Public Document Pack

Scrutiny & Overview
Committee
Agenda

To: Councillors Sean Fitzsimons (Chair), Robert Ward (Vice-Chair), Leila Ben-
Hassel (Deputy-Chair), Jade Appleton, Mike Bonello and Joy Prince

Reserve Members: Louis Carserides, Richard Chatterjee, Pat Clouder,
Mary Croos, Clive Fraser and Oni Oviri

A meeting of the Scrutiny & Overview Committee which you are hereby
summoned to attend, will be held on Tuesday, 7 December 2021 at 6.30 pm. This
meeting will be held remotely.

Katherine Kerswell Simon Trevaskis

Chief Executive Senior Democratic Services & Governance
London Borough of Croydon Officer - Scrutiny

Bernard Weatherill House simon.trevaskis@croydon.gov.uk

8 Mint Walk, Croydon www.croydon.gov.uk/meetings

CRO 1EA Monday, 29 November 2021

Members of the public are welcome to view the webcast both live and after the
meeting has completed at http://webcasting.croydon.gov.uk

The agenda papers for all Council meetings are available on the Council website
www.croydon.gov.uk/meetings

If you require any assistance, please contact Simon Trevaskis as detailed above.

CROYDON

DC[‘VQV‘V\% fov C«YO\ddDV\ www.croydon.gov.uk


http://webcasting.croydon.gov.uk/
http://www.croydon.gov.uk/meetings

AGENDA - PART A

Apologies for Absence

To receive any apologies for absence from any members of the
Committee.

Minutes of the Previous Meeting (Pages 5 - 14)

To approve the minutes of the meeting held on 19 October 2021 as an
accurate record.

Disclosure of Interests

Members and co-opted Members of the Council are reminded that, in
accordance with the Council’s Code of Conduct and the statutory
provisions of the Localism Act, they are required to consider in advance
of each meeting whether they have a disclosable pecuniary interest
(DPI), any other registrable interest (ORI) or a non-registrable interest
(NRI) in relation to any matter on the agenda. If advice is needed,
Members should contact the Monitoring Officer in good time before the
meeting.

If any Member or co-opted Member of the Council identifies a DPI or
ORI which they have not already registered on the Council’s register of
interests or which requires updating, they should complete the
disclosure form which can be obtained from Democratic Services at any
time, copies of which will be available at the meeting for return to the
Monitoring Officer.

Members and co-opted Members are required to disclose any DPIs and
ORIs at the meeting.

e Where the matter relates to a DPI they may not participate in any
discussion or vote on the matter and must not stay in the meeting
unless granted a dispensation.

e Where the matter relates to an ORI they may not vote on the matter
unless granted a dispensation.

e Where a Member or co-opted Member has an NRI which directly
relates to their financial interest or wellbeing, or that of a relative or
close associate, they must disclose the interest at the meeting, may
not take part in any discussion or vote on the matter and must not
stay in the meeting unless granted a dispensation. Where a matter
affects the NRI of a Member or co-opted Member, section 9 of
Appendix B of the Code of Conduct sets out the test which must be
applied by the Member to decide whether disclosure is required.

The Chair will invite Members to make their disclosure orally at the
commencement of Agenda item 3, to be recorded in the minutes.



Urgent Business (if any)

To receive notice of any business not on the agenda which in the
opinion of the Chair, by reason of special circumstances, be considered
as a matter of urgency.

Finance Performance Report - Month 7 (Pages 15 - 48)
The Scrutiny and Overview Committee is asked to:-

1. Note the contents of the Cabinet report considering the Period 7
financial monitoring position and forecasts as set out in the
appendices to this report.

2. Considered whether there are any areas of in need of further
scrutiny that should be scheduled for later in the year by either
the Committee or one of its Sub-Committees.

2022-23 Budget and Three Year Medium Term Financial Strategy
(Pages 49 - 88)

The Scrutiny and Overview Committee is asked to:-

1. Note the contents of the Cabinet report on 2022-23 Budget and
Three Year Medium Term Financial Strategy.

2. Review the information provided with a view to, as part of the
wider budget scrutiny process, forming conclusions on the
deliverability and sustainability of the 2022-23 budget, as well as
ensuring there is an understanding of the key risks.

3. Considered whether there are any specific budget proposals that
should be tested in further detail by either the Committee or one
of its Sub-Committees in January 2022.

Scrutiny & Overview Work Programme 2021-22 (Pages 89 - 92)
The Scrutiny & Overview Committee is asked to:-
1. Note the current position of its Work Programme for 2021-22,

2. To consider whether there are any other items that should be
added to the work programme.

Exclusion of the Press and Public

The following motion is to be moved and seconded where it is proposed
to exclude the press and public from the remainder of a meeting:



“That, under Section 100A(4) of the Local Government Act, 1972, the
press and public be excluded from the meeting for the following items of
business on the grounds that it involves the likely disclosure of exempt
information falling within those paragraphs indicated in Part 1 of
Schedule 12A of the Local Government Act 1972, as amended.”



