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Agenda ltem 9

THE ROYAL BOROUGH OF KENSINGTON AND CHELSEA
MEETING OF THE COUNCIL — 1 MARCH 2023

BUDGET-RELATED SUBMISSIONS FROM THE LEADERSHIP TEAM - 15

FEBRUARY 2023
Introduction
The attached reports present the budget proposals for 2023/24.

These were considered by the Leadership Team at its meeting on 15 February
2023 and its recommendations on each report are set out in the following
paragraphs.

Revenue Budget, Capital Programme and Council Tax 2023/24

The Leadership Team adopted the recommendations at paragraphs 2.1 and
2.2 of the report titled Revenue Budget, Capital programme and Council Tax
2023/24..

The Council is asked to approve the recommendations at paragraphs 2.1 (1,
13 and 16) and 2.2 (1 to 10), as amended at the Leadership Team meeting:

Recommendation 2.1

1) Approve the revenue budget estimates for submission to Council as
summarised in Appendix 1;

13)  Agree the Council Tax resolution as set out in Appendix 8.

16) Agree to pay a rebate of £100 for the financial year 2023-24 to council
taxpayers in Bands A-D who are not in receipt of Local Council Tax
Support to help with the current cost of living pressures. This will cost
an estimated £1.7m and will be funded from the COVID-19
Recovery/Cost of Living Reserve.

Recommendation 2.2

1) A Council Tax requirement for 2023/24 of £98.529 million including
Garden Squares special expenses.

2) A basic amount of Council Tax for 2023/24 at Band D of £988.26
excluding Garden Square special expenses as set out in Appendix 10.
The headline figure including Garden Square special expenses is
£1,008.15.

3) Garden Square special expenses of £2.032m as set out in Appendix 9.

4) Council Taxes for all Bands in all areas for 2023/24 as set out in Tables
4A & B of this report and Appendix 10.

5) Total Council Tax including the Greater London Authority precept for all
Bands in all areas for 2023/24 as set out in Appendix 11.
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2.3

3.1

3.2

10)

The Council’s medium term financial position for the next four years as
set out in Appendix 1, noting that there is an estimated budget gap of
around £27m for the period 2023/24 to 2026/27.

The Capital Programme as set out in Appendix 12 and Appendix 13.
The continuation of the use of flexible capital receipts strategy detailed
in paragraphs 25.13 and 25.14.

The HRA Budget 2023/24 and all recommendations as set out in section
2.1, Appendix 16.

The Housing Revenue Account Business Plan as at January 2023, as
set out at Appendix 17.

The Council is asked to note the following updates since the Leadership Team
report:

1)

The final Local Government Settlement for 2023/24 has now been
published. The allocation for the services grant has increased by £85,000
and this is now included within the budget figures. This extra income in
2023/24 has been assumed to be transferred into the Council’'s Special
Projects Reserve.

The London Pensions Fund Authority contribution has now been
confirmed and is a £75,000 reduction on that previously assumed. This is
now included within the budget figures. This saving a result of the
reduction in costs for 2023/24 has been transferred into the Council’s
Special Projects Reserve.

The Environment Agency (EA) levy has now been confirmed and is a
£3,000 reduction on that previously assumed. This is now included in the
budget figures. This has saving as a result of the reduced costs has been
transferred into the Council’s Special Projects Reserve.

FOR DECISION

Annual Treasury Management Strategy Statement 2023/24

The Leadership Team adopted the recommendations at paragraph 2.1 of the
Annual Treasury Management Strategy Statement 2023/24.

The Council is asked, having regard to the revised CIPFA Treasury
Management in the Public Services Code of Practice, to approve the
recommendations at paragraph 2.1:

1)

2)

Readopt the four clauses as part of the Council’s Financial Procedure
Rules as outlined in paragraph 1.1 of Appendix 1;

Approve the Treasury Management Policy Statement as set out in
Appendix 1;

Page 22



3) Approve the annual Treasury Management Strategy Statement,
incorporating the Annual Investment Strategy for 2023/24, specifically:
a) the proposed Prudential Indicators which set maximum limits on
treasury management activity as set out in Appendix 2 of the report;

b) the revised Minimum Revenue Provision (MRP) Policy 2023/24 as set
out in Appendix 3 (assets acquired to rehouse families affected by the
Grenfell fire that are transferred to HRA will be subject to a nil MRP
provision, while those retained within the General Fund will be subject to
MRP provision up to the time of any transfer to the HRA);

c) the proposed use of investment instruments as set out in Section 6;
d) the use of specified and non-specified investments as set out in
Appendix 4;

e) the governance arrangements as set out in Appendix 6.

FOR DECISION

MIKE CURTIS
EXECUTIVE DIRECTOR OF RESOURCES
Contact officers:

Lisa Taylor, Director of Financial Management, Royal Borough of Kensington and
Chelsea lisa.taylor@rbkc.gov.uk
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Agenda Item 9i

Executive Decision Report

Decision maker(s) at | Leadership Team: 15 February 2023

each authority and L
date of Cabinet Council: 1 March 2023

meeting, Cabinet Date of decision (i.e., not before):
Member meeting or | 1 March 2023

(in the case of
individual Cabinet
Member decisions)

THE ROYAL BOROUGH OF

. KENSINGTON
the earliest date the AND CHELSEA
decision will be
taken
Forward Plan 06338/23/K/A
reference

Report title (decision | REVENUE BUDGET, CAPITAL PROGRAMME AND COUNCIL

subject) TAX 2023/24

Reporting officer Executive Director of Resources
Key decision YES

Access to Public

information

classification

1.1

1.2

1.3

SUMMARY

This report is a key part of the strategic financial planning process for the Council. It
builds on the reports considered by Leadership Team on 9 November 2022 and 7
December 2022. It sets out the latest position on the revenue budget for 2023/24 before
Full Council set the Council Tax and Budget for 2023/24 at the meeting on 1 March
2023.

This report concerns the General Fund budget and Capital Programme. The Housing
Revenue Account (HRA) is ring-fenced from the general fund. The proposed 2023/24
budget for the HRA and the revised 30-year Business Plan are included as appendices
to this report.

In June 2021, the Council published its Medium Term Financial Strategy which set
out an update on the three year financial position and the framework for spending plans
in line with the refreshed Council Plan that was also published. In July 2022 a report
updating the financial position 2023/24 to 2026/27 was considered by Leadership Team.
At that time, it was identified that based on current assumptions, expected spending
plans over the next three years exceeded income levels by around £47.5m, of which
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1.4

1.5

£14.9m related to 2023/24. All Local Authorities have a statutory requirement to set a
robust and balanced budget and since this date, work has been underway to close the
budget gap for 2023/24. This report is for Leadership Team to make recommendations
to Council on 1 March 2023.

The robust and balanced budget position for the General Fund in 2023/24 is based
upon:

Providing additional budget provision of £6.7m in core services to manage known
spending and income pressures, the implementation of budget savings of £13.6m,
of which £11.9m is within core services and £1.75m on corporate budgets.

Spending plans of £649.2m on the day to day running of services for the 143,940
people who live in the borough (as per the mid-year 2021 census estimate), 15,770
businesses and the 56,000 visitors (before the pandemic) each day.

The outcome of the review of the current capital programme which resulted in
£3.3m of capital investment removed from the programme, £13.8m re-phased
between years and £7.9m moved to the capital pipeline. In addition, new
investment of £3.6m has been included in the programme and a further £5.3m has
been transferred from the Capital Pipeline to the Capital Programme. This means
a capital programme from 2022/23 to 2025/26 of £298.4m for the General Fund,
inclusive of proposed new bids totalling £18.3m, that is affordable and deliverable
and will invest in line with the priorities set out in the Council Plan and Capital
Strategy. The capital programme for the Housing Revenue Account is £280.1m
over the same period and details are set out in the separate appendix with this
pack.

Basic Council Tax being frozen for 2023/24 (with the exception of 0.18% on the
headline figure including garden squares) and a 2.00% increase in respect of the
adult social care precept — therefore a total increase in Council Tax of 2.18%
including Garden Squares and 2% excluding Garden Squares. This increase is
below the referendum thresholds outlined by the Government for 2023/24 in the
Local Government Finance Settlement.

An increase in the council tax requirement of £2.552m.

Maintaining a general fund working balance of £10m, in line with the Council’s
agreed policy and maintaining a prudent but appropriate level of earmarked
reserves.

Setting aside a central contingency budget at £3.7m to maintain a resource to deal
with in-year budget risks and unforeseen pressures as well separate provisions of
£6.3m to manage potential inflationary and other pressures within social care,
£5.8m to manage the high levels of inflation hitting other services and pressures
related to the economic uncertainty more generally, and £4.3m for the 2023/24 pay
award.

Elsewhere on this agenda is the new Council Plan which details the Council’s
commitment to ensuring the borough is fairer, safer, and greener. In 2023/24, the
Council will spend £649.2m on the day to day running of core services in order to
realise this ambition. This includes £108.7m spent on Housing Benefit which the
Council administers on behalf of Government and £76.5m Dedicated Schools Grant.
Full details of these spending plans are set out from Section 5 onwards.
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1.6  From 2022/23 and over the following three years, the Council will invest general fund
capital expenditure of £298.4m in the borough’s housing needs, schools and early
years provision; highways, transport, environment and open space; and Council
buildings and digital infrastructure. In addition, £280.1m will be invested into the
Council’s housing stock through the Housing Revenue Account. Full details of the
Capital Programme are set out in Section 25 and for the HRA within the revised 30-
year Business Plan which is an appendix.

2. RECOMMENDATIONS
2.1 The Leadership team is recommended to:

(1)  Approve the revenue budget estimates for submission to Council as summarised in
Appendix 1 of this report;

(2)  Note the findings of the budget consultation with residents, local businesses, the
voluntary sector, and Overview and Scrutiny Committee as set out in Appendix 6 and
Appendix 7;

(3) Note the risks and uncertainties relating to the 2023/24 budget as set out in Section
26;

(4)  Approve the increase in fees and charges as set out in Section 20 and Appendix 18,
with the full schedule available on the council website;

(5)  Approve the revised Capital Programme for the period 2022/23 to 2025/26. Full details
are set out in Appendix 12 and Appendix 13;

(6) Delegate the decision for the funding of the Capital Programme to the Section 151
Officer so to fund the programme in the most cost-effective way for 2023/24 and all
future years. The indicative assumed funding is set out in Table 9.

(7) Note the allocation of the Dedicated Schools Grant to the schools, High Needs and
Early Years Budget as set out in Section 30;

(8)  Agree the planned use of reserves as set out in Section 27.

(9) Note the advice of the Executive Director of Resources, who is the Council’s Section
151 Officer on the level of reserves and robustness of estimates in setting the budget
as required by Section 25 of the Local Government Act 2003 (Section 35 of the
report).

(10) Agree that the Executive Director of Resources continue to be given delegated
authority to make transfers to and from earmarked reserves up to £100,000.

