of the draft
General Fund (GF) Budget for 2024/25; the Medium-Term Financial Strategy
(MTFS) 2024/29; the draft HRA Budget 2024/25 and it’s draft Business Plan
including estimated income (funding) and expenditure adjustments, as well as
the draft capital programmes for both funds.

Appendix 3 lists the previously agreed MTFS savings relevant to each
Panel/Committee and details progress of delivery as at Q2 23/24.

Appendix 4 provides details of the new revenue budget growth proposals
relevant to each Panel/Committee.

Appendix 5 provides details of the new revenue budget savings proposals
relevant to each Panel/Committee.

Appendix 6 provides details of the capital investment proposals relevant to
each Panel/Committee. Details of the proposed funding source are clearly
identified. The Council’s Capital Programme provides a framework for spend
but does not constitute the approval to spend on specific projects. Approval
to spend on particular projects is usually granted by cabinet decisions (e.qg.,
contract awards). All capital projects must be fully financed before
proceeding. Sources of funding/finance can be external, such as grants, or
S106/CIL, or if no external funding is available, the Council can borrow to fund
the project.

Where the Council does have to borrow to finance a project, there is an
ongoing cost to the Council’s revenue budget to repay the debt and pay
interest on the borrowing costs. Currently, a rule of thumb is that for each
£1m of capital financed by borrowing there is a c. £72k per annum revenue
cost, (c.£61k last year). Many of the schemes within the capital programme
are ‘self-financing’: these schemes are funded by borrowing however, they will
generate an ongoing revenue betterment to the Council, which will offset the
costs of borrowing once the scheme is completed.

Attention is also drawn to the 2023/24 Quarter 2 Finance Update Report
presented to Cabinet on 5th December 2023 which provides a summary of
the in-year budget implications facing the authority and which has informed
the 2024/25 Draft Budget proposals now presented. The Council’s 2023/24
Budget Book provides details of service budgets for the current year.
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Contribution to strategic outcomes

The Budget Scrutiny process for 2024/25 will contribute to strategic outcomes
relating to all Council priorities.

Statutory Officers comments
Finance

There are no financial implications arising directly from this report. Should any
of the work undertaken by Overview and Scrutiny generate recommendations
with financial implications then these will be highlighted at that time.

Legal
There are no immediate legal implications arising from this report.

In accordance with the Council’'s Constitution (Part 4, Section G), the Overview
and Scrutiny Committee should undertake scrutiny of the Council’s budget
through a Budget Scrutiny process. The procedure by which this operates is
detailed in the Protocol, which is outside the Council’s constitution, covering the
Overview and Scrutiny Committee.

Equality

The draft Borough Plan sets out the Council’s overarching commitment to
tackling poverty and inequality and to working towards a fairer Borough.

The Council is also bound by the Public Sector Equality Duty under the Equality
Act (2010) to have due regard to the need to:

e Eliminate discrimination, harassment and victimisation and any other
conduct prohibited under the Act

e Advance equality of opportunity between people who share those protected
characteristics and people who do not

e Foster good relations between people who share those characteristics and
people who do not.

The three parts of the duty applies to the following protected characteristics: age,
disability, gender reassignment, pregnancy/maternity, race, religion/faith, sex
and sexual orientation. Marriage and civil partnership status applies to the first
part of the duty.

Further equalities comments are provided in Appendix 2.

Use of Appendices
Appendix 1 — Key lines of enquiry for budget setting

Appendix 2 — 2024/25 Draft Budget and 2024/2029 Medium Term Financial
Strategy Report (presented to Cabinet 5" December 2023)

Appendix 3 - P6 Combined Existing Savings Tracker
Appendix 4- New Revenue Growth Proposals
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Appendix 5 - New Revenue Savings Proposals
Appendix 6 - Capital Budget Proposals

Local Government (Access to Information) Act 1985

None.