Agenda Item 2

Scrutiny & Overview Committee
Meeting held on Tuesday, 19 October 2021 at 6.30 pm
This meeting was held remotely and a recording can be viewed on the Council’s website
MINUTES

Present: Councillors Sean Fitzsimons (Chair), Robert Ward (Vice-Chair), Leila Ben-
Hassel (Deputy-Chair), Jade Appleton and Joy Prince

Also Councillor Hamida Ali and Callton Young
Present:

Apologies:  Councillor Mike Bonello

PART A

81/21 Minutes of the Previous Meeting

The minutes of the meetings held on 15 June, 7 September and 20
September were agreed as an accurate record.

Councillor Ward provided an update on the previous request made by the
Committee to access to information about the redevelopment of Fairfield
Halls. It was confirmed that most of the information requested had either been
provided or confirmation given that it could not be located. There were three
items still to be confirmed, which were correspondence between Mott
MacDonald and Council about their leaving the project, a report from Mott
MacDonald on the phased refurbishment of the venue and further information
on the use of Coast to Capital funding. It was expected that these outstanding
items would be resolved before the next meeting of the Committee on 7
December 2021.

82/21 Disclosure of Interests

At the start of this item the Chair of the Committee reminded Members of the
requirements as set out in the Code of Conduct adopted by the Council on 11
October 2021.

There were no disclosures of interest made at the meeting.

83/21 Urgent Business (if any)

There were no items of urgent business for consideration at the meeting.
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84/21

Budget & Medium Term Financial Strategy - Risks

The Committee considered a presentation on the key risks in the Council’s
budget and Medium Term Financial Strategy (MTFS). The presentation was
delivered by the Interim Director of Finance, Matthew Davis. A copy of the
presentation can be found at the following link: -

https://democracy.croydon.gov.uk/documents/s33002/Appendix%20A%20-
%20Budget%20MTFS%20Risks%20Presentation.pdf

Prior to the presentation, the Leader of the Council, Councillor Hamida Ali,
introduced the item by highlighting the progress made in the past year which
had included a focus upon introducing a robust governance framework and
putting the Council’s finances on a sustainable footing. The Council was still
on track to deliver its budget for 2021-22, which included £44m of savings and
an increase in the level of reserves held. In addition, a way forward for Brick
by Brick had been found through a managed build out process that would
provide further new homes. The progress made by the Council had been
reflected in feedback received from the Government’'s Improvement and
Assurance Panel.

Although significant progress had been made, delivering a balanced budget
for 2022-23 remained a considerable challenge. The Council needed to find
an additional £38m of savings, in addition to the £25m savings identified in the
MTFS. £25m had been requested through the capitalisation process, which if
not agreed, would require even further savings. As such the process to set the
Council’'s budget was following a painstaking approach, undertaking a holistic
review of the entire budget.

The decision taken by the Cabinet, at its meeting on the previous evening,
about the future of Purley Leisure Centre, could be taken as evidence that the
administration was prepared to make difficult decisions to ensure a balanced
budget was delivered. At the same time, consultations about the future
delivery of the Libraries Service and children’s centres indicated that the
Council was listening to local people to inform its decision making. The
immediate focus for the Administration was to deliver a balanced budget
which would ensure the future of Croydon remained in its own hands.

Following the introduction and the presentation the Committee was given the
opportunity to ask questions about the information provided. The first set of
guestions sought clarification on a number of areas, with confirmation given
that earmarked reserves were funds allocated by the Council to mitigate
against specific identified risks. The general fund reserves were held for more
unexpected events such as the pandemic. In theory the Council could just
have general fund reserves, however best accounting practice recommended
having earmarked reserves for known risks.

The Council Tax base had grown on average by 1.5% per annum over the
past five years. This increase was equivalent to an extra £3m per year, which
given the potential risk that the Council Tax base may stagnant or decline,
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needed additional consideration over how best to mitigate against this
eventuality.

At present the Council retained approximately £71m of the business rates
raised in the borough. When a business premises became empty, the owner
was entitled to business rate relief for the first three months the premises was
empty. When this three month period ended, payment of business rates
resumed, even if the unit remained empty. Business rates only stopped being
due if the unit was demolished. The Council had a level of protection through
the localised business rates system, which capped the potential loss of
business rate income at a maximum of 7%. This was equivalent to
approximately £5m per annum.

As there had been criticism of the Council's past use of transformation
funding, it was questioned how the process had been strengthened to
minimise risk in this area. It was highlighted that transformation projects had
been agreed at a meeting of Council earlier in the year. Any new
transformation funding bids would need to follow the same process in gaining
Council approval as well. Prior to reaching Council, a robust business plan
was required to support the bid. This was reviewed by an officer panel and if it
passed this stage the bid would be submitted to a meeting of the Council for
final approval.