(11) Agree that the Executive Director of Resources continue to be given delegated
authority, in consultation with the Lead Member for Finance and Customer Delivery, to
make transfers to and from earmarked reserves from £101,000 up to £250,000 in each
instance.

(12) Retain the current discount for second homes (zero) and a 300% council tax premium
for properties empty for ten years or longer from 1 April 2023.

(13) Agree the Council Tax resolution as set out in Appendix 8.

(14) Agree that delegated authority be given to the Executive Director of Resources to make
any necessary amendments to the budget, in consultation with the Leader and the
Lead Member for Finance and Customer Delivery. This will take account of final levies
and precepts including Garden Square special expenses, and to make any necessary
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amendments to the statutory determinations and council tax bands to take account of
those changes and for these amendments to be submitted and therefore
recommended to Council at its meeting on 1 March 2023.

Agree to accept government grant of £360,401 which is to be used to support the most
economically vulnerable council tax liable households as per paragraph 15.7 and
Appendix 15. This will be used to award the basic £25 grant to partial LCTS
households with a top up from the discretionary scheme of up to £95, so that the
maximum reduction from the 2023-24 council tax bill is £120.

Agree to pay a rebate of £100 for the financial year 2023-24 to council taxpayers in
Bands A-D who are not in receipt of Local Council Tax Support to help with the current
cost of living pressures. This will cost an estimated £1.7m and will be funded from the
COVID-19 Recovery/Cost of Living Reserve.

The Leadership team is asked to recommend to Council:

A Council Tax requirement for 2023/24 of £98.530 million including Garden Squares
special expenses.

A basic amount of Council Tax for 2023/24 at Band D of £988.26 excluding Garden
Square special expenses as set out in Appendix 10. The headline figure including
Garden Square special expenses is £1,008.15.

Garden Square special expenses of £2.032m as set out in Appendix 9.

Council Taxes for all Bands in all areas for 2023/24 as set out in Tables 4A & B of this
report and Appendix 10.

Total Council Tax including the Greater London Authority precept for all Bands in all
areas for 2023/24 as set out in Appendix 11.

The Council’'s medium term financial position for the next four years as set out in
Appendix 1, noting that there is an estimated budget gap of around £27m for the
period 2023/24 to 2026/27.

The Capital Programme as set out in Appendix 12 and Appendix 13.

The continuation of the use of flexible capital receipts strategy detailed in paragraphs
25.13 and 25.14.

REASONS FOR DECISION

The Council is legally required to set a robust and balanced budget and Council Tax
levels for each financial year.

BACKGROUND

The draft revenue budget and three-year capital programme set out in this report have
been developed within the framework of the financial strategy agreed by Council in
June 2021 and the aims and ambitions of the new Council Plan 2023-27 which is also
on this agenda. They reflect the ongoing recovery from COVID-19, the Council’s
COVID-19 recovery framework, the Council’s response to the subsequent cost of living
crisis, and the Council’'s desire to minimise the call on the Council Tax payer by
maintaining the position of a council tax level within the lowest quartile in London.
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4.2

4.3

4.4

5.2

The Council, like all other local authorities, continues to operate within a wider financial
climate of risks and uncertainty. The additional funding through the Government’s
2023/24 Local Government Finance Settlement is welcomed and will be used to fund
pressures on social care, manage the ongoing impact of the cost-of-living crisis and
the increased costs from the current exceptionally high levels of inflation. Most of these
additional grants are only confirmed for two years with the risk of a cliff-edge drop in
funding from 2025/26.

The recommendations made in this report:

¢ Are in line with the Council’s approach to setting the budget for 2023/24 as set out
in the Medium Term Financial Position published in June 2021 and in the update
to the Council’s financial position published in July 2022.

e Formalise and confirm the proposals set out in the Council’s budget proposals for
2023/24 as reported to Leadership Team on 9 November 2022 and 7 December
2022 and which were subject to consultation between 15 November 2022 to 10
January 2023;

e Are consistent with the Council’s policy on reserves (Section 27 and Appendix 2);

e Takes into account consultation with residents, local businesses, the voluntary
sector, and Overview and Scrutiny Committee on the proposed 2023/24 Council
and service budgets (set out in Appendices 6 and 7);

e Takes into account 2023/24 spending and income pressures that have been
estimated as part of the budget process; and

e Takes into account final figures on the Council Tax base, the Collection Fund and
London Wide levies from outside bodies.

At the time of writing the final Local Government Finance Settlement 2023/24 has not
yet been published and therefore this draft budget is based on the draft settlement
published in December 2022. It was expected to be published on 6 February 2023 and
any changes required following publication will be built into the final budget presented
to Council on 1 March 2023.

DRAFT REVENUE BUDGET 2023/24 — EXPENDITURE

In November 2022, Leadership Team agreed a series of savings proposals to be
launched for consultation. The feedback has been considered in preparing the draft
budget for next year and is summarised in Appendices 6 and 7, including the
responses of the Lead Members. As a result of this feedback, there are no planned
changes to the budget reductions that were proposed.

Budget reductions of £13.3m were launched for consultation in November of which
£3.309m were corporate savings. Since then these have been reviewed for
deliverability. Following this review £11.9m of savings to be delivered by services (of
which £1.3m were approved in the 2022/23 budgets setting process), £1.750m through
corporate savings with the balance being met from higher interest rates increasing the
Council’s investment income. Of the savings relating to corporate budgets £1m relates
to savings on the Council’s employer pension contributions following the most recent
actuarial review of the pension fund and an there is an assumption relating to savings
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5.3

5.4

5.5

5.6

5.7

5.8

5.9

following the completion of a review of how costs are shared with Westminster for any
bi-borough services. A full list of the budget reductions is set out in Appendix 5.

Setting a reliable and robust budget means estimating spending pressures and
budgeting for them accordingly. In 2023/24, these pressures amount to £6.7m as set
out in Appendix 4. Each year, there will be other adjustments that need to be made
and usually include transfers of budgets between services but can also include
accounting adjustments, these are completed where possible when the budget is set
and if there are further adjustments during the financial year these will be reported to
Leadership as part of the quarterly financial monitoring reports. Full details by service
are set out in Appendix 3.

The current level of CPI inflation is 10.5% (December 2022) which is significantly
higher than the Government’s target rate of 2%". This high inflation is expected to
impact on many of the Council’s contracts, in particular those relating to social care
and the environmental sector. As part of budget setting the Council has undertaken a
detailed review of all contracts and has calculated around £11.5m of contract inflation
is likely to be required in 2023/24, of this £5.7m relates to pressures within Adult Social
Care and Children’s Services. This is separately identified in Appendix 2 as Social
Care Pressures. In addition this budget includes provision for demand pressures within
Adult Social Care of up to £650,000 which the service can draw down as required. This
works out at provision of approximately an 8% on average increase in contract costs.
This provision will be held centrally for services to draw down if/when these higher
costs materialise.

Some materials and labour sources continue to be in short supply and this is impacting
on the deliverability of the capital programme along with high inflation which has had
a significant impact on tender prices for contracts with some coming in significantly
higher than base line inflation figures. High inflation has also pushed interest rates up
in the last 12 months which in turn increases the cost of any borrowing.

When the budget for 2022/23 was agreed in March 2022 negotiations on the 2021/22
pay award had not yet been finalised and the 2022/23 pay award was unknown. The
2022/23 budget therefore included provision for a 1.75% pay award relating to 2021/22
(which was held centrally) and 2% relating to 2022/23 (which was included in service
budgets).

The actual pay award for 2021/22 was 1.75% and this was drawn down by services
during the year and is now included in the service budget tables in Appendix 3.
However, the 2022/23 pay award of £2,355 per employee was significantly higher than
the assumed 2% and the impact in 2022/23 has been funded by reserves as reported
in the Quarter 2 Financial Monitoring report presented to December Leadership Team.
The on-going impact of the 2022/23 pay award has been built into service budgets as
part of 2023/24 budget setting process.

The 2023/24 pay award is not yet known. A provision of 4% has been built into the
budget and will be held centrally until agreement is reached.

Taking account of the spending pressures, budget reductions and other adjustments
described above, in 2023/24, the Council will spend £649.2m on the day to day running
of local services to deliver the priorities that are set out in the Council Plan. This

' https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/consumerpriceinflation/december2022
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includes Housing Benefit of £108.7m which the Council administers on behalf of
Government and the Dedicated Schools Grant of £76.5m which the Council passports
directly to schools. Details are summarised in Table 1 and set out in full by service in
Appendix 3.

Table 1 2023/24 Gross Expenditure Budgets (by Directorate)

Expenditure Source Gross %

Expenditure

£000

Adult Social Care 71,463 11.0%
Public Health 23,271 3.6%
Children and Family Services 70,254 | 10.8%
Schools — Dedicated Schools Grant 76,464 11.8%
Environment and Communities 99,234 15.3%
Housing and Social Investment 80,331 12.4%
Resources and Customer Delivery 67,586 10.4%
Chief Executive Services 7,555 1.2%
Housing Benefit 108,700 [ 16.7%
Grenfell Recovery 8,169 1.3%
Grenfell Corporate 1,596 0.2%
Corporate Contingency 3,718 0.6%
Social Care Pressure 6,322 1.0%
Inflation and other economic pressures 11,389 1.8%
Additional Pension Savings held (7,250) | (1.1)%
corporately
Other (885)| (0.1)%
London Wide Levies 9,825 1.5%
Transfer to Reserves (£E1m to Council 4,170 0.6%
Implementation Reserve and £3m
surplus to Budget Stabilisation Reserve,
£162,000 to Special Projects Reserve)
Transferred to Civil Claim Settlement 7,250 1.1%
Reserve
Total 649,161 100%

5.10 Spending next year also includes £116m of General Fund capital investment as part
of a four-year capital programme that will invest £578.5m (including HRA) in the
borough’s homes, highways, environment, open spaces, schools and early years
provision, buildings and digital infrastructure. Further details are set out in the individual
service sections that follow and summarised in Section 25. Further information on
capital investment in the borough’s social homes is set out in the HRA Business Plan
published separately as part of this Budget Pack.

5.11 The remainder of this section focuses on the Council’s spending plans for 2023/24
across services. A detailed breakdown is set out in Appendix 3.
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6.2

6.3

6.4

6.5

6.6

ADULT SOCIAL CARE

One of the Council’s key priorities as detailed in the Council Plan elsewhere on this
agenda is building a safer Kensington and Chelsea. A key part of this priority is working
to support and safeguard Adult Social Care service users in the borough ensuring they
receive the care they need.

Over the last few years Adult Social Care went above and beyond the usual levels of
care and protection afforded to service users. The service has responded to a constantly
changing environment in an agile and efficient manner, whilst maintaining services and
support for all our most vulnerable residents. The social care sector was itself already
going through a period of increased nationwide change, brought about by more complex
cases and longer life expectancy. COVID-19 served to further emphasise areas most in
need of investment and improvement but has also provided opportunities in the form of
more effective working among health services, care providers, and the council and an
improved understanding of our resident’s health and needs. In addition, the cost-of-living
crisis also impacted on the market stability and our residents economic wellbeing.

