
REPORT TO:  CABINET 14 DECEMBER 2015 

AGENDA ITEM: 8 

SUBJECT: QUARTER 2 FINANCIAL PERFORMANCE 2015/16 

LEAD OFFICER: RICHARD SIMPSON 
ASSISTANT CHIEF EXECUTIVE (CORPORATE RESOURCES AND 

SECTION 151 OFFICER) 

CABINET 
MEMBER: CLLR TONY NEWMAN 

LEADER OF THE COUNCIL 
CLLR SIMON HALL, 

 CABINET MEMBER FOR FINANCE AND TREASURY 

WARDS: ALL 

CORPORATE PRIORITY/POLICY CONTEXT:  
The recommendations in the report will help to ensure effective management, 
governance and delivery of the Council’s medium term financial strategy and ensure a 
sound financial delivery of the 2015/16 in-year budget. This will enable the ambitions for 
the borough for the remainder of this financial year to be developed, programmed and 
achieved for the residents of our borough. 

AMBITIOUS FOR CROYDON & WHY ARE WE DOING THIS: 
Strong financial governance and stewardship ensures that the Council’s resources are 
aligned to enable the priorities, as set out in the Corporate Plan 2015 -2018, to be 
achieved for the residents of our borough and further enables medium to long term 
strategic planning considerations based on this strong financial foundation and 
stewardship. 

FINANCIAL IMPACT 
Since the Council set the 2015/16 budget there have been a number of policy changes 
made by Government that will impact on the in–year budget and are expected to increase 
the pressure on the budget of the Council.  These include a reduction in Home Office 
funding for Unaccompanied Asylum Seeking Children, a cut to the Public Health Grant 
and the Youth Justice Board grant, changes to the Welfare and Housing Bill and changes 
impacting on income earned from Parking. This report sets out the measures which the 
Council will be taken to re-balance the impact from this Government policy change. 
These continuing cuts to funding for Croydon detailed above alongside the increasing 
demand on a range of statutory services that the Council provides has led to a pressure 
on the 2015/16 budget and the need for further consideration of more radical options that 
are open to the Council to ensure that key services to Croydon residents are protected 
wherever possible. The Council has also put in place a number of in-year actions to help 
manage the financial position and some of these are starting to have an impact and have 
been included within the forecast position.  The current financial position and options are 
set out clearly in this report. 
The projected revenue outturn for 2015/16 is £2.5m greater than budget. The projected 
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2. EXECUTIVE SUMMARY

2.1 This report updates the Council’s financial outlook at the end of the second quarter of 
2015-16, which remains against a context of a series of adverse national funding 
changes affecting Local Government finance. 

2.2 In addition to the dramatic reduction of the Council’s direct support grant, the borough 
continues to experience unfunded changes to national policy that put an even greater 
burden on the local tax payer.  Updates on the issues identified in the Autumn 
Statement report presented to Cabinet on the 21 September 2015 are provided in 
Section 2.4 of this report. 

2.3 Since quarter 1 the pressure on the People department has worsened in some key 
areas, including a continued growth in demand for both Children and Adult social care 
placements.  Further actions have been put in place across the organisation which 
have a particular focus on staffing savings which include a council wide recruitment 
pause, further action on agency staff and a council wide voluntary severance scheme. 
In addition specific actions have been put in place in the People department. 

2.4 Since the Council set the 2015/16 budget there have been a number of policy changes 
and grant cuts made by Government that are forecasted to increase the pressure on 
the budget by over £8m per annum.  Progress on these funding cuts since the Autumn 
Statement report are set out against each item.   

outturn position has improved by £0.64m from the Autumn Financial Statement report to 
Cabinet in September.  
If the projected outturn became the final outturn there would need to be a contribution of 
£2.5m from useable reserves.  This would be if no further corrective action were taken 
over the remainder of the year. Work is continuing on the programme of action identified 
in the Autumn Statement to achieve a balanced budget position for 2015/16, and updates 
are included in this report. 

The Housing Revenue Account is projected to underspend by £2m in 2015/16. 

FORWARD PLAN KEY DECISION REFERENCE NO. 
Not a key decision       

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

1 RECOMMENDATIONS 

Cabinet is recommended :- 

i) Note the current Outturn forecast  at the end of the second quarter of 2015/16 of
£2.519m over budget and HRA position of a £2m underspend, and the actions put in
place to reduce the overspend

ii) Approve virements as detailed in paragraph 5.1 of this report;
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2.4.1 Home Office – Unaccompanied Asylum Seeking Children (UASC) - £4m 
 

The Leader of the Council met with the Immigration Minister James Brokenshire on 21 
October to discuss the UASC rates for Croydon in 2015/16.  There were a number of 
questions raised by the Home Office at this meeting and a response was provided to 
the Home Office.  The meeting was positive and a response on the UASC rates for 
2015/16 is expected shortly.  The loss of funding is not included within the Quarter 2 
forecast position for this reason. 