It was confirmed that inflation across all areas of spending had been factored
into the budget assumptions, with 1% contract inflation equivalent to an
additional £3.7m. Officers and the Cabinet Member for Resources & Financial
Governance were in the process of reviewing all Council contracts on a line
by line basis to identify savings. This presented a significant opportunity to
make savings, with £7m targeted, but as this work was still ongoing there was
still a degree of risk over whether this target could be reached.

The Council’'s total budget was approximately £1b, with a significant
percentage accounted for in funding passed through the Council for areas
such as education funding and benefits. The net budget requirement was
£283m, which was part funded by the Revenue Support Grant, Business
Rates and Council Tax.

It was noted that the Council was using a Star Chamber process to set the
budget for 2022-23. It was questioned whether this approach had used a zero
base budget method as a means of identifying savings. It was confirmed that
a zero base budget approach had been used in part for some services, but
not all as the budget process had already identified a number of savings. In
some areas the budget had been stripped back, but due to the limited
timescale available for budget setting the focus was on ensuring the delivery
of a robust budget.

As a follow-up it was questioned whether consideration would be given to
using a zero base budget approach in the future. It was advised that there
was a need for the Council to improve its budget processes, including bringing
certain aspects forward to earlier in the year, such as setting out the political
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aspirations for the budget. It was likely that a report proposing changes to the
budget process would be brought forward in due course.

It was highlighted that the Committee had raised concern about the Council’s
ability to deliver its budget in previous years. As such, it was questioned what
systems needed to be introduced to ensure there was a robust budget setting
process going forward. It was advised that the prior lack of corporate systems
for budget development had presented a significant challenge and a lot of
activity in the past year had been invested in building and embedding new
systems. It was essential for the Council to have a robust finance system in
place to closely monitor the delivery of the budget, particularly for high risk
areas such as Children’s and Adults Social Care. Others systems such as
those used for complaint handling and resident engagement were also being
reviewed.

Given the presentation had highlighted a variety of different risks, it was
guestioned whether all of these were captured on the Corporate Risk
Register. It was confirmed that many of the risk raised were captured and
there was an ongoing process to refine and improve the risk register. Part of
the Star Chamber process involved analysing each saving proposal on the
risk of delivery.

It was confirmed there was an intention to increase the Council’s ear-marked
reserves as part of the budget setting process for this financial year. Work
was also underway to reduce the level of debt held by the Council to lessen
the amount of interest paid on borrowing.

It was acknowledged that managing demand in services such as Children and
Adult Social Care was as much about changing the culture as about changing
the systems used. It was questioned whether the work to manage demand in
these services was progressing as expected. It was recognised that the
Council’'s spend on social care was higher than other similar London
authorities, but did not always deliver better outcomes for the additional cost.
By using learning from other local authorities, it was felt that better quality
outcomes could be delivered at the same time as reducing costs to a level
more in line with the London average. Given the vulnerability of many of those
accessing this services, any change in social care needed to be managed
extremely carefully and this remained a work in process.

As the Council had received criticism in the Report in the Public Interest about
its commercial investments, it was questioned whether this option would be
considered in the future. It was highlighted that commercialisation had been
driven by central government, but past experience demonstrated that any
such ventures needed careful planning to ensure they were executed
effectively. It was unlikely that further commercial investment would be
pursued in the near future as the Council had embarked upon a three year
plan, with a focus on working within its existing financial envelope and a
reduced appetite for risk.

In response to a question about the role of the political leadership in the Star
Chamber process, it was confirmed that the Leader of the Council chaired the

Page 8



process and the Cabinet Members for Croydon Renewal and Resources &
Financial Governance attended each session along with the Chief Executive,
Assistant Chief Executive and Section 151 Officer. The Star Chamber met
with the management of each service and with the respective Cabinet
Member to review budgets. The first round of the Star Chamber process had
been completed and the second round had begun. It was confirmed that the
process was led by the political leadership, who were working in collaboration
with the corporate leadership to deliver a robust budget. Further assurance
was given that a rigorous process was in place to test officers on the savings
presented, with the information provided often reviewed at an almost granular
level.

As a follow-up it was questioned how the information provided to the Star
Chamber was tested. It was advised that the Star Chamber process provided
the opportunity to challenge and test the budget proposals put forward by
services. Having the opportunity to test and challenge individual budgets
allowed the members of the Star Chamber to use their judgement on the
deliverability of the proposals. Budget proposals would not be signed off
without a robust delivery plan. It was confirmed that savings proposals were
being generated from across the organisation, with it highlighted as an
example that front line staff in Adult Social Care were being encouraged to
submit ideas for efficiencies and managing demand.

It was confirmed that a dialogue had been opened with partners in the NHS
about cost sharing in areas, such as hospital discharge, where joint working
was delivering greater benefits to the health service. As would be expected, a
strong business case driven by evidence was required to support the
Council’'s position. These discussions were being managed on a directed
basis, with an awareness of the short timescales for resolution. It was evident
from the discussions that both sides appreciated the partnership working
between health and social care and had shown a willingness to continue
working together. However, in the event that these discussions were not
successful, alternative plans were being prepared.

