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SCRUTINY PANEL 21ST JANUARY 2019

2019/20 Budget Update

2019/20 Budget

The 2019/20 budget is balanced. We are currently finalising the resources estimates but 
will have to wait until the end of January/Early February 2019 when the Final 2019/20 
Local Government Finance Settlement is published before we receive confirmation of our 
external funding income streams such as the Top-Up and New Homes Bonus grants. We 
do not though, expect any major changes from the funding estimates included in the 
Provisional Settlement published in December 2018. With regards to other funding, we 
have set the Council Taxbase and a 4.99% tax increase will be proposed in the 2019/20 
budget report. We are in the process of finalising the business rates estimate which has 
been complicated by the plethora of reliefs that the Government has introduced in recent 
years, but this will be completed by the end of January 2019.

The latest 2019/20 budget forecast is shown below. This is likely to change when we 
incorporate the finalised external funding streams and business rates income as noted 
above; and it should be recognised that this forecast is based on a 4.99% council tax 
increase being agreed for 2019/20. Should the 4.99% increase not be approved, we would 
require a further drawdown of grant to balance the budget on a one-off basis.

Table 1: 2019/20 Budget 

ESTIMATED RESOURCES 2019/20
 £m
Central Government Funding (Top-Up) # 83.200
Business Rates 68.247
Council Tax 82.240
Public Health Grant  32.320
New Homes Bonus Grant 7.800
Improved Better Care Fund & Better Care Fund 20.500
Other Income (S31 Grant & CF surpluses) 10.963
TOTAL RESOURCES 305.270
ESTIMATED EXPENDITURE  
Directorate Cash Limits after agreed savings 262.179
General Finance Account after agreed savings 43.091
TOTAL EXPENDITURE 305.270
GAP 0.000

 

It is worth noting that we will need to use ‘one-off’ funding of c. £4m to fully balance off the 
budget in 2019/20. This will come from 2019/20 one-off Section 31 business rates grants 
as discussed below.

There are a number of 2019/20 of savings schemes which are incorporated into the budget 
forecast shown above. These are as follows: - 
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2019/20 SAVINGS SCHEMES APPROVED BY CABINET

Table 2: 2019/20 Savings included in the July 2017 OFP

PROPOSAL
2019/20 

£000
PUBLIC HEALTH
Retargeting and integration of commissioned public mental health services. 300
Retargeting of adult obesity spend in partnership with leisure and health 
colleagues

150

Further savings anticipated from recommissioning of sexual health 
services 

200

ADULTS’ SERVICES
Right-sizing of Meals on Wheels budget to reflect demand and historic 
spend.

100

N&H DIRECTORATE WIDE
Base budget review – review of budgets following the closing of the 
2016/17 accounts to identify non-essential spend and other efficiencies

200

FINANCE AND CORPORATE RESOURCES
Reduction in pension contribution rate 500
Increase in business rate income 500
TOTAL 1,950

Table 3: 2019/20 Savings included in the November 2016 OFP

PROPOSAL
2019/20 

£000
Housing Related Support for Vulnerable Adults Further development of 
proposals through service redesign which will target resources at those with 
the highest needs.  

775

Enforcement Cross Cutting Review 325
CYPS - These are business as usual savings, derived because of service 
development, more efficient ways of working and targeting funding. 
Specifically, the proposal includes some remodelling of the service following 
1CYPS implementation, re-profiling of troubled families’ income, trading our 
training courses and savings forecast through the ongoing regionalisation 
of adoption.

187

Public Health – The savings are derived from efficiencies, service 
remodelling and recommissioning. 800

TOTAL 2,087
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Table 4: 2019/20 Savings included in the May 2016 OFP

PROPOSAL
2019/20 

£000
Income from Principal Place which will yield a rental income in 2019/20 1,600
ICT - Infrastructure.  Savings to be derived from reduced data centre 
storage costs following replacement of existing facility. 125

ICT - Staff Support. Cost reductions through sharing of specific posts 
e.g. security manager and refresh of desktop support arrangements and 
helpdesk. 