Adult Social Care has statutory duties under the Care Act 2014 and provides a number
of statutory and discretionary services which overall are delivering good outcomes and
best value for money. Benchmarking has shown that for all age groups with a disability
the Council is a low spender which provides good outcomes, whilst for older people
although spend is higher outcomes are also high too. The service delivers high
performance at a low cost compared to neighbouring authorities. The pandemic in 2020
has seen a change to the way in which the services operate and an impact on numbers
being supported. Adult Social Care has and continues to play an important role in
supporting providers and working with health colleagues to ensure timely discharge from
hospital.

In 2023/24, the Council will spend £71.4m on providing these services to approximately
1,544 people in Kensington and Chelsea. These numbers reduced over the last two
years but more recently there has been a steady increase and numbers are starting to
return to pre COVID-19 levels of around 1,600.

As at 31/12/22 there were 40 people receiving short-term preventative support and
1,504 long term clients. This includes support to approximately 295 people in nursing
and residential care for those with high dependency, 129 in supported living for those
who, with some support, can live independently and over 930 to live at home and receive
home care or a direct payment.

Funding for these services is received in the form of Government grants, funding from
health, some collection of fees and charges, and can include an element of council tax
increase known as the Adult Social Care precept which is ringfenced for pressures in
the service. After accounting for expected funding in 2023/24, net spend is planned as
£38.3m. A full breakdown is set out in Appendix 3.
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6.7

6.8

6.9

Giving people control over their care is a requirement of the Care Act. Currently 337
people are receiving a direct payment or have direct control over arranging their own
care. The Council would like to support the community care market and expand the offer
to encourage increased take up of direct payments whilst continuing to support the
arrangement of care for those who need it.

An additional £650,000 has been built into 2023/24’s budget to meet additional demand
and cost pressures as detailed in Appendix 3. This would be held centrally and moved
into the service budget if these pressures do materialise during the year. This includes
children transitioning into adult services and supporting more clients across all services
with increased complexity of needs. In addition, £7m is being held centrally for unknown
and inflationary pressures relating to social care (adults and children’s) in year, part
funded by the additional social care grant that was published as part of the draft Local
Government Finance Settlement.

Budget reductions across the service are planned in 2023/24 amounting to £2.258m.
There remains a focus on prevention and supporting people to live independently in the
borough which delivers better outcomes but is also expected to deliver £400,000 budget
reductions next year through reduced dependency on residential and out of borough
placements and an increase in the take up of direct payments. A further £1m income is
expected through various income generation initiatives to maximise income. Service
redesigned is expected to make a further £200,000 of savings, together with £587,000
of procurement savings.

6.10 Over the next three years, capital investment is focused on the development of Maxilla

- new community day care facility, for which there is a total provision of £9.3m within the
Capital Programme. This provision includes an additional budget sum of £3.6m and
transfer of £5.3m from the Capital Pipeline in respect to approval per Leadership Team
decision 05682/20/H/AB on 8th December 2022. There will be a need for some
investment into digital technology to support individuals having choice and control but
also in implementing the social care reforms. The longer-term strategy for the service
may require some investment in developing flexible accommodation options and this is
being considered alongside the Council’s Housing Strategy. This is expected to include
investment into a range of options from supported living provisions through to general
needs housing to ensure that the Council expand and offer choice of provision within
the borough.
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6.11 The current Better Care Fund (BCF), including Winter Pressures funding is £8.9m.

There is expected to be an increase in line with the NHS Long Term Plan settlement,
however allocations have not yet been announced. The Improved Better Care Fund
(iBCF) is unchanged at £7.7m in 2023/24.

In the Autumn Statement, the Government announced delaying the rollout of adult social
care charging reform from October 2023 to October 2025, as a result the repurposed
money from delaying the charging reform will be distributed to local authorities through
the Social Care Grant for adult and children’s social care over the next 2 financial years
(£1.2bn in 2023/24 and £1.9bn in 2024/25 nationally). This has resulted in an additional
£4.3m in 2023/24 and an estimated £6.5m in 2024/25 for RBKC.

6.12 Funding from health for integrated services and integrated budgets forms a significant

7.2

7.3

7.4

7.5

7.6

7.7

proportion (23%) of the total spend on social care and integrated services. The Council
maintains a strong commitment to health and social care integration, particularly where
this has a direct, evidence-based, and positive impact on outcomes for the borough’s
residents to address inequalities.

PUBLIC HEALTH

The local authority is responsible for improving the health of our residents and reducing
health inequalities. Health is more than a product of health and social care services, it
is shaped by the circumstances in which we are born, live, learn, work and age.

To improve the health and wellbeing of our residents we must embed a whole council
approach, to address the wider determinant of health. Everyone has a role to play to
move us closer to a whole council approach. All interactions the council has with our
residents, every policy and strategy, provide an opportunity to promote health and
wellbeing.

Public health problems are complex and to be effective, the solutions will need to be
integrated, co-designed and considered on a place, community and individual level.

Based on a shared understanding of local need, and agreed set of priorities, Public
Health works in partnership to promote and protect health, to get the right services and
activities for our residents, with a specific focus on prevention and early intervention.

Public Health initiatives are funded through a separate ring-fenced grant. Although the
grant allocations have not yet been announced, we are expecting it to be around £23m
for 2023/24 (compared to £22.2m in 2022/23), subject to final confirmation from the
government.

This grant is used to fund a range of statutory services, such as NHS Health Checks,
sexual health services and health visitors and also a range of non-statutory services,
such as behaviour change and childhood obesity, air quality and youth violence - all are
aimed at reducing the health inequalities gap in the Borough.

During 2022/23, our commissioning portfolio delivered:

e 305 new birth visits from our Health Visiting Services and 163 development
checks. (July to Sept 2022)

e 5,264 NHS health checks designed to spot early signs of stroke, kidney disease,
heart disease, type 2 diabetes, or dementia (Oct to Dec 2022)

e 273 smoking quitters. (July to Sept 2022)
e Drug and alcohol support to over 1,000 residents. (July to Sept 2022)
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e Over 4,000 sexual health screens (both online and in person at GUM clinics).
(July to Sept 2022)

¢ Over 90 community champions, providing 1,250 volunteer hours, to deliver health
and wellbeing support to over 3,300 residents. (July to Sept 2022)

7.8 To support our joint work programmes, and our whole council approach, public health
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has set aside a proportion of the grant for internal investment opportunities.
Programmes funded include Early Help and Children Centres, Gangs Workers, Health
and Wellbeing initiatives in libraries, active travel and contribution to the Green Fund.

In addition to the grant, the Council also holds a balance in its public health reserve. A
three year investment programme has been developed which builds on the learning
from Covid-19 and outlines new commissioning and community based initiatives to
provide support to the communities most impacted. Aligned with our whole system
approach, and working with our communities, the plan focuses on addressing the
unmet need identified in local needs analysis and delivering the ambitions set out in
the refreshed Our Council Plan. The investment programme will see the balance
reduce from £6.2m at the start of 2022/23 to around £4m by 2026/27, which is
considered a prudent level to manage any future unforeseen public health needs.

CHILDREN AND FAMILY SERVICES (INCLUDING EDUCATION)

One of the Council's key priorities as detailed in the Council Plan elsewhere on this
agenda is building a safer Kensington and Chelsea. A key part of this priority is working
to ensure children and young people in our borough feel safe and supported as well as
providing young people with the support they need at the right time.

In 2023/24, Children and Family Services will spend £146.7m. Once adjusted for
income, this equates to £47.2m. This includes £76.5m of ringfenced Dedicated Schools
Grant. Full details of the proposed budget are set out in Appendix 3.

The vision of Children and Family Services is to deliver excellent services that enable
all children and young people to reach their full potential, including those who are most
vulnerable. This is underpinned by the Children Act 2004, which sets out local
authorities’ responsibilities for ensuring and overseeing the effective delivery of services
for children.

The service overall is high performing both in terms of recent inspections and national
and local performance measures. It has a rating of ‘Outstanding’ overall, and more
recently received praise for its Youth Offending Services and Special Educational Needs
and Disabilities Services.

The Bi-Borough Children and Young People’s Plan sets out the priorities for driving
improved outcomes for children and young people, with success measured annually.
Recent achievements include:

Keeping our most vulnerable children and young people safe is a key priority.
Nationally, we have seen a continuing rise in the rate of children in care from 74 per
10,000 in 2020 to 77 per 10,000 children in 2022. Locally, the number of Looked after
Children as a proportion of the population remains low at around 44 per 10,000
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population, which is below our statistical neighbours for the same period. This reflects
the investment the council continues to make in early help and family support services
that prevent the need for a child to come into care.

Children’s Centres in the borough were highly commended in the Children and Young
People Now Awards for their work providing support to families. This includes working
with Maternity Champions and the Dalgarno Trust to support families in need and to
ensure pregnant mothers had the support and practical assistance required.

At the end of November 2022, the Council was supporting 413 Children in Need,
including those with Child Protection Plans. There were 89 Looked After Children,
including 34 Unaccompanied Asylum Seeking Children (UASC) and 183 Care Leavers
(including 81 former UASC). The Council have co-developed a refreshed Special
Educational Needs and Disabilities (SEND) strategy, scaled up participation and
engagement.

Concerns about the level of exclusions across schools has resulted in a new Inclusion
Strategy aiming to keep more children in mainstream education. At the same time, the
Council has commissioned a new alternative provision provider to support children
excluded from school.

A new serious youth violence strategy has been developed with the community. In
partnership with Public Health a new Bi-Borough Drugs Strategy is being developed to
reduce harm caused by substance abuse and exploitation of young people.

Special Educational Needs (SEN) Transport costs have stabilised although these are
market driven and can fluctuate, in particular trip prices for children with more complex
care needs. At the end of December 2022, 192 children were receiving transport
services — including personal transport budgets, which are rising in number and
present the most cost-effective option for families for whom provision of this nature is
suitable.

The Council is continuing to support Afghan families arriving as part of the Afghan
Relocations and Assistance Policy (ARAP) and Afghan Citizen’s Resettlement
Scheme (ACRS). Children’s Services play a lead role in supporting children and
families as part of this response. The funding from the Home Office for this support is
welcomed but in addition, the Council is supporting a further 622 refugees in 8
contingency hotels in the borough. This is placing financial pressure on the Council,
local health services and voluntary sector groups for both the immediate support
provided in hotels but also longer-term re-settlement. The Council will continue to lobby
Government to ensure that these new responsibilities are appropriately funded and do
not add undue burden on already limited council resources.