 
2.4.2 No Resource to Public Funds - £0.28m 
 

The Council receives no funding for costs incurred as a result of providing services 
and support to those who have been classified as having no resource to public funds.  
The anticipated impact of this in 2015/16 is £280k and is shown as a corporate 
overspend item in the Quarter 2 forecast position. 

 
2.4.3  Public Health Grant - £1.3m 

 
The national consultation has now concluded, and the Government are implementing 
their preferred option of a 6.2% flat rate reduction to all authorities.  This has resulted 
in the reduction of £1.3m to Croydon’s Public Health Grant. 
 
Funding is available on a one off basis from Public Health reserves to meet this 
reduction in 2015/16. However, a more fundamental review will be needed for future 
years, especially given announcements in the Spending Review made regarding future 
years. 
 

2.4.4 Croydon Adult Learning and Training (CALAT) - £0.6m 
 
Following central government’s recent announcement that it is to cut more than 
£600,000 from Croydon’s budget for the CALAT service, the council has been forced 
to make some tough decisions about the courses it currently offers.  Staff and others 
affected have been informed about the proposed closure of the Coulsdon CALAT 
centre next year.  It is proposed that many courses will be transferred to the three 
other learning centres in Thornton Heath, New Addington and Croydon town centre 
but some courses will have to cease.  The council will continue to work with and 
consult all of the staff and adult learners affected by these proposed changes, and will 
ensure that priority subjects such as English and Maths, and apprenticeships and 
traineeships continue to be offered.  This impact is being shown as a corporate 
overspend item in the Quarter 2 forecast position. 

 
2.4.5 Youth Justice Board - £0.057m 
 

Further in-year funding reductions were announced on the 5th November in relation to 
the Youth Justice Board grant.  A 10.6% reduction in funding is being passed to 
Councils, which will result in the loss of £57k to Croydon.  This cut will result in the 
need to reduce the level of service provided to some of the most vulnerable young 
people.  The service are trying to minimise the impact but the following areas will be 
impacted :- 
• IT provision; 
• Reparation; 
• Funding of travel expenses. 

 

Page 3 of 20 





 
is in SEN Transport as shown in the table. More medium term strategies have been 
put in place to address the above pressures.  These include: 

  
Think Family / top 50 families 
 
• undertake a holistic review of the highest costing families, looking at average costs, 

household composition, number of services known to; 
• look at alternative solutions for the family’s needs; 
• look for how services and provision can be joined up to  prevent the need for the level 

of intervention; 
• look at options for health or other funding. 

 
Demand Management (Adult Social Care and Housing)  
 
• Working with external consultancy to review how to manage the growing demand for 

services and implement a sustainable approach that will create a clear operating 
model that allows management of demand within available financial resources. 

 
Placement Review 
 
• Creation of a regular Adult Social Care Placement Review Panel, that reviews all care 

placements greater than £250 per week.  To ensure the correct level of support is 
provided and in the most cost efficient manner. 

 
SEN Transport 
 
• Accelerating the work on independent travel training and greater use of personal 

budgets, as well as route optimisation and further work on use of in-house service. 
 
Gateway Prevention 
 
• Use of gateway and early intervention to reduce demand in the short term 
 
Housing 
 
• Procuring additional supply, as well as enhanced management of existing supply 
• Focus on more rapid decision making 
• Income optimisation 

 
 
4. GENERAL FUND REVENUE SUMMARY POSITION 2015/16   

 
4.1 Graph 1 below shows the movement of forecast variances for 2015/16 compared to 

previous years. The Council continues to manage its finances through the rigorous 
monitoring and control of spending within the framework of the Financial Strategy. This 
is why the forecast position has improved in the past by the 3rd and 4th quarter as 
shown below. 
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11. COMMENTS OF THE BOROUGH SOLICITOR AND MONITORING 

OFFICER 
 
11.1 The Solicitor to the Council comments that the Council is under a duty to ensure that it 

maintains a balanced budget and to take any remedial action as required in year.  
                  

Approved by: Gabriel MacGregor, Head of Corporate Law on behalf of the Borough 
Solicitor and Monitoring Officer. 