At the end of the questioning section of this item, the Chair thanked the
Cabinet Members and officers for their attendance at the Committee meeting
and the engagement with the questions of Scrutiny.

Conclusions

At the end of this item, the Scrutiny and Overview Committee reached the
following conclusions:-

1. From the evidence provided, the Committee concluded that the budget
setting process seemed to have been significantly improved, with a
greater degree of rigour than in recent years.

2. The information provided on the budget risks provided reassurance
that there was a greater awareness and understanding of the potential
risks to delivery. It was also recognised that a lot of the risks were
outside the control of the Council and would require careful monitoring
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to ensure that mitigating action could be taken at the earliest possible
stage.

3. Given that the robust approach to budget setting was encouraging, it
was agreed that embedding these processes as part of good practice
across the Council should be a priority going forward.

85/21 Annual Complaints Report

The Committee considered the Annual Complaints Report which provided
analysis of the complaint received by the Council. It was highlighted that due
to a combination of factors, including the pandemic and the financial
challenges of the Council, the report was delayed last year and as a result two
years’ worth of information had been provided.

During the introduction to the report the importance of the organisation using
complaints to identify areas for improvement and understand the concerns of
residents was highlighted. It was also highlighted that as part of the
reorganisation of the Council, the Complaints Team and other resident access
services had been brought together under the Chief Digital Officer. One of the
key drivers for this was to better harness user feedback in driving service
redesign and culture change across the organisation. An explanation was also
provided for the Committee on what actually constituted a complaint being
made, rather than a more general enquiry.

Following the introduction, the Committee was given the opportunity to ask
guestions about the information provided. The first question concerned the
information provided on the Council’'s website about the complaints process
and whether this needed to be reviewed. It was confirmed that the web page
was being reviewed to make the difference between a service request and
complaint clear for the public.

It was noted that the public may contact specific services directly to make a
complaint and as such it was questioned whether these were being reliably
recorded. It was advised that the standard of complaint recording varied from
service to service, with some being very stringent in their reporting. Others
were less so, but this could be for a variety of reasons, including the volume
of contacts and whether an issue was resolved at the first point of contact.

It was highlighted that the Complaints team always tried to convey to other
services that complaints should not be viewed as purely negative, instead
they should be used to inform service improvement. It was an ongoing
process to educate services on what a good complaints handling process
looked like.

In response to a question about the reasons for changing the complaints
handling software used by the Council, it was advised that the license cost for
the previous system had been expensive and did not deliver the functionality
expected. The new cost-effective solution was a low code system that could
be maintained in-house. It was confirmed that although other local authorities
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used a range of software solutions, the new system chosen by the Council
was used by others.

Given the significant issues reported within the Housing Service earlier in the
year, it was questioned how the Committee could be reassured that there was
an adequate system in place to raise a ‘red flag’ if a lot of complaints were
received on a specific problem. It was advised that a lot of lessons had been
learnt in the Housing Service, with a new system in place to log complaints.
There was still work to do on the repairs systems, but work was ongoing to
introduce a standardised approach which interacted with other Council
systems. At present, the Council did not have a single overarching system
that could analysis and flag patterns of complaint, but this would be targeted
as part of the refreshed Digital Strategy.

To address the specific issues with housing repairs, options being considered
included the possibility of the Axis Repairs team co-locating with their
counterparts at the Council and having a more robust system for following up
with customers once repairs had been completed. Weekly meetings had been
set up to monitor the Axis contract using data controlled by the Council, to
ensure it was being delivered as expected.

It was confirmed that complaints were reviewed corporately on a monthly
basis, allowing the leadership team to identify areas of concern. As the use of
information improved it would allow specific issues to be pin pointed and
addressed before they could develop into a larger problem. The Complaints
team worked with external providers, such as Axis, to ensure the correct
information was provided. It was also confirmed that the Complaints team met
with the leadership team of each directorate on a monthly basis to ensure
there was a regular review on the use of complaints, in order to drive
improvement.

In response to a question about whether individual Cabinet Members had
sufficient oversight of the complaints received for their specific areas of
responsibility, it was advised that at this stage reassurance could not be given
that this was definitely happening. However, with new reporting systems being
installed, it was hoped that by the time of the next annual report, complaints
would be routinely reviewed by all Cabinet Members.

It was confirmed that each service had a single point of contact for
complaints, which enabled the Complaints team to develop a consistent
approach to complaint handling. In additional, information was provided on the
Council’s intranet to instruct staff on the complaints process.

At the conclusion of the questioning section of this item the Chair thanked the
officers involved for their engagement with the Committee, both at the
meeting and in the lead up, which had helped to provide reassurance that the
process for handling complaints at the Council was heading in the right
direction.

Conclusions
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86/21

87/21

Signed:

Date:

Following its discussion of the Annual Complaints Report, the Scrutiny &
Overview Committee reached the following conclusions: -

1.