The Department for Education (DfE) Homes for Ukraine education and childcare
funding is being used to fund support to schools offering places to Ukrainian children
and young people from the Homes for Ukraine Scheme, provision of early years
childcare and education for eligible 2-year-olds and 3—4-year-olds, and other linked
support costs. 46 children are currently being supported in primary and secondary
schools.
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The Council’s schools are high performing and educational achievement is amongst
the highest in London. Currently, over 13,000 children are being educated across 33
primary and secondary schools. Raising standards and providing students with Special
Educational Needs and Disabilities and complex care needs with a suitable local
service that supports family resilience and outcomes are all priorities. Maintaining the
good condition of schools is also important and this commitment is demonstrated by
the proposed capital investment of £37m between 2022/23 and 2025/26.

Savings of £1.546m are planned across Children’s Services, of which £1.2m are
proposed as part of the 2023/24 budget setting process. These savings include
redesigning placement provision to deliver £200,000 and a further £60,000 through an
Independent Review Officer review, optimising the system for claiming Housing Benefit
to deliver £200,000, creating an in-house Semi-Independent Living offer £190,000.
Staffing across the department will also deliver savings of £180,000 and commercial
efficiencies will deliver £92,000. There is also an additional £150,000 additional
funding through securing funding from health partners for individual packages of care
for children and young people with the most complex needs.

COVID-19 has disrupted services and will have a continued impact in 2023/24 and
beyond. Evidence demonstrates that disadvantaged children and young people and
their families are disproportionately affected by disruptions to education, safeguarding,
and emotional wellbeing issues, and the full extent of the social and economic impact
is not yet known. The Grenfell Education Fund will continue at £500,000 for 2023/24
to provide extra support to pupils impacted by the Grenfell fire.

As reported in the Q3 monitoring report elsewhere on this agenda Libraries and
Archives moved from Environment and Communities to Children and Family Services
during 2022/23. The movement of these budgets is included in the service budget
tables in Appendix 3.
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ENVIRONMENT AND COMMUNITIES (LEAD MEMBERS FOR COMMUNITIES,
CULTURE, LEISURE AND COMMUNITY SAFETY, PLANNING PLACE AND
ENVIRONMENT AND ECONOMY, EMPLOYMENT AND INNOVATION)

Two of the Council’s key priorities as detailed in the Council Plan elsewhere on this
agenda is building a safer and greener Kensington and Chelsea. The Council’s
Environment and Communities department will play a key role in these 2 objectives
with responsibility for managing parks and open spaces in the borough, leading the
Council’s transition to net zero, and working with police and communities to improve
safety in the borough.

The Environment and Communities portfolio covers a range of universal statutory and
discretionary services for all 143,940 residents who live in the borough, the daytime
visitor population (before the pandemic) of around 56,000 each day, the approximately
1 million people who come to the Notting Hill Carnival each year and the 15,770
businesses in the borough. The pandemic had a significant impact on these numbers,
but we have seen strong recovery across most sectors. The Council continues to
support the local economy through placemaking initiatives and is working closely with
three new Business Improvement Districts to continue to revitalise our local high
streets.

Three of the fifteen museums in the borough are among the most visited in the country,
and Leighton House and Sambourne House, the two museums operated by the
Council, re-opened in October 2022 following extensive restoration and refurbishment
works. After positive footfall numbers on re-opening, the service is anticipating that
they will generate an additional £35,000 income in 2023/24. The Filming service is also
anticipating that it will generate additional income of £100,000 as part of a project to
make RBKC one of the most desirable filming locations in London.
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The borough has two leisure centres offering high quality leisure and physical activity
services, usually to over 750,000 visitors each year. The long period of closure over
the last two years has impacted the attractions but many adapted to offer digital and
online facilities and the borough’s parks and open spaces were a well-used, valued
and essential facility for residents during the pandemic. During 2023/24, it is hoped
that visitor numbers returning to the borough will continue to increase and these
facilities will become busy culture and leisure hubs once again. The unprecedented
costs of energy are a risk to the recovery of the leisure centre management fee in
2023/24 but officers are working with the provider to find mitigations including ways to
decrease other expenditure and introducing new income generating services. A saving
of £139,000 has been offered as the costs of National Non-Domestic Rates on the
leisure centres are now met by the provider rather than the Council.

In 2023/24, the Council proposes to spend £99.5m on these services. Income is a key
part of the budget and £75.6m is expected to be generated in 2023/24 to contribute
towards the cost. Full details of the proposed budget are set out in Appendix
3. Income levels have been significantly reduced over the last three years due to the
pandemic and although income levels have steadily improved since 2021, they remain
below pre COVID-19 levels in some areas, most notably in Commercial Waste.
Recovery is expected to continue in 2023/24 but the income target for Commercial
Waste has been reduced by £768,000 as the service expect full recovery to take 3-5
years. The challenging financial climate businesses and residents are currently facing
may further impact income generation for discretionary services and remains a key
financial risk that will be closely monitored.
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The largest source of single income is from parking. The 2023/24 budget assumes
levels do continue to recover and £52.8m is expected from fees and charges, fines
and penalty charge notices related to parking services. This does remain a risk and
will be monitored closely each month. Use of parking income is subject to restrictions
and in line with legislation, income must be used for eligible expenditure and includes
the costs of providing the parking service in the firstinstance. Any remaining
surplus income can be used to maintain the 190km of roads and highways and the
380km of footways across the borough and deliver environmental improvements. The
parking service will also deliver cost reductions of £128,000 in the year and £1.9m of
additional income resulting from a range of planned transport policy changes. Since
June 2022, Parking Services have supported key hospitals in the borough and the
metropolitan police with on-street parking during rail, bus and tube strikes to assist
them in maintaining their services during difficult periods. Email resident permit
reminder notices to our permit holders have also been introduced as a follow up to the
physical letters the council continues to send. This has helped ensure more residents
renew their permit in time. Further digitisation of resident permits is being explored to
allow residents to access services quickly and easily.

Chelsea OIld Town Hall is the home of the borough’s Registrars who each year
registers on average up to 7,000 births, 1,500 deaths, 2,000 marriages and naturalise
up to 3,000 British citizens, amongst other key civil registration services. The venue is
still one of the most desirable in London and although weddings were affected due to
the pandemic there has been a significant increase again in 2022 with demand
outstripping pre COVID 19 levels due to delayed ceremonies being performed during
the year. The service expects to generate an additional £60,000 income in 2023/24 as
a result of this continuing strong performance. The future of the service will be further
supported by capital investment in the physical and digital infrastructure that ensures
a high quality customer experience.

The Council’s regulatory services are carrying out over 1,500 inspections of food
premises each year and processing over 1,800 licensing applications. A staffing
restructure is expected to deliver savings of £361,000 across the Transport and
Regulatory Services department and efficiencies in the delivery of the Highways
Maintenance programme is expected to save £300,000 in 2023/24.
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The planning service processes on average 5,500 planning and listed building
applications and 1,400 enforcement cases each year. These services do generate an
income to cover some costs but over the last few years, the number of applications
has steadily fallen resulting in a shortfall against the income budget. In 2021/22, an
additional £600,000 was included in the budget followed by a further £400,000 in
2022/23. There does remain a further structural shortfall of £600,000 but the service
anticipate that income from a small number of one-off large development may mitigate
this for the next two years. At this stage, it remains unclear if general application
numbers will increase allowing the service to meet the current income target in the
future — and what the impact of the economic recession on income levels may be. The
building control service manages over 650 building control applications each year and
operates a 365 day/24 hour dangerous structure service, responding to over 50
incidents each year. The building control trading account is forecast to recover all costs
this year. Strong performance in Land Charges has meant the service expects to
generate an additional £100,000 from 2023/24. A structural deficit in the overall
planning and place staffing budget of £206,000 will be addressed to allow the service
to continue to deliver high quality services to residents.

In 2023/24, proposed spend on collecting household waste twice weekly from over
97,000 households and keeping the streets and highways clean is £15.6m. In addition,
one-off funding of £177,000 is proposed to set up new chargeable services for
additional street cleansing and graffiti removal to support the Council’s aspiration to
have exceptionally clean streets. Further growth of £65,000 has been included in the
proposed budget to cover the increased cost of providing recycling bags to households
following a competitive tender exercise to re-let this contract. In addition there remains
cost pressures for waste disposal due to gate fee increases and an additional £353,000
is included in the budget.

The Council declared a Climate Emergency in 2019 and set ambitious targets to be
carbon net neutral for its own operations by 2030 and across the borough from 2040.
The Climate Emergency Action Plan was agreed by Leadership Team in early 2022
and included over 150 actions to be Carbon Net Zero by 2030. The costs of meeting
the 2030 target across the Council was estimated at £144m, of which £14m Capital
funding was agreed to retrofit the boroughs 32 schools and 5 operational buildings in
2022/23. The Capital Programme pipeline also includes a Green Fund which equates
to £1m per year for the next 8 years to fund sustainability and net zero projects. A
separate Funding and Investment Strategy will be developed in early 2023, which sits
alongside the action plan and will aim to maximise external funding opportunities. This
exercise will also identify any existing budgets that form part of the
overall £144m funding requirement across the organisation.

The Council worked collaboratively to commemorate her Majesty the Queen’s Funeral
in September 2022. From emergency resilience, cleansing and provision of barriers
for the procession route, to the civic ceremonies and wayfinders to assist mourners. A
new staff resilience network has been set up to strengthen our response to
emergencies and we now work more closely with the community we serve, when
considering our plans.
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The Council continues its wide-ranging programme of supporting the communities
affected by the Grenfell tragedy to design and drive their own recovery programme.
The Resident Panel is a key part of the decision making in the funding
allocation for the Grenfell Projects Fund and co-designing the delivery of the
Community Leadership Programme. More broadly, the representative Citizens
Panel continues to seek residents’ views on priority areas such as our Council Plan
and supporting children and young people in the borough. The Council has also
continued its grant funding and maintained its strategic partnerships with the voluntary
sector to jointly tackle pressing issues such as food insecurity and the cost-of-living
crisis.

In the Communities department, a structural staffing budget deficit of £63,000 will be
addressed, However, this will be more than offset with efficiencies from a planned
restructure expected to deliver savings of £111,000. A £200,000 reduction in the
revenue budget for the annual City Living, Local Life budget is also proposed although
it is anticipated that significant prior year underspends carried forward will allow
spending levels across wards to remain in line with current levels for the foreseeable
future. Further savings of £88,000 will be delivered across the department from other
smaller expenditure budget efficiencies. The Council has begun a review to
transform its relationship, commissioning and funding arrangements with the Voluntary
and Community Sector (VCS) to ensure that it can work better with partners, utilise our
assets for the best outcomes and social value for residents and realise
efficiencies. The review is showing that Council funding to the VCS needs to be more
coherent, predictable, accountable and that council support for the VCS is beyond just
funding, with a need to create even stronger partnerships with the sector.

