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To: The London Borough of Haringey

Statutory recommendation in accordance with Schedule 7 of the Local
Audit and Accountability Act 2014

Our Responsibilities

KPMG LLP (“KPMG” or “we”) act as the appointed local auditor of the London
Borough of Haringey (“the Council”) under Part 3, Section 7 of the Local Audit
and Accountability Act (“the Act”). We have been appointed as local auditor for
financial years from the year commencing 1 April 2023 to the time of writing this
letter.

As well as our responsibilities to give an opinion on the financial statements and
assess the arrangements for securing economy, efficiency and effectiveness in
the Council's use of resources, we have additional powers and duties under Part
5 of the Act. These include powers to issue a public interest report, make written
recommendations, apply to the Court for a declaration that an item of account is
contrary to law, and to give electors the opportunity to raise questions about the
Council's accounts and to raise objections received in relation to the accounts.

We have concluded that it is appropriate for us to use our powers to make a
written recommendation under Schedule 7, Paragraph 2 of the Act due to the
Council’s financial position (including the significant decrease in the level of
reserves), the continuing need for exceptional financial support from the Ministry
of Housing, Communities & Local Government and their impact on financial
sustainability.



These issues also drive an urgent need in identifying further savings.

Having raised significant weaknesses under our Value for Money responsibilities
in each of the financial years 2023/24 and 2024/25, the continued deterioration in
the Council’s financial position, the increased recurrent reliance on exceptional
financial support and widening budget gap have led to us deeming it appropriate
to now escalate these concerns via a statutory written recommendation. Auditor
Guidance Note 07 (“AGN 07”) prepared and published by the National Audit
Office (“NAQO”) on behalf of the Comptroller and Auditor General (“C&AG”)
provides guidance on circumstances in which making a Schedule 7
recommendation may be appropriate. Section 66 of AGN 07 states that issuing
such a recommendation can be useful where the background to an issue is
already in the public domain.

Given the public nature of the Council’s financial performance and position, and
the concerns we have raised thereon, we consider that issuing a Schedule 7
recommendation is a proportionate and reasonable step at the present time. As
the matter is in the public domain and reflects budget pressures common across
the Local Government sector, we do not consider that issuing a Public Interest
Report under Schedule 7, Paragraph 3 of the Act would be a reasonable or
proportionate action.

Part 5, Section 19 of the Act requires a local auditor to comply with the code of
audit practice applicable to the Council in force at the time that its work is carried
out. We confirm that we have applied, and our procedures and conclusions are
consistent with, the Code of Audit Practice 2024 published by the National Audit
Office on 14 November 2024.

Further details are set out below.

Background

Financial Position & Exceptional Financial Support

The financial position of the Council has deteriorated over several years due to a
combination of budgetary pressures linked to growth in demand for key services
and real-terms core funding decreases over a sustained period of time. In fulfilling
our responsibilities in respect of Value for Money, as set out in the ‘Our
Responsibilities’ section above, in 2023/24 and 2024/25 we performed a number
of procedures, including: understanding the processes in place for financial
response and recovery for future periods, and for reducing future reliance on
Exceptional Financial Support; understanding the processes in place for
identifying cost saving schemes and how these are measured throughout the
year; evaluating the actions taken to improve cost saving identification; and
assessing how the Council monitors delivery of savings across services.

In completing these procedures, we reviewed in depth a variety of key financial
and governance documents and reports presented to full Council, Cabinet and
other scrutiny committees.



These documents and reports related not just to the 2023/24 and 2024/25
financial years but also to future periods; for example, we reviewed reports
relating to the 2026/27 budget in order to understand and capture the future
financial impacts of shortcomings in savings delivery to date.

The Council can use its General Fund Reserves to help mitigate such pressures;
however, this balance has reduced significantly in recent years, from £132.2m as
at 31 March 2021 to £52.2m as at 31 March 2025 (which includes £37.0m that is
earmarked for specific purposes), narrowing the options available to the Council
to manage budgetary challenges.

To be able to deliver a balanced budget outturn for 2024/25, the Council relied
upon a combination of drawdown from these reserves, additional non-recurrent
mitigations and the receipt of £10m of Exceptional Financial Support (EFS) from
the Ministry of Housing, Communities & Local Government (MHCLG). This is
money that the Council is effectively allowed to borrow via a capitalisation
directive, which must be funded either via capital receipts or through new
borrowing which must be repaid in future years.