125

R & B - Customer Services efficiencies 250
Finance / Audit / Support Services / My Budget efficiency savings 150
Corporate Estate support costs rationalisation 50
Commercial Property Income - Renewals and additions 250
TOTAL 2,550

The Group Director of Finance and Corporate Resources also undertook a review of the 
Council’s major general fund revenue income streams in the summer and the overall impact 
was an estimated £6.3m increase in income and a £1.5m reduction in spend on corporate 
items in addition to the savings and income generation schemes listed above. These are also 
reflected in the budget forecast.

The major additional income source is an increase in business rate income from the Principal 
Place building which was occupied by Amazon last year. Whilst we knew that there would be 
an increase in our income before the review, we took a prudent view of the amount as we did 
not have a formal assessment from the Valuation Office (VO). However, the VO completed its 
floor by floor analysis in the summer and has produced a draft assessment. On the basis this, 
we have increased our estimate of income from this source by £4m.

We also undertook a major appraisal of our capital charges and reviewed many of the 
underlying parameters and arrangements and are able on the strength of this to reduce our 
capital charges estimate by £1.5m.

We have also reviewed two service income streams: commercial property and car parking. A 
review of the property portfolio suggests that income will be £0.5m higher than the review 
carried out earlier in the year alongside additional £1m parking income (ringfenced) in the 
2019/20 forecast due to the prudent estimates about the increased number of CPZs.

After making these adjustments and an assumed 4.99% council tax increase, we still have a 
£4m gap but this will be closed by using one-off S3ection 31 Government grants (one-off 
because they are guaranteed to be paid in 2019-20 only) and by using higher than anticipated 
additional business rates and council tax income earned predominantly through lower than 
anticipated losses in appeals over the past year.
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Medium Term Financial Forecast

The latest Medium-Term Financial Forecast is shown below.

Table 5: Medium Term Indicative Budget Forecast 2019/20 to 2023/24

ESTIMATED RESOURCES 2019/20 2020/21 2021/22 2022/23 2023/24
 £m £m £m £m £m
Central Government Funding (Top-Up) # 83.200 71.200 66.200 66.200 66.200
Business Rates 68.247 72.338 76.552 80.892 85.362
Council Tax 82.240 86.295 91.388 96.750 102.394
Public Health Grant  32.320 31.520 30.720 29.920 29.120
New Homes Bonus Grant 7.800 2.000 1.000 1.000 1.000
Improved Better Care Fund & Better Care Fund 20.500 19.300 19.300 19.300 19.300
Other Income (S31 Grant & CF surpluses) 10.963 2.150 2.150 2.150 2.150
TOTAL RESOURCES 305.270 284.803 287.310 296.212 305.526
ESTIMATED EXPENDITURE      
Directorate Cash Limits after agreed savings 262.179 259.179 257.529 256.729 255.929
General Finance Account after agreed savings 43.091 48.634 59.384 69.634 79.884
TOTAL EXPENDITURE 305.270 307.813 316.913 326.363 335.813
GAP 0.000 -23.010 -29.603 -30.151 -30.287

The qualifications associated with long-term financial planning of this nature especially in view 
of the forthcoming Spending Review and the Fair Funding review have been noted in the 
Quarterly Finance Update presented to the Scrutiny Panel in July 2018.

The main reason for the increase in the gap from 2019/20 to 2020/21 and to 2021/22 is the 
assumption made that we will lose a significant amount of funding from the Fair Funding 
Review and that safety nets on losses will be unwound rapidly as they were in 2011/12 and 
2012/13. If on the other hand are losses are less than what we have assumed, the gaps in all 
years will be lower and if our projected losses are reasonably accurate but the Government 
introduces tighter safety nets than we have assumed then the funding losses will be phased 
in over a longer time period such that gaps will reduce in 2020/21 and 2021/22 from those 
shown above and this may also be the case in  2022/23 and 2023/24 depending on the 
tightness of the safety nets.