Crime has risen in the post lockdown period and these increases have been most
acutely felt by inner London boroughs. Between January 2022 and December 2022
there was a 12.7% increase in crime in the borough against a 7.6% rise in crime across
the Capital as a whole. The RBKC rise is lower than for Westminster (+50.3%) and
Camden (+22.8%). The largest volume crime in RBKC, and in other inner London
boroughs, is theft. These boroughs experienced the sharpest decline in crime during
lockdown so are conversely experiencing the highest increases in crime as people
return to shops and open spaces where theft offences occur. Visible policing is one
deterrent to theft offences and the Council has been lobbying the police, with some
success, to reduce the number of times Dedicated Ward Officers (DWOs) are
abstracted to other police duties outside of the borough and to reduce DWO
abstractions. Further, the Council’s Community Safety Team will remodel is delivery of
anti-social behaviour functions in response to the changes in legislation, local policy
and services and increased demand for CCTV. This will deliver a £56,000 saving in
2023/24.
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In terms of capital investment for the Directorate, the capital programme for
Environment and Communities is £50.6m between 2022/23 and 2025/26 and a further
£42.8m is provided in the Capital Pipeline. This includes £26m for a number of
Highways and Street Scene improvements, £18.7m on Carbon Zero initiatives and the
Green Fund, £6.9m to maintain and enhance our Parks and open spaces (new
playgrounds, toilet facilities, outdoor gyms, horticultural and biodiversity
improvements) and £4.9m for Placemaking initiatives. The capital for Placemaking will
enable the delivery of interventions that support high street recovery through local
action plans, ward by ward public realm schemes, and wider place shaping objectives.
This will support future economic resilience and support the Council ambition to be a
fairer, safer and greener borough. Projects will be place based and delivery focused,
with an emphasis on creating inclusive, successful, welcoming, accessible, green and
healthy places for our residents, businesses and visitors. Projects will be brought
forward in partnership with our communities.

HOUSING AND SOCIAL INVESTMENT

The Housing and Social Investment Directorate covers general fund housing needs,
social investment and property services. These are an important part of the Council’s
priorities in the new Council Plan. The Council will look to work with registered
providers, temporary accommodation providers, and private rented sector landlords to
drive the highest possible standards in all rented homes.

Housing

General fund housing needs comprises a wide range of services including the
provision of housing advice and support (including supported housing commissioning),
access to emergency and temporary accommodation (TA) and support to households
in finding permanent accommodation. Services relating to the Council’s social housing
stock are managed and funded separately through the Housing Revenue Account. The
HRA draft Budget 2023/24 and the revised 30-year Business Plan are included as
separate appendices in this Budget Pack.

In 2023/24, the proposed gross spend on Housing Services (excluding the HRA) is
£61.1m. After grant and other income, net spend is planned at £21.9m. Of this, £9.9m
will support over 2,000 households in temporary accommodation and £5m will fund
Supporting People services (i.e., supported housing to help people remain in their own
homes). Full details of the proposed budget are set out in Appendix 3.

Supporting households in temporary accommodation is currently one of the Council’s
biggest financial risks, given the potential volatility in demand partly due to the
economic situation. Over the past couple of years the service has managed to
gradually reduce the number of households in TA. This was achieved through a
combination of preventing homelessness and a greater use of private sector rented
housing as an alternative to TA. However the service are now facing significant
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challenges to secure new accommodation to use for TA which has resulted in an
increased use of more expensive Commercial Hotels in order to fulfil statutory duties.

There are 2,128 households in temporary accommodation. Continuing to find ways of
controlling expenditure — while also achieving better outcomes for these families
remains a key priority for Housing Needs.

The Capital Programme includes a budget of £21m for the purchase of accommodation
to help increase supply. At the time of writing 16 have been purchased during 2022/23
which should soon be available. The plan is to focus purchases on those where we
can reduce dependency on particularly expensive rented accommodation.

Social Investment and Property

The management and operation of the Council’'s assets is overseen by the Social
Investment and Property Team. Going forward there will be an increased focus on how
these assets are utilised to achieve the greatest possible benefit for local people
through the emerging Social Investment Strategy which is due to be published in
2023/24 and a new Asset Management Strategy which is being developed.

The hard facilities management function maintains the Council’s 100 operational
buildings. The budgets for this service were transferred to the Housing and Social
Investment Directorate in the first quarter of 2022/23 from Resources Directorate. ‘Soft
FM’ services, such as cleaning and reception services will remain within Customer
Delivery in Resources directorate. The capital programme includes £7.1m of
investment into repairs and maintenance for these buildings.

A budget pressure has been reported for the Hard FM Budget throughout 2022/23.
These services have been a volatile area of expenditure in recent years with increased
reactive repairs and maintenance costs as well as energy costs going up, and in
2021/22 corporate contingency funding was required to fund an overspend. The
2023/24 budget includes additional funding of £615,000 to resolve the ongoing budget
pressure.

GRENFELL RECOVERY

In January 2019, the Leadership Team committed £50m of revenue funding to support
the delivery of the Grenfell Recovery Strategy. The £50m agreed for recovery services
and initiatives covered the five-year period from 2019/20 to 2023/24. An indicative
profile for this funding was agreed as part of the original plans. This funding was
ringfenced for Grenfell Recovery and a commitment made to ensure that any
underspends in year are transferred into the Grenfell Reserve to support future Grenfell
Recovery activity.
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In December 2020, the Leadership Team agreed a Grenfell Recovery Resourcing
Framework (available here) which set out the broad plans for the next phase of the
programme, including the allocation of the remaining funding across the different areas
from 1 April 2021 to 31 March 2024. The Resourcing Framework reaffirmed the
Council’'s commitment to work with the bereaved, survivors and residents to shape the
programme in partnership with them.

The proposed budget for 2023/24 will be £8.2m. As in previous years, the budget for

the programme is split broadly equally across support for the bereaved and survivors
and services and initiatives for the local community.

Support for bereaved and survivors

The proposed budget for services for bereaved and survivors includes funding for:

e The Dedicated Service, which provides wraparound, personalised support for
bereaved and survivors;

¢ Housing management services for survivors in their new homes; and

e Support for delivering this activity, including complaints and monitoring of reach
and impact.

The plans for the Dedicated Service will continue to be shaped by bereaved and
survivors, including the Dedicated Service Steering Group. We will continue to embed
the changes agreed through the 2021 Dedicated Service Review and make further
changes to the service based on more recent feedback (from the 2022 survey, for
example).

Support for the local community

The proposed budget for services for the local community includes funding for:

¢ Ongoing targeted support in schools and community-based settings for children
and young people, including new support for children and young people in the
community;

e Ongoing targeted support for adults in community-based settings, including
commissioned services and a new peer support programme;

e Targeted support for children and families, including a pilot project promoting
school inclusion in North Kensington;

e Grenfell Community Team which works directly with residents to support
community development and co-ordination of the Grenfell Community Programme;

¢ A Grenfell Community Programme, including the next round of the Grenfell Projects
Fund, Community Leadership Programme, The Curve legacy work and other
community-led initiatives;

e Two Housing Legacy projects, which aim to contribute to the establishment of a
long-term sustainable legacy from the tragedy in housing; and,

e Support for delivering this activity, including monitoring of reach and impact.
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Each of these initiatives has been shaped by consultation and engagement with local
communities and the plans in each area are underpinned by Key Decisions taken in
the 2021/22 financial year and will be supported by further decisions where necessary.
These decisions clearly set out the direction of travel in each area, following the
commitments made in the Resourcing Framework.

In November 2022, the Council published a draft of its second annual report on the
delivery, reach and impact of the Grenfell Recovery programme and this was
considered by the Overview and Scrutiny Committee at its December meeting. This
report will be produced on an annual basis to provide assurance on the delivery, reach
and impact of the programme and the Overview and Scrutiny Committee will receive
updates on the programme every six months.

In several areas of the programme, such as the Dedicated Service, Grenfell Projects
Fund and the Housing Legacy Fund, funding committed but not spent in previous years
is being held in reserves, to be drawn down as and when the relevant projects or
initiatives are delivered (either in 2023/24 or thereafter). This is in addition to the
proposed budget for 2023/24.

Looking beyond 2023/24, there is also some funding now earmarked for initiatives
within the current programme which will extend into the 2024/25 financial year, which
has required minor adjustments to the budget profile in earlier years. The commitments
in the Resourcing Framework remain unchanged and the costs will still be met within
the overall financial envelope ringfenced to support the Grenfell Recovery programme.

In addition to funding carried forward from the existing Grenfell Recovery programme,
the Council is preparing to commit further resources to ensure that additional support
is available beyond the end of the programme in 2024. Over the 2023/24 financial year,
we will be working with bereaved, survivors and residents to shape the plans for the
next phase of support and to ensure a smooth transition from the current
arrangements.

RESOURCES DEPARTMENT

In 2023/24, the Council will spend £19.5m on providing support services that are critical
to the delivery of effective front-line services. Full details of the proposed budget are
set out in Appendix 3.

Not all the services within this department are ‘back office’ functions. Customer
Delivery provides the main ‘front door’ with the local community. They deal with over
109,000 face-to-face visits and 500,000 telephone calls through the contact centre
each year, collect Council Tax from almost 90,000 households, and Business Rates
from over 9,100 properties, and pay Housing Benefit to 16,600 households.
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During 2020/21 and 2021/22, there was a significant increase in volumes for contact
across most areas and the customer facing services were expanded to incorporate a
dedicated COVID-19 Hub to support the most vulnerable residents through the
pandemic. This Hub has now been absorbed into the Contact Centre, but the recent
creation of a dedicated Cost-of-Living support number will continue to place additional
demand on the service overall. The Business Rates team have spent the past 18-24
months administering several government grant schemes paying out over £106m and
dealing with over 16,000 grant payments and 3,000 relief applications with a value of
£406m for businesses affected by COVID-19 and saw increases of up to 300% in
contact with local businesses. Whilst we are seeing the impact of the pandemic easing,
the government has already announced a number of initiatives to support residents
through the energy and cost of living crises that will place additional burdens on our
Business Rates, Council Tax and Customer Services teams. In 2022 we ensured that
38,500 households received the government’'s Energy Rebate and 4,600 received
Household Support fund grants.

The Council’'s Customer Access Strategy was published in October 2020 and its
implementation remains a key priority for 2023/24 to ensure that everyone’s day to day
experience of contacting the Council is a positive one and making people’s lives easier.
Leadership Team recently approved the procurement strategy for a suite of IT tools
that will underpin much of the improvements the Council has committed to. However,
realising these improvements is equally, if not more, reliant on changes to working
practices and business processes and these must receive the capacity needed if we
are to see the return on this investment.

Customer Delivery also includes Conference and Events, responsible for maximising
income through our events facilities including Chelsea Old Town Hall and Kensington
Town Hall. This service saw a huge impact through social restrictions as a result of
the pandemic and took the opportunity to make essential repairs to functions and
improve facilities. Income levels are returning but remain at pre-pandemic levels and
the improvements that are underway are now essential in order to achieve the venues’
potential.