To be able to set a balanced budget for 2025/26, the Council has successfully
applied for a further tranche of EFS totalling £37m, to bridge the budget gap
initially identified. However, as at December 2025 the Council had a £19m budget
shortfall for 2025/26 over and above this EFS requirement, meaning that
additional EFS will be needed if mitigations cannot be identified.

On 2 March 2026 the Council approved the 2026/27 budget, which assumes
further EFS support of £84.3m to achieve a balanced position. This is comprised
of the recurrent £37m gap from 2025/26 and further funding shortfalls of £47.3m.
This figure may also increase further if the shortfall in the 2025/26 budget is not
met.

Savings

As part of the budget setting process each year, the Council identifies savings
schemes across its directorates to help improve efficiency and manage the
financial position.

Savings targets, and delivery against those targets, have historically been modest
as the Council has instead opted to draw upon usable reserves to mitigate budget
gaps. The first period in which substantive savings were planned was 2022/23,
with target savings of £12.2m and actual delivery of £6.7m (55%).

In 2023/24 the Council identified a savings programme of £17.5m and achieved a
final delivery of £13.5m (77%). For 2024/25 the Council set a £20.4m savings
target and achieved £12.9m (63%), and for 2025/26 the Council set a £29.4m
savings target of which it was forecasting achievement of £16.3m (55%) as at
December 2025. The Council identified £5.7m in planned cross-cutting savings
for 2025/26 but is expecting to deliver just £0.6m in relation to these. The inability
to deliver recurrent savings in line with target creates further budget pressures in
future periods.
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We noted during the completion of our Value for Money work that there was a
lack of consistency across directorates in the monitoring of in-year savings
delivery, including the routine use of all available monitoring tools. Entries made
within the savings tracker are self-certified by directorates, which is reflective of
the lack of central accountability for delivery of savings. The Council has found it
difficult to implement cross-cutting savings such as digital change, often resulting
from a lack of resource within individual services. These factors all point to a lack
of capacity across the Council to deliver savings of the level required to deliver a
balanced budget.

Schedule 7, Paragraph 2 (2) of the Act makes clear that a statutory
recommendation can be made during or at the end of an audit. This
recommendation is being made with respect to the financial year 2025/26, having
raised separate, previous non-statutory recommendations to the Council in both
2023/24 and 2024/25.

KPMG Response

One of KPMG’s roles as the external auditor of the Council is to ensure that we
are satisfied that the Council has made proper arrangements for securing
economy, efficiency and effectiveness in its use of resources or ‘value for money’
(VFM), as set out in Section 20(1)(c) of the Act. Our work is conducted in line with
Auditor Guidance Note 03 (“AGN 03”), prepared and published by the National
Audit Office (“NAQ”) on behalf of the Comptroller and Auditor General (“C&AG”)
in line with Section 20(5) of the Act.

In both the 2023/24 and 2024/25 financial years, we undertook risk assessment
procedures in order to assess whether there were any risks that value for money
was not being achieved. This was completed by considering the findings from
other regulators and auditors, records from the organisation and performing
procedures to assess the design of key systems at the organisation that give
assurance over value for money.

This work led us to identify two significant risks in both 2023/24 and 2024/25,
linked to Financial Sustainability, namely:

. Due to the challenging financial position at the Council, there is a risk that the
Council does not have in place adequate arrangements in respect of cost setting
and budgetary processes to achieve financial sustainability. This is key to the
short to medium term plan to reduce reliance on Exceptional Financial Support
(EFS)

. The Council does not have adequate processes in place to identify or monitor
sufficient cost savings schemes to achieve the necessary reduction in
expenditure that would deliver a sustainable financial position. This is especially
relevant given the reduced level of savings achieved in 2024/25, relative to target,
compared to prior year.



We performed further procedures over these risks — such as understanding
management’s response to financial recovery and assessing the process for
identifying and monitoring savings schemes — and concluded that there were two
significant weaknesses within the processes to achieve value for money, across
both 2023/24 and 2024/25.

Statutory recommendation pursuant to Section 7, Paragraph 2 of the Act

KPMG have raised VFM recommendations linked to the Council’s financial
position and identification and monitoring of savings schemes in two consecutive
financial years. Despite this, the overall financial health of the Council has
deteriorated to the point where it is no longer able to set a balanced budget
without relying upon significant amounts of EFS to fill any shortfall. The Council
has not demonstrated an ability to successfully deliver relatively modest savings
programmes, nor has it committed to and subsequently implemented large-scale
transformational efficiency savings.