The openness of the Complaints team to engage with the Scrutiny &
Overview Committee, along with the quality of the report provided, was
commended.

It was accepted that the Council was in the process of putting a much
more robust system in place for handling and monitoring complaints,

but issues such as the need to replace the telephony system and the
need to change the complaint handling system twice in a short period
of time had hampered progress.

Although some services had a positive attitude towards complaints, the
Committee remained unconvinced that the culture of the Council had
changed sufficiently to move towards a more open system of using
complaints to drive service improvement.

The Committee would request that future reports evidence how the
culture of the Council has changed towards complaints and provide
examples of where complaints data has been used to influence service
improvement.

It was accepted that due to changes in the complaints reporting
system, a process for Cabinet Members to routinely monitor the
complaints received in their areas of responsibility had not been put in
place. However, if this was not in place and evidenced when the
Committee next considered the Annual Complaints Report, it would be
a cause for significant concern.

Scrutiny & Overview Work Programme 2021-22

The Committee considered its work programme for the remainder of 2021-

2022.

Resolved: That the Scrutiny and Overview Committee work programme be

noted.

Exclusion of the Press and Public

This motion was not required.

The meeting ended at 9.54 pm
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Agenda Iltem 5

REPORT TO: Scrutiny and Overview Committee

7th December 2021

SUBJECT: Financial Performance Report — Month 7 October

2021

LEAD OFFICER: Richard Ennis, Interim Director of Finance,
Investment and Risk (S151 Officer)

PUBLIC/EXEMPT: Public

ORIGIN OF ITEM: This report provides the Overview and Scrutiny
Committee with details of the last monthly monitoring
information provided to Cabinet and noted by them on 6
December 2021 for consideration by this committee.

BRIEF FOR THE The Scrutiny and Overview Committee is asked to:-

COMMITTEE: 1. Note the contents of the Cabinet report considering

the Period 7 financial monitoring position and
forecasts as set out in the appendices to this
report.

2. Considered whether there are any areas of in need
of further scrutiny that should be scheduled for
later in the year by either the Committee or one of
its Sub-Committees.

1.  FINANCE PERFORMANCE REPORT - MONTH 7: OCTOBER 2021

1.1. The Scrutiny and Overview Committee is provided with a copy of the Month 7
Finance Performance report due to be considered by the Cabinet at its meeting
on 6 December 2021. This report has been include on the agenda to ensure
the Committee has an overview of the current financial performance in regards
to the delivery of the 2021-22 budget.

1.2. The report is also provided as a tool for the Scrutiny & Overview Committee to
identify whether there are any areas of concern within the report that should be
scheduled for further scrutiny later in the year by either the Committee or one of
its Sub-Committee.

REPORT AUTHOR: Simon Trevaskis — Senior Democratic Services & Governance
Officer

APPENDICES:

Appendix A — Cabinet Report — Financial Performance Report — Month 7
Appendix A1 - Service Budgets and Forecasts

Appendix A2 - Capital Programme

BACKGROUND DOCUMENTS: None
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REPORT TO: Cabinet
6!" December 2021

SUBJECT: Financial Performance Report — Month 7 (October 2021)

LEAD OFFICER: Richard Ennis, Interim Corporate Director of Re_sources
(Section 151)

CABINET MEMBER: Councillor Callton Young OBE_ Cabi_net Member for
Resources and Financial Governance

Councillor Stuart King, Deputy Leader (Statutory) and
Cabinet Member for Croydon Renewal

SUMMARY OF REPORT:

This report provides the Council’s annual forecast as at Month 7 (October 2021) for the
Council’'s General Fund (GF), Housing Revenue Account (HRA) and the capital
programme. The report forms part of the Council’s financial management process of
publically reporting financial performance against its budgets on a monthly basis.

FINANCIAL IMPACT

The Month 7 position is currently indicating a net underspend of £0.421m against budget
— this represents a £1.020m favourable movement against the Period 6 forecast. This is
before taking into account further risks and risk mitigations. In total, £11.777m (Month 6
£10.464m) of further risks (of which £5.272m relates to approved MTFS savings risks)
are identified against which £11.259m (Month 6 £11.866m) of potential opportunities are
identified and set out in the body of the report. Section 3 details these risks and risk
mitigations and further discusses the impact on the General Fund if these were to
materialise.

The HRA is indicating an over spend of £0.786m (Month 6 £0.733m) against budget.
This overspend is further detailed within Section 5 of the report.

The Leader of the Council has delegated to the Cabinet the power to make the
decisions set out in the recommendations below

1. RECOMMENDATIONS

1.1 Cabinet are asked to note the General Fund is projecting a net favourable
movement of £1.020m from Period 6. Service directorates are indicating a
£3.030m overspend (Month 6 £4.050m) with this being netted of as in the past six
months against the release of a one off Covid Grant (£3.451m released = 31% of
the grant) confirmed to Croydon Council for 21/22 by DLUHC as part of the Local
Government Finance Settlement;
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1.2

1.3

1.4

15

1.6

1.7

1.8

Note that a further number of risks and compensating opportunities may
materialise which would see the forecast year-end variance change and these are
reported within Section 3 of this report. Should these risks materialise or the
mitigations not be effective the Council could overspend by £11.356m (Month 6
£11.063m). However to note the Council does have the £7.799m of covid grant
that can be used to offset such pressures.