A key area of work for Customer Delivery this year will be the procurement of ‘soft FM’
services (cleaning, security, pest control). The current contract with the existing
provider expires in April 2024. This provides the Council with an opportunity to re-
evaluate its requirements in a new hybrid-working environment and get the best value
out of the existing market.
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The Human Resources and Organisational Development Department support the
entire workforce of over 2,500 staff. The focus over the last year has been on: bringing
the Pensions service back in house; implementation of the new pay and grading
structure; continued roll out of the DMA (decision making accountability) reviews;
recruitment strategies (including inclusive panel members); establishment of an
agency adjudication panel; focus on staff health and wellbeing; hybrid working; full
training and development programme; Operation London Bridge and training over 200
staff volunteers; and Equality and Diversity initiatives. An additional £205,000 has been
built into the budget for the continuation of the internal Recruitment Team who are
responsible for supporting a corporate approach to recruitment across the
organisation.

The Financial Management Department delivers on the Council’s statutory financial
requirements and embeds a culture of good financial management across the
organisation. During the last year it has played a key role maintaining a close review
of financial pressures created from the pandemic and cost of living crisis. Going
forward, the service will be responsible for navigating the organisation through the
tough financial challenges ahead and ensuring that financial resources are deployed
in an efficient and effective manner.

The Corporate Procurement function was established in 2021/22 and is continuing to
implement the outcome focussed Commissioning and Procurement Strategy that was
agreed in 2020 and embedding good governance and forward planning of future
procurement exercises. The work of this service is supporting directorates to plan and
deliver significant savings through the Procurement and Commissioning workstream
of the Transitions Programme.

The Insurance service continue to provide a full claims handling service including
response to claims arising from the Grenfell tragedy. In addition to claims handling the
service manages the insurance contracts and provides advice to internal services on
all insurance matters with work on contracts and construction matters being prominent.
Internal Audit and Fraud functions have continued to support all council departments
by providing assurance, investigations and advice. Internal Audit is reducing reliance
on external support whilst maintaining an appropriate level of service using Agile
planning. The Fraud function has joined the London NFI Fraud Hub from April 2023
which combines data from across London to prevent and detect fraud. The small
investment of £29,000 per annum will include annual membership and contribution
towards a shared service investigator to resource the additional work.

The Governance Team supports the Council’s decision-making and scrutiny
arrangements — providing support to around 300 Council, Leadership Team,
Committee, Scrutiny and other Member-level meetings; managing the Forward Plan
of Key Decisions; developing and ensuring delivery of an annual Scrutiny Work
Programme; shaping and delivering a Councillor Training and Development
programme; and providing briefings and advice to best ensure good governance
across the Council.

The legal budget for 2023/24 is broadly in line with that for the previous year. A saving

of £135,000 is planned to reflect historical underspends. During the year the team will
continue to provide legal support across the organisation.
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12.13

12.14

Digital, Data and Technology service - following disaggregation of the staffing structure
in 2022, capabilities continue to be built within RBKC to ensure an improved Sovereign
Digital Data & Technology (DD&T) service is delivered. £1.0m of growth has been
allocated to address pre-existing budget shortfalls with £967,000 one off additional
budget allocated for increased capacity requirements as a result of disaggregation.
The new service configuration post-disaggregation is vital to ensure the successful
delivery of the Council’s Transitions Programme and will also help support the
Enabling Services review. From a finance perspective, a series of IT business value
reviews commenced in early 2022 to look at further profiling of costs, benchmarking
and identification of how the future savings will be delivered. This work is imperative
to understand how significant long term, sustainable savings, efficiencies and
improvements can be identified and delivered across the entire technical estate. Some
savings are anticipated to be delivered from the end of 2023 as we start to rationalise
our Azure infrastructure, implement on-demand storage and identify opportunities to
decommission legacy systems and remove technical debt. Once new capabilities are
in place DD&T will look to a further planned restructure (target date 2024/25) which
will deliver longer term reductions in operational costs and headcount reductions.

The 2023/24 budget will include £1.6m for corporate costs related to the Council’s
response to the fire at Grenfell Tower in June 2017. Of this budget, the largest
proportion (£1.0m) is for the legal support — this is made up of £900,000 for external
legal costs and £100,000 for internal costs to support the Public Inquiry and criminal
investigation. There is a further £70,000 for internal legal support on non- inquiry and
criminal investigation Grenfell work. The overall 2022/23 legal budget has reduced by
£1.0m on the 2021/22 budget. The remaining Corporate Grenfell budget will mainly
fund housing related and storage costs.
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13.1

13.2

14.

141

CHIEF EXECUTIVE’S DEPARTMENT

In 2023/24, the Council will spend £4.6m on providing the Chief Executives service
including Corporate Strategy. Full details of the proposed budget are set out in
Appendix 3.

Corporate Strategy has accountability for four service areas - Economic Development
(including the adult learning service), Communications, the Leaders' Office and the
Corporate Strategy team. The directorate was established back in 2019/20 in order to
bring together relevant functions that serve the whole council and to strengthen
performance management and programme delivery across the Council; establish
effective corporate management arrangements and co-ordinate delivery of the Council
Plan; and build capacity and capability in the Council’s corporate functions. Good
progress has been made over the last 12 months, with a new Council Plan being
published elsewhere on this agenda, an annual business plan is in place for the
organisation and performance data is being published online and taken through
Overview and Scrutiny Committee. The Communications Team continues with a focus
on ensuring the community remain up to date with all aspects of the Council’s work
and particularly information on cost of living. The Council’s Economic Development
Team have established strong relationships with businesses and key local employers,
through which there have been opportunities to work together and support people into
employment.

DRAFT REVENUE BUDGET 2023/24 — FUNDING

The £649.2m of spending in 2023/24 will be funded through a number of different
sources — Government grants, Council Tax, Business Rates, Fees, Charges and
rental income. The full breakdown is set out in Table 2.
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Table 2 — 2023/24 Gross Income Budget

Income Source Gross Income %
£000

Government Grants (Services) (153,496) 23.6%
Other Grants (Services) (14,130) 2.2%
Dedicated Schools Grant (76,464) 11.8%
Parking Income (52,800) 8.1%
Other Income (services) (46,671) 7.2%
Other customer receipts (64,739) 10.0%
Other (47,050) 7.2%
Transfers from Reserves (2,749) 0.4%
Transfers from Reserves- Grenfell (5,669) 0.9%
Revenue Support/Tier 1 Grant (11,919) 1.8%
Business Rates (56,636) 8.7%
Council Tax (98,529) 15.2%
Collection Fund 852 -0.1%
Social Care Grant (13,910) 2.1%
ASC Market Sustainability (2,030) 0.3%
Services Grant (2,133) 0.3%
Discharge Fund (1,074) 0.2%
New Homes Bonus (14) 0.0%

(649,161) |  100.0%

15. COUNCIL TAX 2023/24

15.1

15.2

Nationally the referendum threshold detailed in the draft provisional local government
settlement allows for an increase of up to 2.99%. The draft budget for the Council is
based upon council tax being frozen. As a result, Council Taxpayers will not be faced
with an increase given the challenging economic climate they face with the on-going

cost-of-living crisis.

There will however be a 2% increase, for the element that is referred to as the Adult
Social Care precept and the additional income raised will contribute towards meeting

the demands for adult social care services.
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15.3

15.4

15.5

15.6

15.7

15.8

Elsewhere in London other boroughs are taking a range of different approaches to
council tax, with some taking the opportunity to increase their council tax by 2.99%
plus the full 2% Adult Social Care precept. The overall impact of the two elements is
that the increase in the Council’s element of Council tax will be 2% (excluding garden
squares) and council tax levels will remain in the lowest quartile in London.

The average Band D (excluding Garden Squares) will increase from £968.88 to
£988.26, an increase of £19.38. Full details are set out in Appendix 10 and sets out
the increase for each band.

Garden Square levies are treated as special expenses and as such are viewed by the
Government as part of the Council Tax for referendum purposes. The 2023/24 Garden
Square levies total is £2.032 million compared to £1.906 million for 2022/23. This
increase does mean the headline council tax rate including squares will be slightly
higher with an increase of 2.18% (2% relating to the adult social care precept and
0.18% on basic council tax). Actual council tax levels for properties liable for a garden
square levy are shown in Appendix 10 and the amount residents actually pay will be
the 2% increase plus their separate specific garden square levy.

The Council will continue to fully fund the local Council Tax reduction (local Council
Tax benefit) scheme in 2023/24 and so will fully protect vulnerable residents on low
incomes who might otherwise pay more. The new scheme was approved by
Leadership Team on 8 October 2020 and in 2023/24 will continue to help low-income
households to avoid Council Tax debt and will increase work incentives alongside
Universal Credit. Currently 13,078 households receive a Council Tax reduction which
has decreased from 13,529 over the last 12 months, primarily as those households
impacted by the pandemic have gradually returned to work and no longer require
Council Tax support. Although the Council receives around £360,000 grant towards
the administration costs, the total spend on the scheme is around £13.8m.

In addition to the local Council Tax reduction scheme the Council has also received a
grant of £360,000 from the Government to support the most economically vulnerable
council tax liable households. Government expects local authorities to use the majority
of the funding allocation to reduce bills for current working age and pension age Local
Council Tax Scheme (LCTS) claimants by up to £25. Councils can use the remaining
allocation as they see fit to support vulnerable households with council tax bills. As the
Council fully finds the local council tax reduction scheme a significant amount of this
grant will be left over. The Council will therefore increase support to these households
from £25 up to £95, so that the maximum reduction from the 2023-24 council tax bill is
£120 as per Appendix 15.

The Council will provide further support under Section 13A(1)(c) of the Local
Government Finance Act 1992 to residents to help mitigate the cost of living crisis by
paying a council tax rebate of £100 for 2023-24 to council tax payers in Bands A-D
who are not in receipt of Local Council Tax Support to help with the current cost of
living pressures This will cost an estimated £1.7m and will be funded from the COVID-
19 Recovery/Cost of Living Reserve.
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15.9

16.
16.1

16.2

The Council Tax base is the number of properties in Bands A to H in the borough
expressed as an equivalent number of Band D units. The Executive Director
Resources has calculated under delegated authority the Council Tax Base of 97,732
for the year 2023/24. This is an increase from 97,280 in 2022/23 and continues to be
based on a collection rate of 97.75%. The increase is a combination of an increase in
the number of chargeable properties but also the decrease in Council Tax Support
claimants has a positive impact on the calculation of the Council Tax base.

GREATER LONDON AUTHORITY PRECEPT 2023/24

The Greater London Authority Band D Council Tax figure for 2023/24 has been
published for consultation as £434.14, which is an 9.7% increase or £38.55. The final
2023/24 precept will be issued after the London Assembly meets on 23 February 2023.
Any changes will be reported to Council on 1 March 2023.