As such we have considered it necessary to make a statutory recommendation
linked to the identification and monitoring of cost saving schemes in order to
deliver financial sustainability. The wording of this statutory recommendation,
made pursuant to Section 7, Paragraph 2 of the Act, is as follows:

Section 39 of AGN 03 identifies both “Unidentified savings/funding gaps in
financial planning that would substantially threaten the delivery of the plan” and
“Persistent failure to meet savings plans or financial targets” as illustrative
significant weaknesses in arrangements for securing economy, efficiency and
effectiveness in the use of resources or ‘value for money’ (VFM), in line with
Section 20(1)(c) of the Act. Due to the challenging financial position at the
Council, and increasing demands on resources, there is a risk that the Council
does not have in place adequate arrangements in respect of its identification and
monitoring of savings schemes to achieve financial sustainability over the short to
medium term. The Council is exposed to a risk of significant financial loss as a
result of inadequate arrangements.

As such, the Council must increase its savings targets for future years and deliver
savings in line with these targets. A wider range of transformational savings must
be identified and implemented to allow the Council to bridge the financial gap and
reduce its reliance on EFS.

This is vital given that the continued use of EFS poses significant long-term
financial challenges for the Council; at current rates, each £1m of EFS increases
by approximately £62,000 the revenue costs to the Council each year for 20
years, assuming the amount borrowed is repaid at maturity. This figure is
according to the Council’s own projections contained within the 2025/26 Finance
Update — Q1’ presented to Cabinet on 16 September 2025.
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Other observations and recommendations

Further to the Section 7 recommendation above, we also make the following
enabling, non-statutory recommendations:

We recommend the Council works to change the culture across directorates to
one where the financial implications of decisions are given as prominent a focus
as the quality of service. Whilst the Council did begin to identify a number of
cross-cutting initiatives in 2025/26, the delivery of these have been the worst
performing area of the savings plans to date.

The Council should demonstrate a commitment from the Cabinet and officers to
increase the level of savings being delivered and to make the process of both
identification and monitoring of savings more robust. This can be achieved by
ensuring earlier engagement with stakeholders and encouraging the full use of
tools available, including those that enable more effective in-year monitoring.
Importantly, these improvements should be enabled by an enhancement in
organisational capacity, including building central project management capability,
to effectively oversee and assist services to drive delivery.

What does the Council need to do next?

Schedule 7, Paragraph 5 of the Act requires the following actions.

The Council must consider the recommendation at a meeting held before the end
of the period of one month beginning with the day on which it was sent to the
Council. At that public meeting of the full Council, the Council must decide:

» whether the recommendations are to be accepted, and
* what, if any, action to take in response to these recommendations.

Schedule 7, Paragraph 5(8) of the Act specifically provides that, if the local
auditor is satisfied that it is reasonable to allow more time for the Council to
comply with the above requirements, the period of one month may be extended.
Whilst this recommendation has been issued on 18 May 2026, given the recent
local elections and the need to constitute a full Council we request that the
Council confirms the date of the public meeting at which this matter will be
considered and the rationale for this date being selected. Following this, we will
consider whether it is reasonable to extend the period of time for response in line
with Schedule 7, Paragraph 5(8) of the Act.

Schedule 7, Paragraph 8 of the Act specifies the meeting publication
requirements that the Council must comply with.

Schedule 7, Paragraph 10(1) provides that as soon as is practicable after making

its decisions under paragraph 5(6), the Council must (a) notify the local auditor of

those decisions, and (b) publish a notice containing a summary of those decisions
which has been approved by the auditor.



Pursuant to Schedule 7, Paragraph 10(1)(b), the notice published following the
meeting must be approved by the local auditor before publication.

Yours faithfully,

wlt

KPMG LLP

Enclosed:

Appendix A: Summary of Schedule 7 and other recommendations

Appendix B: Summary of 2023/24 and 2024/25 Value for Money recommendations and
Council responses

A copy of this letter has been sent to the Secretary of State for Housing, Communities
and Local Government at the same time it was issued to the Council, in accordance with
Schedule 7, Paragraph 2(3) of the Local Audit and Accountability Act 2014.
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