 
 
12. HUMAN RESOURCES IMPACT  
 
12.1 The items from the savings packages and action plans included in the report or those 

that need to be developed in response to the report are likely to have a significant HR 
impact. These can vary from posts not being filled as a result of the current recruitment 
pause in place across the organisation or deleted through restructures proposals 
leading to possible redundancies. Where that is the case, the Council’s existing 
policies and procedures must be observed and HR advice must be sought.  In 
addition, there is currently a voluntary severance scheme in place which will lead to 
further redundancies. 

 
Approved by Adrian Prescod, HR Business Partner, for and on behalf of Director of 
HR, Resources department. 

 
 
13 EQUALITIES IMPACT   
 
13.1  The key service areas that currently have over spend in budgets are Looked after  
          children, SEN transport, Adult Care Placements and Temporary Accommodation.   
 All of these are areas that provide services to customers from equality groups that 

share protected characteristics; such as younger people (Looked after Children), 
people with a disability (Children with special educational needs), older people and 
BME groups. There are a number of known equality and inclusion issues in the above 
mentioned service areas such as an over-representation of BME young people in 
looked after children, over-representation of BME groups and other vulnerable groups 
such victims of domestic abuse, homeless young people, pregnant women and young 
children in in temporary accommodation, young children with a disability who have a 
special educational needs and their carers, vulnerable older people with complex 
needs etc. The mitigating actions, on these specific services are unlikely to affect 
these groups more than the population as a whole.  In fact, a number of those will 
affect these groups less.   

 
13.2 In addition, there are policy changes made by Government that will impact on the in–

year budget . The Council will work to ensure key services to Croydon residents are 
protected wherever possible. However, it is likely that some of the areas affected will 
be a reduction in Home Office funding for Unaccompanied Asylum Seeking Children, a 
cut to the Public Health Grant and the Youth Justice Board grant and changes to the 
Welfare and Housing Bill . There is a likelihood that these cuts will have a more 
significant adverse impact on some groups that share a protected characteristic such 
as age, race and disability. Changes to the Welfare and Housing Bill are also likely to 
have an adverse negative impact on the more vulnerable customers. 
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13.3   In order to ensure that our vulnerable customers that share a “protected characteristic” 

are not disproportionately affected by the actions proposed to reduce in year budget 
over spend we will ensure that the delivery of the cost reduction initiatives are 
informed by a robust equality analysis of the likely detrimental impact it could have on 
all services users and in particular those that share a “protected characteristic”. 

  
13.4   If the equality analysis suggests that the cost reductions initiatives are likely to 

disproportionately impact on particular group of customers, appropriate mitigating 
actions will be considered. This will enable the Council to ensure that it delivers the 
following objectives that are set out in our Equality and Inclusion Policy: 
  
• Make Croydon a place of opportunity and fairness by tackling inequality, 

disadvantage and exclusion. 
• Encourage local people to be independent and resilience by providing responsive 

and accessible services offering excellent customer care 
• Foster good community relations and cohesion by getting to know our diverse 

communities and understand their needs. 
 
 

14. ENVIRONMENTAL IMPACT 
        
14.1  There are no direct implications contained in this report. 
 
15. CRIME AND DISORDER REDUCTION IMPACT 
 
15.1  There are no direct implications contained in this report.  
 
16. REASONS FOR RECOMMENDATION /PROPOSED DECISION  
 
16.1 Given the current in year-position Executive Leadership Team have been tasked to 

identify options to achieve a balanced year-end position. 
 
17. OPTIONS CONSIDERED AND REJECTED  
 
17.1 Given the current in year-position Executive Leadership Team have been tasked to 

identify options to achieve a balanced year-end position. The alternative would be to 
over-spend and draw down on balances, which would not be prudent. 

 
 

CONTACT OFFICER:  
 

Richard Simpson  Assistant Chief Executive Corporate Resources and Section 
151 Officer. Tel number 020 8726 6000 ext 61848  

     
BACKGROUND PAPERS - none  
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Appendix 2 Letter to Marcus Jones MP, Local Government Finance Minister 
 
 
    
    
Marcus Jones 
Parliamentary Under Secretary of 
   State (Minister for Local Government) 
Department for Communities  
    & Local Government 
2 Marsham Street 
London  SW1P 4DF  
         4 November 2015 
 
 
 
Dear Minister 
 
LOCAL GOVERNMENT FINANCE SETTLEMENT 
 
Thank you for taking the time to meet representatives of north east London Boroughs most 
affected by the current local government funding settlement, on 15 September.  As promised, 
this letter provides more detail in support of the points made during our meeting, and it is our 
intention that this should form part of the deliberations to finalise funding settlements in the 
forthcoming spending review, and subsequent distribution of funding from DCLG. 
 