On the question of Fair Funding, London Councils on behalf of the London Boroughs, 
commissioned LG Futures to identify the key funding issues affecting the boroughs and to 
inform advocacy and lobbying efforts. It is an excellent report and shows that ILB's have lost 
significantly more in spending power than anyone else and raises markers for representations 
and lobbying – the use of actual rather than notional council tax levels in the Resources 
formula for example. It also identifies the risks we face – for example the Area Cost Adjustment 
(an ‘add-on’ for higher salaries and rates bills in London and the South East) being calculated 
on an individual borough basis, rather than on an Inner London basis (we have lost out from 
this in previous modelling) and the inclusion of car parking income in the resources formula 
(this will add 20% to our estimated income which is a problem as the higher the resources 
element, the lower the funding). It also has a lot of good stuff on the cost drivers and the 
formulae. The outcome will depend on politics as much as anything else (i.e. giving the shire 
counties more money) but leaving this aside and simply looking at what is in the report, it still 
looks very likely that we will lose funding from the Review.
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Turning to options to reduce the gap, in addition to specific Directorate proposals and the work 
of the Task Groups, HMT has also discussed exploring options to strengthen resilience 
particularly amongst transactional services e.g. Income collection - whilst we already have a 
corporate sundry debt team, income collection for Council Tax / Business Rates, Housing 
Rents and Parking are separate and we also have a number of contact centres.  Work to 
explore consolidation in relation to this and opportunities around customer services is taking 
place. Other initiatives that may be considered include: -

Reduction in payroll costs from Voluntary Redundancy. 

With an average staff cost of £45k, if 250 staff who are charged to the General Fund took 
voluntary redundancy then the full year saving would be £11,25m. If 300 took voluntary 
redundancy then the saving would be £13,5m. As at April 2018, we had 3,800 full time 
equivalent funded posts who were charged to the General Fund. 

Agency staff spend, although consideration will have to be given to how cash limits are 
reduced as agency budgets are very limited                                   …………………….c.   £2m

Renegotiation of High Spend contracts                                                  ……………….c.   £4m

Reduction of overall Directorate Budgets – at say 3% of net spend. As a ballpark figure, 3% 
of the 2018/19 budgeted net spend is c. £9m.

Asset Utilisation

Continued look at reducing further costs of asset use / improved commercial income ……. c. 
£2.5m                                                                                 

We could also try and categorise functions into those that are essential for the provision of 
services and those which “are nice to have” and scale down the latter. We could extend this 
further by looking at essential levels of provision and “nice to have” levels and again scale 
down the latter. All this work is at relatively early stage and we would want to come back in 
the new year to detail the implications of this work and a look at all the Council’s customer 
service functions.

HRA

The HRA budget are set in line with the HRA Business Plan and the Council’s budget setting 
process. The HRA Business Plan sets out the Council’s plans for managing and maintaining 
its housing stock (including leasehold properties) and other assets held in the HRA. The HRA 
Business Plan financial model informs the budget setting and capital programme over the 
Business Plan period. Its fundamental purpose is to set out the resources required to ensure 
the effective and sustainable management of these housing assets.

The first HRA Business Plan was approved by Cabinet in December 2013. As a result of 
substantial changes to the capital investment profile, updates were approved by Cabinet in 
December 2014 and 2016. Over the past year the Council has conducted a condition survey 
of its housing stock and developed a new approach to asset management, as detailed in the 
Asset Management Strategy due to be considered by Cabinet in February. This has required 
the HRA Business Plan financial model to be revised. 
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In addition, there has been a significant change to housing finance as a result of the removal 
by the Government of the HRA debt cap. Further detail in respect of this is provided in the 
following section of this report.

The Council was successful in securing £45.5m in grant funding for its regeneration 
programmes as part of the GLA’s Building Council Homes for Londoners programme. A further 
£40m of Right to Buy funding will be ring-fenced for a future housing regeneration 
programmes.