Table 3 — GLA Precept

Council Tax Band Greater Greater Increase
London London from

Authority | Authority | 2022/23 to

2023/24 2022/23 2023/24

£ £ £

A £289.43 £263.73 £25.70
B £337.66 £307.68 £29.98
C £385.90 £351.64 £34.26
D £434.14 £395.59 £38.55
E £530.62 £483.50 £47.12
F £627.09 £571.41 £55.68
G £723.57 £659.32 £64.25
H £868.28 £791.18 £77.10

The Council’s total Council Tax rates for each Band are shown in Tables 4A & B,
which also show the percentage of dwellings falling under each band. The spread of
dwellings across the bands is different to the London average and although the council
tax level is expressed as a Band D equivalent, for Kensington and Chelsea, Band G
has the highest percentage. Band G and Band H together account for almost 40% of
dwellings. Full details of Council Tax due, including the Garden Square levies, are set
out in Appendices 8,9, 10 and 11.

The council tax figures in Table 4A have been calculated including a provisional figure
of £1.927m for the total garden squares precept (this is the £2.032m referenced in
paragraph 15.5 less £105,000 funded through the Local Council Tax Support scheme)
and which will be used until confirmation is received in early February from all forty-six
garden squares. Any changes will be reflected in the final draft budget and council tax
levels reported to Council on 1 March 2023.
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Table 4A - Total Council Tax 2023/24 including Garden squares

Band | Kensington | Greater London Total % of Actual
and Authority Dwellings Number of

Chelsea in Band Properties

A £672.10 £289.43 £961.53 1.95% 1,751
B £784.12 £337.66| £1,121.78 3.88% 3,481
C £896.13 £385.90| £1,282.03 10.57% 9,489
D £1,008.15 £434.14 | £1,442.29 15.74% 14,123
E £1,232.18 £530.62| £1,762.80 14.96% 13,423
F £1,456.22 £627.09| £2,083.31 13.61% 12,212
G £1,680.25 £723.57 | £2,403.82 22.17% 19,898
H £2,016.30 £868.28 | £2,884.58 17.13% 15,377

Table 4B - Total Council Tax 2023/24 excluding Garden squares

Band | Kensington | Greater London Total % of Actual
and Authority Dwellings | Number of

Chelsea in Band | Properties

A £658.84 £289.43 £948.27 1.95% 1,751
B £768.65 £337.66 | £1,106.31 3.88% 3,481
C £878.45 £385.90 | £1,264.35 10.57% 9,489
D £988.26 £434.14 | £1,422.40 15.74% 14,123
E £1,207.87 £530.62 | £1,738.49 14.96% 13,423
F £1,427.49 £627.09| £2,054.58 13.61% 12,212
G £1,647.10 £723.57| £2,370.67 22.17% 19,898
H £1,976.52 £868.28 | £2,844.80 17.13% 15,377

16.3 Leadership Team is asked to recommend to Council on 1 March 2023, subject to
receipt of final precepts and levies including Garden Squares special expenses the
final budget figures and the council tax resolution (Appendix 8) and that delegation to
be given to the Executive Director of Resources to take account of any changes arising
from these.
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171

17.2

18.
18.1

18.2

19.
19.1

19.2

BUSINESS RATES

Business Rates are set nationally. The value of business premises is determined by
the Valuation Office and the Government set the multiplier which specifies the pence
per pound paid in tax. From April 2023 the rateable value of all non-domestic properties
in England will be updated to reflect the property market as at April 2021. A package
of support will be available to support businesses for the 2023 revaluation. Furthermore
for 2023/24, the multiplier has once again been frozen and remains at 51.2p and for
smaller businesses 49.9p. In 2023/24, the budget assumes the Council will bill £94.1m
in business rates and retain £54.7m. In addition the Council will receive £1.9m S31
Business Rate Grant taking the Retained Business Rates funding referenced in
Appendix 1 to £56.6m. This collection takes account of the reliefs that Government
have provided to businesses still recovering from the COVID-19 pandemic.

It remains unclear how many businesses will struggle to bounce back after the reliefs
and the grants have ended which will affect the total business rates collectable and the
collection rate. The position will continue to be monitored closely through the year.

COLLECTION FUND

The Collection fund is a separate account which receives the income collected from
Council Tax and Business Rates payers and then makes payments to the Council,
GLA and Government. The Local Authorities (Funds) (England) Regulations 1992 (as
amended) require an annual projection of the balance on 31 March each year. This is
because precepting authorities share surpluses / deficits and need to take account of
these when setting the budget.

The projected in year deficit (Council share) on the collection fund on 31 March 2022
is estimated at £1.700m. This takes account of both business rates collection and
council tax collection in 2022/23. The business rates proportion of this deficit is
£1.205m. The Council Tax element is a deficit of £495,000. In March 2021, the Council
took advantage of the Government’s guidance of spreading the deficit on the Collection
Fund caused by the pandemic over a three-year period. The financial year 2023/24 is
the final of these three years.

GOVERNMENT FUNDING

Over recent years there have been changes to Local Government Funding. There has
been a move away from multiyear settlements and Local Authorities have relied on
one-year settlements published in draft in December of each year which makes
forward planning very difficult because funding can only be assumed for a single year.

The 2023/24 provisional settlement was announced in December. This included an
inflationary increase in the Council’'s Settlement Funding Assessment (SFA) and
additional funding for social care in 2023/24 and 2024/25. These additional grants were
welcome but how long they will remain is uncertain with the risk of a cliff-edge in
funding after 2025/26, which will need to be carefully tracked and provided for if
government funding does reduce.
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19.3

19.4

The Council's Core Spending Power was published as part of the draft Local
Government Finance Settlement in December 2022. At the time of publication of this
report the final settlement had not been published but is expected imminently. Similar
to previous years, there are not expected to be any further changes, but any will be
included in the final budget recommended to Council on 1 March 2023.

2023/24 sees an increase in Government funding of £6.2m as set out in Table 5. Much
of this is to fund additional cost pressures emerging within social care and additional
costs from the exceptionally high levels of inflation.

Table 5 — Grant Funding 2023/24

Grant Name 2022/23 | 2023/24 | Increase
Funding | Funding | (decrease)
£000 £000 £000

Existing Grants

Revenue Support Grant and Lower 11,530 11,919 389

Tier Grant

New Homes Bonus 638 14 (624)

Improved Better Care Fund 7,662 7,662 (0)

Social Care Grant 8,530 13,910 5,380

ASC Market Sustainability Grant 585 2,030 1,445

Services Grant 3,635 2,133 (1,502)

New Grants

ASC Discharge fund - 1,074 1,074

Total 32,580 38,742 6,162

19.5 As part of the provisional settlement Government published Core Spending Power

figures which are a measure of the resources available to local authorities to fund
service delivery. The Core Spending Power for Kensington and Chelsea in 2023/24 is
set out in Table 6. It is important to note that there are a number of assumptions made
by Government in this measure around Council Tax - £5.0m is assumed to be raised
through a 4.99% increase in Council Tax levels but this remains subject to local
decision making and the recommendation to Full Council is that the increase for
Kensington and Chelsea is only the 2% for the adult social care precept.
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19.6 The core spending power figures are set out as below.

19.7

20
201

20.2

20.3

21.
211

Table 6 — Core Spending Power 2023/24

2022/23 | 2023/24

£000 £000

National assumption around Council Tax Requirement 95,977 | 101,022
Retained Business Rates 52,730 54,700
Revenue Support Grant 10,480 11,919
qumgﬁgrsatlon for under-indexing the business rates 5,389 9,318
Tier 1 grant 1,070 0
New Homes Bonus 638 0
Improved Better Care Fund 7,662 7,662
Social Care Grant 8,530 13,910
Market Sustainability Grant 585 2,030
ASC Discharge Fund 0 1,074
Services Grant 3,635 2,133
Core Spending Power 186,696 | 203,768

Business Grants

Since the onset of the pandemic the Council administered a range of different grants
to support businesses in the borough. At this stage no new grants are expected in
2023/24.

FEES AND CHARGES

Income from fees and charges in 2023/24 will provide 18% of the Council’s total
funding. The full set of proposed fees and charges for 2023/24 were presented to
Leadership Team on 7 December 2022 for consultation.

Since December some of these have been revised. Appendix 18 shows the full
schedule.

In March 2020, the Council published its first Charging Strategy which ensures
consistency in deciding which services to charge for, the level of charge and to ensure
charges are transparent and easy to understand. The aim is for all fees and charges
to be reviewed in line with the principles of the Strategy. As part of this year's budget
process, some fees and charges have been reviewed to reflect the principles in the
Strategy, and this work will carry on over the next 12 months as these charges and full
cost of providing these services continue to be reviewed.

SUMMARY BUDGET CHANGES

In previous sections, this report has set out the changes in the different elements of
the Council’s budget and these are now summarised in Table 7 which shows the
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increase in Council Tax requirement for a robust and balanced budget to be set. The
full 2023/24 budget and Council Tax levels can be seen in Appendix 1.

Table 7 — 2023/24 Budget Movements

Budget Change £000
Social Care Pressures and Contract Inflation (as per Appendix 1) 6,322
Provision for (non-social care) Contract Inflation 5,343
Provision for pay inflation 2023/24 4,322
Provision for extra pay award in 2022-23 5,033
Provision for energy inflation (as per Appendix 3- included in service 2,756

budgets for Housing and Social Investment and Environment and
Communities)

Increased investment income and reduced borrowing costs due to (5,920)
higher interest rate environment and capital programme review

Increase in External Funding (as per table 5) (8,095)
Service Growth Pressures (as per Appendix 4) 6,669
Service Savings (as per Appendix 5) (11,851)
Corporate Budget Reductions (as per Appendix 5) (1,750)
Reduction in Collection Fund Deficit (688)
Other 411
Total Change funded by increase in Council tax income 2,552

22. LOOKING FORWARD 2024/25 ONWARDS

221 The full Medium Term Financial Strateqy was published in June 2021. An update
on the financial position was then considered by Leadership Team in July 2022. The
aim of the strategy is to:

e Plan the Council’s finances over the next three years, taking account of both the
local and national context;

e Provide the financial framework for the Council’s priorities and ensure that these
priorities drive the financial strategy and the allocation of financial resources; and,

e Manage and mitigate future budget risks by forward planning and holding reserves
as appropriate.

22.2 The Council’'s medium term financial position is by necessity fluid and responds to
reflect the changing circumstances faced by the Council, updated priorities and
ambitions, the latest budget position and a range of external factors such as economic
conditions and Government legislation.
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22.4

22.5

22.6

22.7

Although a robust and balanced budget is proposed for 2023/24 subject to approval
by Council on 1 March 2023, the financial position beyond 2023/24 is challenging. At
present, the Council’s overall budget planning position indicates a forecast budget gap
for 2024/25 of around £6m. Any changes to the funding formula and the Levelling Up
agenda could increase this budget gap further. Although the financial position of the
Council going forward is challenging this is not out of line with other boroughs across
London.

