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1. Purpose of the report

1.1 To update Members on the financial planning position and to consider the 201 112
to 2013/14 budget proposals considered by Cabinet at its meeting of 21 December
2010.

2. Recommendations

2.1, To note the latest financial planning position as set out in this report.

2.2.  To consider and make recommendations to the Cabinet on the attached budget
savings and investment proposals and the draft capital programme (funded from
corporate resources). The recommendations of the Overview and Scrutiny
Committee will be considered by the Cabinet in agreeing the Council’s final budget
for 2011/12 to 2013/14.




3.1.

Reason for recommendation(s)

This is part of the statutory budget making process.

4.1.

Summary

The report provides an update on the financial planning process and sets out the
budget proposals made to date for scrutiny.

5.1.

5.2.

5.3.

5.4.

Background

The Council’s integrated financial and business planning process is the key
mechanism by which plans and strategies are reviewed to ensure the
performance and priorities are being met and that resources are allocated
effectively to underpin their achievement. The process culminates in changes to
the budget and medium term financial strategy that delivers a revised Council
Plan. The plan reflects the Council’s own priorities and contributes to the wider
Sustainable Community Strategy delivered in conjunction with the Haringey
Strategic Partnership.

The Cabinet on 13 July 2010 considered a comprehensive report on financial
strategy for the period 2011-12 to 2013-14 based on a number of assumptions
and national policy issues and agreed a business planning and budget-setting
process. Members acknowledged the unprecedented scale of the financial
challenge facing the Council and the significant levels of savings that will need to
be delivered over the planning period. At that time an overall net additional
savings target of £58.5m was reported which assumed the achievement of pre-
agreed investment and savings proposals of £4.2m (net saving) in 2011/12.

However, the July report also highlighted the uncertainty surrounding the level of
future financial resources which would not be clarified until the Government had
concluded its Spending Review (published in October 2010) and the results of the
new Formula Grant Settlement which were announced on 13" December 2010.
The July report also pointed to a number of additional risks relating to both the
key planning assumptions and the increasing demand for Adult Social Services,
Children’s Services and Temporary Accommodation.

Recognising the scale of the financial challenge the Council was facing the
approach taken was to create a coherent, sustainable cost reduction programme
to achieve a balanced budget position in the medium term. The Haringey
Efficiency and Savings Programme (HESP) was established to co-ordinate
initiatives aimed at driving out procurement efficiencies and managing down the
overall pay bill. The remit of the programme was to robustly challenge the use of




5.5.

5.6.

5.7.

5.8.

5.9.

5.10.

existing budgets, implement a strategic commissioning approach to service
reshaping to focus resources where they would have most impact, apply lean
techniques to eliminate wasteful processes, drive out significant support service
savings and achieve economies of scale in customer facing processes.

It is now clear that the funding shortfall facing the Council from 201 1-12 onwards
is significantly greater than the £58.5m figure indicated in July 2010. The draft
Medium Term Financial Plan (MTFP) summarised in Appendices 1 and 2 was
presented to Cabinet on 21 December 2010 and shows a current projected three
year funding shortfall of £86.9m. This includes changes and variations requiring
additional net investment of £56.9million as detailed in Appendices 3.1 and 3.2.

Cabinet also considered, and released for budget scrutiny, HESP savings
proposals of £28.4m (detailed in Appendix 4). However, this leaves £58.5m in
savings still to be identified over the three year planning period with £34.0m of
that to be found in 2011-12.

There is a considerable amount of work on-going to develop further savings
proposals through the HESP. These proposals are being considered in light of the
feedback from the budget consultation process which included an on-line option.
The additional proposals will involve fundamental policy changes and will continue
to transform the way the Council operates under the significantly reduced
resource base. Further savings proposals will be presented to Members for
approval at the January Cabinet. It is planned that the next raft of proposals will
go a long way to filling the funding gap identified and the January Cabinet report
will set out other measures to ensure a balanced budget for 2011-12 is approved
at Council in February 2011.

At this stage however, the Overview and Scrutiny Committee are asked to
consider all the new revenue savings and investment proposals released for
budget scrutiny by Cabinet, having regard to paragraph 6.1 below.

The position on capital is also being reviewed currently, in particular bids for
capital receipts and other corporate resources. The forecast capital receipts over
the planning period 2011-12 to 2013-14 continue to reflect the prevailing
uncertain and difficult property market conditions. It is estimated that
approximately £19.8m of new usable capital receipts will be available over the
next three years, phased as follows: £9.3m in 2011-12, £7m in 2012-2013 and
£3.5m in 2013-14.The proposed schemes to be funded from these and other
internal resources, (e.g. reserves), are detailed in Appendix 5. These schemes
are based on the Council’s investment priorities and the need to effect essential
health and safety works.

Each capital bid has been assessed and appraised as part of the PBPR process
and Overview and Scrutiny Committee are asked for their views on the bids made
as part of this process.




6. Financial Planning Process

6.1. Members will recall that the purpose of the financial planning process is to:

e Ensure it is clearly linked with, and reflects, the full strategic agenda of the
Council;
e Ensure that all budget options support the achievement of community
strategy objectives;
« Ensure that proposals are considered in conjunction with the impact on
service performance;
« Ensure that budget options enhance the achievement of value for money;
« Identify savings and investment opportunities both within and between
business units;
« Support consultation activity with key stakeholders;
-« Support the budget scrutiny process; and
"o Gather information to support a number of planning processes.

6.2. The proposals have been prepared in conjunction with relevant Cabinet Members
and have been released for scrutiny.

6.3. Attached to this report in Appendices 3 and 4 are details of the proposed revenue
savings and investments. The summary shows the proposals over the three year
planning period to give Members a view of the overall scale of the financial
challenge within the context of the existing service budget provisions. Appendix 5
details the capital bids for corporate resources and externally funded projects

6.4 Members are asked to consider the revenue and capital proposals attached to this
report in relation to 6.1 above and make recommendations to Cabinet.

7. Head of Legal Services Comments

7.1.  The Council is under a statutory duty to set a balanced budget having regard to
the report of its Chief Financial Officer as to the robustness of the estimates and
the adequacy of proposed financial reserves. This must be preceded by robust
and comprehensive financial planning.

8. Equalities & Community Cohesion Comments

8.1. Thisis considered as part of the individual budget proposals put forward and
reference is made to the Equality Impact Assessment status for each proposal set
out in Appendix 4.




9. Consultation

9.1 Thisis part of the consultation on the financial planning process.

10. Use of Appendices /Tables ,
Appendix 1 — Summary Draft Medium Term Financial Plan 2011-2014
Appendix 2 — Summary of Proposed Budget Changes, Variations and Savings
Appendix 3 — Revenue Investments and other Changes and Variations
Appendix 4 - HESP Savings Proposals
Appendix 5 — Proposed Capital Programme (Corporate resources only)

11.  Local Government (Access to Information) Act 1985

11.1 The following background papers were used in the preparation of this report:

Report of the Director of Corporate Resources to the Cabinet on 21 December
2010 — Medium Term Financial Plan 201 1/12 to 2013/14.
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