The Council wishes to sustain its investment in its housing assets by ensuring all homes are 
maintained to a high standard, through a wide range of works and cyclical programmes that 
ensure compliance with legal and safety regulations and that protect against and prevent 
deterioration of its buildings. An extensive stock condition survey was undertaken during 2018 
in order to update information in the stock database and this has been used to inform the 
Asset Management Strategy and delivery plan.

In addition to investment in existing properties, the Council continues to progress three 
extensive regeneration programmes within the borough: Woodberry Down, the Estate 
Regeneration Programme (ERP), and the Housing Supply Programme (HSP). The removal of 
the HRA debt cap provides an opportunity to review the business planning of the HRA, and 
so the financial plan for the existing HRA stock and the regeneration programmes will be 
presented and monitored separately to ensure the viability of both investment in existing stock 
and housing regeneration programmes. 

The HRA Business Plan financial model requires savings of £7.5m savings over the period 
2019/20 to 2021/22 which will be invested in existing housing stock. The development of 
savings proposals is being undertaken in the context of the strategic objectives for housing 
services and the housing improvement plan and also to need to balance the competing 
priorities of 

● Maintaining and improving the service we deliver to our tenants and 
leaseholders

● Maintaining the investment in our housing stock; 
● The delivery of our housing regeneration programmes; and 
● Sustainable borrowing for the HRA now that the Government has removed the 

HRA debt cap. 

It should also be noted that 2019/20 is the final year of the government imposed 1% per annum 
rent reduction. The rent levels set out in the proposed HRA budget report are in line with this 
requirement.

Removal of HRA debt cap
The Council has been lobbying for the removal of the debt cap for a number of years. The 
removal of the debt cap itself doesn’t create funding to deliver more properties as it is the 
viability of the schemes and overall programme that determines the tenure mix. The debt cap 
placed an artificial restriction on the ability of the Council to deliver its viable programme by 
limiting the amount of borrowing that could be undertaken to fund the construction of 
properties, irrespective if they were viable in the longer term. Whilst the longer term viability of 
the programmes, measured by their Net Present Value (NPV), were always considered, the 
primary focus has hitherto been on ensuring that the debt cap is not breached and that 
borrowing is controlled. The removal of the debt cap allows the primary focus to move to 
viability (NPV) and the management of the contract, delivery and sales risks as part of the 
overall programme. 
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Whilst the debt cap is removed, this doesn’t allow unconditional borrowing to build affordable 
housing or to invest in our housing stock, as the HRA has to remain financially viable and 
borrowing costs will quickly impact on the ability of the HRA to remain a viable going concern. 
For example, £6m to build 20 social rented properties will have an ongoing financing 
requirement of £250k p.a., and so after 20 years the debt related to these properties would 
increase to £11m, with no means of repayment. Multiplying this to 200 units will result in debt 
of £110m without a means to repay, and result in a financial burden on future tenants.
The removal of the debt cap does allow for greater flexibility in the delivery of the Council’s 
regeneration programmes by not restricting the development cash flow. The financial profile 
of the regeneration programme results in debt on completion, with future net rent flows (rent 
less management and maintenance costs) repaying debt over 30 years. Outright sale 
properties generate a receipt to cross subsidise the affordable housing at completion, but there 
is no ongoing revenue income generated to repay any remaining debt. Shared Ownership 
properties generate a smaller initial receipt but have on-going rental income which is the main 
funding source for debt repayment. Social Rented properties don’t generate a capital receipt 
and the rental income is only sufficient to fund a relatively small surplus, after deducting the 
Management and Maintenance costs. Therefore, it is the mixed tenure model that make the 
Council’s regeneration schemes viable, and this model cannot fundamentally change simply 
as a result of the removal of the debt cap. As a reminder, before self-financing in 2012, the 
Council’s HRA had £752m of debt with no means to repay it and so we can’t allow ourselves 
to return to this position.