Note the Housing Revenue Account (HRA) is projecting a £0.786m (Month 6
£0.733m) overspend for 2021/22. If no further mitigations are found to reduce this
overspend the HRA will need to drawdown reserves from HRA balances. There
are sufficient balances to cover this expenditure.

Note the capital spend to date for the General Fund of £13.593m (against a budget
of £188.688m) and for the HRA of £9.915m (against a budget of £183.209m), with
a projected forecast variance of £45.472m on the General Fund against budget
and £7.184m forecast variance against budget for the Housing Revenue Account;

Note, the above figures are predicated on forecasts from Month 7 to the year end
and therefore could be subject to change as forecasts are refined and new and
updated information is provided on a monthly basis. Forecasts are made based on
the best available information at this time.

Note that whilst the Section 114 notice has formally been lifted, the internal controls
established as part of the S114, such as the Spend Control Panel and Social Care
Placement Panels remain. Restrictions have been lifted for ring-fenced accounts
such as the Pension Fund, Housing Revenue Account and Coroner’s Expenditure
as these are directly outside of the General Fund’s control. The Spending Control
Panel which was set up at the beginning of November 2020 continues to meet on
a twice daily basis.

Note that the Council has received a one off financial sum of £2.36m from the
Government to help cover the pressures related to Unaccompanied Asylum
Seeking Children (UASC) and care leavers which Croydon bears
disproportionately to other local authorities due to the siting of the Home Office’s
Lunar House. However this means the Council and Croydon tax payers still fund
£1.615m of disproportionate costs in this financial year post the Grant support.
These costs will continue throughout the MTFS for which the Government has not
indicated any financial support to date.

Note that in addition to the UASC pressures, Croydon Borough has taken on ¢1000
asylum seekers who have been placed in eight hotels by the Home Office without
consultation with the Council. The hotel costs are funded by the Home Office,
however the Council is be responsible for further ancillary services particularly
around safeguarding, public health, children & youth provision and broader
community support. These additional costs, which are currently being calculated
have been flagged within the unquantified risks section of this report, and could
clearly result in further financial pressures for the Council.
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2. EXECUTIVE SUMMARY

2.1.  This reports sets out the Council’s current General Fund revenue budget
projected outturn for the full financial year 2021-2022 as at Month 7, October
2021.

2.2. The General Fund revenue projected outturn forecast has improved by
£1.020m from a forecast over spend position of £0.599m in Month 6. The main
cause of this movement has been due to further detailed work being done
within the parking service to ensure confidence in the forecast.

2.3. There are a further set of risks and opportunities, which indicate a cost of
£0.518m (risks £11.777m and opportunities of £11.259m), but not yet
sufficiently developed to be included in the outturn forecast. Should these
materialise it will have a negative impact on the forecast.

2.4. The chart below illustrates the trend in the monthly monitoring reports and
shows both the forecast as well as quantum of risks and opportunities together
with the impact should all risks and opportunities fully materialise (dashed line)

Monthly Forecast, Risk & Opportunity Tracker
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2.5. The Housing Revenue Account is forecasting an over spend of £0.786m (an
increase of £0.053m on the Month 6 forecast of £0.733m). This projected
variance impacts on HRA reserves rather than GF reserves.

2.6. The capital programme for both the General Fund and HRA is reporting a

spend to date of £23.508m against overall budget of £321.897m, with a
forecast underspend of £52.656m.

Page 19



2.7.

2.8.

2.9.

2.10.

2.11.

3.1.

The Financial Performance Report (FPR) which will continue to be presented
to each Cabinet meeting provides a detailed breakdown of the Council’s
financial position and the challenges it faces. It covers the GF, HRA and capital
programme and ensures there is transparency in our financial position,
enables scrutiny by both members and the public, and offers reassurance as
regards the commitment by chief officers to more effective financial
management and disciplines.

The 2020/21 financial year was a very difficult year for the Council. The former
Director for Finance, Risk and Insurance (Section 151 Officer) had to issue the
Council’'s very first S114 notice in November 2020. A further S114 notice was
issued on the 2 December 2020 as the Council continued to overspend
significantly without having sufficient resources to cover the overspends. Since
8" March 2021 the S114 notice has been lifted as the Council received
confirmation of a Capitalisation Direction from MHCLG of up to £70m for
2020/21 and MHCLG were minded to fund £50m for 2021/22. The latter
allowed the 2021/22 budget to be set.

The Council has had the benefit of a number of recommendations from various
stakeholders and scrutiny panels such as the external auditor’s Report in the
Public Interest and the Non-statutory Rapid Review by MHCLG. Their
recommendations have been taken on board and the Croydon Renewal Plan
has been developed which will over the medium term financial strategy period
restore the Council’s finances to balance and develop a more effective system
of internal control amongst other improvements to the Council.