The current local government funding settlement is inequitable in its distribution methodology.  
Whilst the retention of business rates provides a good incentive for many Councils to grow 
their economic base, and is welcomed, the underlying need in each borough also needs to 
be recognised.  Put simply, much as we might want and intend to have booming local 
economies, there will still be needs in our local populations that cannot be ignored.  By 
funding those needs equitably, it gives every borough the chance to improve the quality of life 
for its citizens. 
 
The previous funding distribution mechanism included the grant damping mechanism, which 
had the effect of moving funding away from Councils assessed as in need, to give all 
Councils, whether they were as assessed as in need or not, a minimum percentage funding 
increase.  The impact on the funding settlement in 2012/13 is shown on the map in Appendix 
1, and the per capita impact is shown (very markedly) in Appendix 2.  Damping in itself is 
inequitable, but when the grant damping mechanism, which was originally intended to be 
unwound over a number of years, was frozen into the baselines that are now the foundation 
of the current funding settlement, the funding shortfalls became even more significant.  
Circumstances in London are unique across the country.   
 
The rapid population growth in our boroughs is well above the National average.  This growth 
has not been reflected in our funding settlements, and, on current plans, nor will they be until 
the baselines are reviewed and in place by 2020/21.  Interestingly, in the consultation paper 
issued by the DOH in April 2015 on the public health funding formula, the need to reflect up 
to date population figures is very clearly recognised.  Just like public heath, the costs of 
services in our boroughs is driven by population size and deprivation (of which public health 
is a component), and we would like to see a consistent approach to the use of population 
data in the way financial  settlements are calculated for local authorities. 
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Similarly, our boroughs are experiencing worsening deprivation, which is driven by a number 
of factors explained later and which culminates in increasing demand for a range of services.  
As explained at the meeting, all boroughs represented are feeling the impact of this growing 
pressure on our demand led budgets, which is producing significant overspends across a 
range of service areas. The attachment to this letter explains these pressures in more detail. 
 
Our case made to you on 15 September is twofold, and based on the evidence in the 
attached document.  Our first request is that we are provided with an equitable share of 
funding to ensure that, within London, the growing needs in our borough are funded on the 
same basis as other authorities.  That will enable us to deliver the services required to help 
grow our economic and housing base, and, at the same time, give all of our citizens a better 
chance of benefitting from that.  Although the precise mechanism should be left to your 
officials to determine, this transitional funding should be made available to cover the gap 
between now and a longer term solution to this aspect of local government funding.  The 
amount of the transitional relief should at least cover the cost/loss arising from grant damping 
in each borough, plus the ongoing impact of increasing deprivation and high population 
growth (the latter two points are not reflected in the current settlement because of the 
freezing of baselines in 2013/14), as well as significant additional costs not currently funded –
cases with No Recourse to Public Funds and Unaccompanied Asylum Seekers.   
 
Our second request is that our boroughs are actively involved in developing the longer term 
solution for local government, so that the good parts of the existing system are maintained, 
whilst the inequitable parts - resulting from damping and its hard wiring into current baselines 
– are addressed and replaced by a more balanced approach to resource allocation.  Indeed, 
the recent announcement by the Chancellor provides many opportunities to improve the 
equity of funding for local authorities, as well as significant risks if not carefully managed, and 
officers in each of our boroughs would be pleased to be involved in developing the detail 
behind the new proposals.   
 
We look forward to hearing from you and, should you require any further information, please 
do let us know. 
 
Yours sincerely 
 

 
 
Doug Taylor 
Leader of Enfield Council 
 
 
 
 
 

        
 
 
Darren Rodwell 
Leader of Barking and Dagenham 
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Tony Newman 
Leader of Croydon Council 
 
 
 

          
 
Robin Wales 
Mayor of Newham Council 
 
 
 
 

    
 
Jas Athwal 
Leader of Redbridge Council 
 
 

 
 
 
Chris Robbins 
Leader of Waltham Forest Council 
 
 
 
 
Copy to: 
Greg Clark, Secretary of State for Communities and Local Government 
Cabinet Members for Finance: Barking & Dagenham, Croydon, Enfield, Newham, Redbridge, 
Waltham Forest 
Chief Executives: Barking & Dagenham, Croydon, Enfield, Newham, Redbridge, Waltham 
Forest 
Finance Directors: Barking & Dagenham, Croydon, Enfield, Newham, Redbridge, Waltham 
Forest 
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