This report forms part of the reporting framework on the delivery of the Croydon
Renewal Plan by ensuring the delivery of the council’s budget is reported
monthly and transparently.

The Council is still working with the external auditors on finalising the
2019/2020 audit of accounts however the 2020/2021 Outturn has now been
presented to Cabinet on 12" July 2021 based around their findings and the
accounts have also been published for 2020/2021.

FINANCIAL POSITION

The FPR shows that the Council is forecast to have a General Fund net
underspend variance of £0.421m (after drawing down on £3.451m of covid-
related grant reserves) — a favourable movement of £1.020m on the net
forecast reported at Month 6. The HRA is projecting a £0.786m overspend
before risks mitigations. The current financial forecast is based on the known
position at the time of writing this report. It is important that Cabinet is aware
of the much higher profile that the process has within the Council with iterations
of the report going through a range of formal officer meetings including
directorate meetings, Corporate Management Team and informal meetings
with the Leader and Cabinet.
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3.2. Work is ongoing in directorates to review the forecast position for each area
and MTFS savings and risks to reduce any overspends and identify further
options to mitigate these. Further details and options identified will form part
of future monthly Finance Performance Reports.

3.3.  In 2020/2021 the monitoring forecasts presented details of Covid funding that
the Council had received from Central Government, however the Government
has not provided any further indication that it seeks to continue to fund Local
Government in relation to Covid pressures and thus this section has been
removed from 2021/2022.

3.4. A detailed review of the corporate budgets is also being carried out that will feed
into the MTFS and inform any opportunities that may arise as a result of the
review. This will be further detailed within the Period 8 monthly FPR report.

3.5. The forecast outturn position of the General Fund is shown below in Table 1.

Table 1 — Month 7 Projection per Directorate

Month 7 | Month 6

\F/or_ecast Change :
Forecast ariance from SV Other
) From : Non-
Variance Previ previous . Pressures
revious Delivery
month
month

(£,000's) | (£,000's) | (£,000's) | (£,000's) | (£,000's)
Children, Young People and
Education (3,742) (3,148) (572) - (3,742)
UASC 1,615 1,615 - 1,615
Adult Social Care and Health (1,088) (869) (219) - (1,088)
Housing 1,881 1,838 42 - 1,881
Sustainable Communities
Regen & Economic Recovery 5,122 5,672 (572) 3,000 2,122
Resources (636) (848) 212 - (636)
Assistant Chief Executive (121) (210) 89 - (121)

Departmental Total 3,030 4,050 (1,020) 3,000 30
Corporate Items & Funding (3,451) (3,451) - - (3,451)
Total General Fund (421) 599 (2,020) 3,000 (3,421)

3.6.

Net overspends and underspends within the service budgets are presented as
forecast variance (as per Table 1), and are additionally classified as either non-
delivery of agreed savings or other pressures. Non-delivery of savings relates
to the non-achievement of the approved MTFS savings whilst other pressures
are as a result of new and external pressures not previously provided for within
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3.7.

the Council’s 2021/2022 Budget. Further explanations of these overspends are
provided within Section 4 of this report.

The chart below shows the forecast by service department for both the current
and previous month:

Change in forecast position month 7

8,000
6,000
4,000
2,000

(2,000)
(4,000)

3.8.

£5,122

—1
£1,881
—1
——1
£636 £121 £421
£1,088
£2,127
. . . . ) £3,451
Children, Adult Social Housing Sustainable  Resources Assistant Corporate Total GF
Young People  Care and Communities Chief Items &
and Education Health Regen & Executive Funding

Economic
Recovery

OPrevious Period @ Current Period

The main areas of movement from Month 6 are as follows:

e Adult Social Care and Health £0.219m favourable movement due to a
underspend on re-ablement costs and the continuation of the NHS Hospital
Discharge Programme for Covid (£0.513m) and underspends due to
vacancies;

e Sustainable Communities, Regeneration and Economic Recovery
favourable movement of £0.572m due to staff underspends across various
teams within the Directorate.

e Resources £0.212m adverse movement, principally related to overspends
in staffing costs across various teams.

e Housing £0.042m adverse movement.

e Children Young People and Education indicating an overall £0.572m
favourable movement due to further reductions within the placement spend
as part of the ongoing work to reduce costs without impacting on service
delivery to clients.

e Unaccompanied Asylum seeking Children (UASC) — The Council will face

£1.615m of UASC pressures due to significant demand within the Borough.
The original pressure was £4.5m however the Council has been able to
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secure one off grant funding of £2.36m from Central Government and there
has been further reduction in costs.

Further details can be found in section 4 of this report.

Risks and Risk mitigations

3.9.

3.10.

3.11.

3.12.

3.13.

As mentioned within paragraph 3.1 the forecast has been reported excluding
further potential risks and risk mitigations. Risks and risk mitigations are split
into quantified and unquantified items.

As with the forecast set out in Table 1 risks are separately reported for those
elements that relate to potential under-delivery of approved savings, and those
that are new and not directly related to agreed savings plans.

Table 2a below provides for details of MTFS savings at risk with a brief
commentary of the projects that are at risk of delivery and Table 2b provides a
list of quantified and unquantified other risks. The savings are subject to a
separate assurance process involving both the Chief Executive and the
Corporate Director of Resources (Section 151) meeting with the directorates
and the Director of policy and programmes. The most recent of these was in
early November.

These meetings identify savings at risk and mitigations for both the current and
future years. Where risks are quantified currently, these are based on high level
information and directorate experiences of the service. Parking Savings
continue to be an issue due to further considerations of the March Budget
decisions and therefore with 7 months of the year now passed it is very likely
these specific savings will not be delivered in full.

The rest of the services are sufficiently confident in being able to manage or
mitigate these risks that they are not included as part of the present forecast
year-end position. However, the figure has been provided to indicate to Cabinet
the likely financial impact on the budget and therefore the need to take action
to deal with the risk should they materialise.
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Table 2a — MTES Savings Risk

UULES Savings Savings Chgpogn?
Savings | MTFS Savings Description B B Sl
Ref
Month
(£,000's) (E£,000's) (£,000's)
CFE , . : .
Review Children’s Centres Delivery Model 165 0 165
Sav 09
CFE Early Learning Collaboration Contract 82 0 82
Sav 12 y g
Children, Young People and Education Total 247 0 247
Adult Social Care and Health Total 0 0 0
Housing Total 0 0 0
PLA Parking charges increase 30p/30min 2,000 874 0
Sav 24 g charg P ’
PLA ANPR camera enforcement 2,025 0 0
Sav 10
Sustainable Communities Regen & Economic 4,025 874 0
Recovery Total
Resources Total 0 0 0
COR Fees and Charges Reviews 1,000 0 1,000
Sav 17
Corporate Items & Funding Total 1,000 0 1,000
Assistant Chief Executive Total 0 0 0
Total Savings at Risk 5,272 874 1,247

Data above taken from Savings Tracker 171" November 2021

3.14. Table 2a indicates that there are potential £5.272m worth of MTFS savings
(£0.874m in Month 6) that may not be achieved, however services are currently
carrying out further work to ensure these can be delivered or otherwise be
mitigated. So far no specific mitigations have been fully identified. Large
proportion of the £5.272m risk relates to non-achievement of additional parking
income due to demand for parking spaces still being impacted by changed
resident behaviour following Covid-19, and downward pressures on demand for
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3.15.

3.16.

3.17.

a range of services where the Council anticipated further income from
increasing fees and charges.

These savings are reviewed on a monthly basis. If these savings are deemed
to be definitely non-deliverable they will be factored into the monthly forecast
and incorporated into the forecast outturn position provided in Table 1. The
services have been instructed to find mitigations for all savings that cannot be
delivered to meet their budgetary total per directorate.

The main cause of the movement is to do with fees and charges across all
services. As a result of Covid, demand levels for services have continued to
remain low and the planned increase in fees and charges will not lead to the
level of income anticipated in year.

Section 4 gives details of all the movements between month 7 and month 6 and
identifies any movements in delivery of MTFS savings, risks and mitigating

items that are factored into the forecast assumptions.

Table 2b — Other quantifiable and unquantifiable risks

Quantified Risks

P7
£000

P6
£000

Details of Risk

Children, Young
People and Education

160

160

£160k - Education service for schools (Covid impact on
income generation)

Adult Social Care and
Health

3,050

3,200

£550k - Transitions - value of late prior year payments
based on 20/21

£2.5m - Adult social care operational risks

Housing

396

430

£96k - Demand for Emergency/Temporary Accommodation
likely to increase.

£300k Bad debt costs - Current arrears are increasing in
2020/21 due to lower collection rates in the first part of the
year (Covid related). When this debt becomes ‘former' as
tenants move on then recovery rates drop to between 5%
and 30%. Potential additional debt costs of £300k-£800k
beyond total presented based on current calculation
methods.

Sustainable
Communities Regen
& Economic Recovery

2,899

5,400

£1.699m - Additional risk to income due to progression of
schemes and decision making along with compliance in
high PCN yield areas has increased and so put more
income at risk than previously stated. The service are
reviewing the modelling and programme for future schemes
to explore any mitigation factors that can be implemented to
keep the financial risk to a minimum.
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£240k - Food Safety Team have an establishment gap
budget, this has resulted in no recruitment to these roles
and a pressure on the work they perform. This could result
in action from the Food Standard Agency so needs to be
carefully monitored maximum exposure if staff need to be
recruited £240k.

£800k - Potential claim in relation to the waste disposal
contract

£160k - Potential payment to BoxPark for an additional 6th
year of contract that was agreed last year. The 5yr contract
ended in 20