Whilst the additional funding announced in the provisional settlement for 2023/24 and
2024/25 was welcome. The outlook from 2025/26 onwards is likely to be even more
challenging with the Council’s planning assumption is a budget gap of around £18m in
2025/26 and then between £3m and £6m each subsequent year. This therefore will
result in a cumulative gap of £27m by 2026/27. The reason for the adverse movement
in the budget position for 2025/26 is partly driven by the additional social care grants
confirmed in the provisional settlement only being confirmed for 2023/24 and 2024/25.
Currently longer term government forecasts anticipate spending to fall after 2025 and
therefore the Council has taken the prudent approach in assuming this additional
funding does not continue beyond 2024/25.

However if this additional funding was continued going forward the budget gap in
2025/26 would instead be forecast to reduce to £17m:

Table 7A assumes additional social care government grant ceases in 2025/26

(£'000) 2023/24 | 2024/25 | 2025/26 | 2026/27
Budget Gap (in year) (3,170) 6,169 | 18,316 5,330
Budget Gap Cumulative (3,170) 2,999 | 21,315| 26,645

Table 7B assumes additional social care government grant continues in 2025/26
(£'000) 2023/24 | 2024/25 | 2025/26 | 2026/27
Budget Gap (in year) (3,170) 6,169 8,242 5,330
Budget Gap Cumulative (3,170) 2,999 | 11,241 16,571

This does not allow for the risk of a drop in funding related to any changes in
government funding formulae or a fall in Kensington and Chelsea’s population.

The forecast for future years (2024/25 onwards) makes the following key assumptions:

e Pay and price inflation of 2% for staff costs, the Council’s major contracts per
annum (with the exception of 4% assumed for contracts in 2024/25), and increases
to fees and charges. In general terms every 1% increase in inflation, could mean
an increase of around £2.3m in running costs per year which would add to the

budget pressure);

¢ A modest increase in the Council Tax base each year after 2023/24 (on average a

0.5% increase in properties per annum).

e It is assumed that any reductions in service specific grants can and will be
contained within service budgets;

e Spending pressures are recognised and risks have been highlighted in Section 26;

e All savings are achieved to plan;
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¢ No planned use of reserves to balance the budget; and
e General Fund working balance remaining at £10m and no planned use.

22.8 An annual value for money exercise will continue to be carried out on all budgets but

22.9

2210

balancing the books in the longer term can no longer be achieved through the short-
term efficiencies and more significant changes to spending plans are required. This is
likely to focus on four main areas:

e Reviewing how services are delivered to ensure outcomes are achieved in the most
cost-efficient manner;

¢ |dentifying opportunities to achieve the same outcomes but for less;

¢ Aligning spending plans to the priorities in the revised Council Plan. This may lead
to increased spend in some areas but reduce by more spend in non-priority areas;
and

e Maximising opportunities to generate income

The Council’s External Auditors have not completed all of their Value for Money (VFM)
work relating to the 2021/22 financial year, with their annual report expected to be
issued by 28 February 2023. So far they have not identified any significant risks. The
delay of the report is due to the impact from the pandemic and auditors prioritising
delivery of their opinion on the financial statements as per National Audit Office
guidelines.

The Council continues to comply with the Financial Management (FM) Code which
includes:

e Compliance with the CIPFA Statement on the Role of the Chief Finance Officer
in Local Government;

e Compliance with the CIPFA Prudential Code for Capital Finances in Local
Authorities;

e Compliance with statutory obligation in respect of the budget setting process
including a clear medium-term financial strategy.

There are further actions that have been identified in order to achieve excellence in
financial management, some of these are mentioned below and an action plan has
been set out on how this can be achieved.

e Using an appropriate documented option appraisal methodology to
demonstrate the value for money of its decisions;

e The Councils approach to financial management ensures it maintain financial
sustainability;

e The Council will be developing and implementing a new approach to the
governance and management of the Capital Programme.
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2213

22.14

23.
231

23.2

23.3

The Council has already begun working on balancing the budget for 2024/25 and
beyond with options for savings proposals in future years currently being modelled.
These will not be through a salami slice approach but ensuring that the Council
challenges itself to be more cost effective by working smarter and more efficiently,
being ambitious and innovative — whilst maintaining or improving outcomes for our
residents, businesses, and staff.

An indicative level of savings from this work will be included in the Medium-Term
Financial Strategy published in the summer. However, this programme alone will not
deliver all the cost reductions that are needed to set a balanced budget from 2024/25
onwards and all departments will need to look at all the services provided and consider
opportunities to reduce costs or increase income.

In the longer term not everything may be affordable and there will be strategic
decisions to determine on how the Council spends its limited resources to have the
greatest impact and in line with the priorities in the Council Plan. This may mean
spending more in some areas of priority, but this will be coupled with reductions in
other areas. An exercise is currently underway to map the Council’s revenue and
capital budgets to each of the Council’s priorities to support this work.

A full update of the Council’'s Medium Term Financial Strategy will be published in
summer 2023 and will be developed in line with the updated Council Plan elsewhere
on this agenda.

OPTIONS AND ANALYSIS

This report represents the outcome of the budget review process for 2023/24 for
recommendation to Full Council on 1 March 2023. However, at this point it remains the
case that until Full Council sets the budget in March, the 2023/24 budget has not been
agreed, meaning that a range of alternative options remain open to Members, for both
the capital or revenue budget.

The Leadership Team can amend the proposed revenue budget and Council Tax as
set out in this report. However, any amendments to the budget must ensure that it
continues to meet the Council’s statutory requirement for a robust and balanced
budget.

There are a number of areas where Leadership Team could choose to consider
different scenarios for the budget and recommendations to Full Council, such as:

¢ Increase the level of council tax and/or reduce the Adult Social Care precept
for 2023/24, within the constraints of the referendum limits for the year. A
reduction in the level of Adult Social Care precept would mean further savings
would need to be identified.

e Deleting or reducing budget savings proposals, subject to considering the
impact on the overall budget. There would need to be compensating offsetting
proposals to deliver a balanced budget;

e Considering and substituting alternative budget savings proposals, whilst
taking into account the time constraints required to develop these, undertake
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241

25.

251
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public consultation (where necessary), and meet statutory deadlines for the
setting of council tax;

Changing other assumptions within financial plans (including assumptions about
budget pressures, the use of reserves or the level of the centrally held contingency).
This would provide just a one-off benefit to the 2023/24 budget and increase savings
needed in future years.

TREASURY MANAGEMENT STRATEGY

The areas of Treasury Management and Prudential Borrowing are integral to
consideration of the Council’s Budget and also need to be considered so that Members
can assess that capital investment plans are prudent, affordable and sustainable.
Member’s attention is drawn therefore to the Treasury Management Strategy for
2023/24 and details for Prudential Borrowing including the Prudential Indicators which
are also set out in a separate report which is part of this ‘Budget Pack’.

CAPITAL PROGRAMME

The Capital Strategy was refreshed and approved by Council in June 2021 and
provides a framework for the allocation of resources to fund capital projects. The
Council’s ability to prudentially borrow to fund future capital schemes is limited by the
budgetary pressures which the Council continues to face. Information regarding the
revenue implications of prudential borrowing is provided in the separate Treasury
Management Strategy. The total revenue impact of borrowing costs to deliver the
Capital Programme in 2023/24 is expected to be approximately £10.7m.

The Capital Programme included in this report reflects the outcome of the review of
the existing capital programme that has been underway for the last 12 months and the
in year 2022/23 position.

Subsequent to the Capital Programme position reported to Leadership Team on 7t
December there have been a number of further movements in the Capital Programme
as summarised in Table 8 below:

Table 8 — Capital Movements Since December report to Leadership Team

Directorate £000
Adult Social Care and Public Health 8,900
Children and Family Services (2,287)
Environment and Communities 7,257
Housing and Social Investment (763)
Resources and Customer Delivery (146)
Capital Contingency 654
Total Movement 13,615
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The review of the capital programme in 2022/23 continued from the work undertaken
in 2021/22 which was triggered because of the high levels of slippage that has
continued for the last few years. The review has challenged every existing scheme in
the programme to ensure it aligns with Council priorities and is deliverable within the
proposed timeframe. Work on the review has continued since reporting to the
December Leadership Team and as a result the amended movements that have been
included in the programme are: deletion of £3.3m of current schemes, the re-phasing
of £13.8m of schemes and £7.9m moved from the capital programme to the Capital
Pipeline. Inclusion in the Capital Pipeline assumes there is some possibility that the
scheme will come forward for delivery in the next year and borrowing costs are
budgeted at 50%.

New capital investment is typically focused on investment into the borough’s highways,
transport and open spaces; housing, schools and early year’s provision and Council
buildings and digital infrastructure. This includes for health and safety requirements,
rolling maintenance programmes and support to deliver the Customer Access Strategy
and Digital Strategy. Some capital investment is required to deliver revenue savings
and going forward this will be specifically tracked and reported on through the
monitoring of the capital programme.

New General Fund capital investment proposals as reported to December Leadership
Team totalled £18.3m. Since then the programme has increased by £13.6m as per
table 8 above, with a further £43.1m going into the Capital Pipeline as per table 12
below. The total General Fund capital programme is now £298.4m over four years.

The total capital programme is £578.5m, of which £298.4m relates to the General Fund
and details are included in this report and £280.1m relates to the Housing Revenue
Account and details are set out in the revised 30-year Business Plan that is included
as a separate report in the Budget Pack.

Capital investment is reflected in the service narrative sections of this report (See
Section 6 onwards) but is summarised in Table 9 by Directorate and in full in
Appendix 12.
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Table 9 — Capital Expenditure Programme 2022/23 to 2025/26

Total
2022/23 2023/24  2024/25 2025/26 Capital
Service Budget Budget Budget Budget Programme
£000 £000 £000 £°000 £°000
Adult Social Care and
Public Health 577 1,420 5,138 2,778 9,913
Children and Family
Services 9,491 28,350 2,720 0 40,562
Environment and
Communities 18,235 13,282 10,064 9,018 50,598
Housing and Social
Investment 63,527 63,307 48,922 6,734 182,490
Resources and
Customer
Delivery 1,567 9,428 713 0 11,708
Capital Contingency 2,935 200 0 0 3,135
Total General Fund
Capital Budget 96,332 115,987 67,557 18,530 298,406
Housing Revenue
Account 64,782 110,433 104,880 0 280,095
Total Capital
Expenditure Budget 161,114 226,420 172,437 18,530 578,501

25.9 The funding of the Capital Programme is delegated to the Executive Director of
Resources as Section 151 Officer and Table 10a and 10b summarises the indicative
funding sources of the programme, but it will remain the responsibility of the Executive
Director of Resources to fund the programme in year in the most cost-effective way

and in line with the Capital

Strategy.

Table 10a — General Fund Capital Programme Funding 2022/23 to 2025/26

2025/26 Total
2022/23 2023/24 | 2024/25 | onwards Capital
Budget Budget | Budget| Budget | Programme
Source £°000 £°000 £000 £000 £000
External Funding:
Capital Grants Reserve (4,403) (860) (860) (860) (6,983)
Capital Grants & Contributions (2,771) | (21,255) (2,700) 0 (26,726)
S106/CIL Contributions (25,049) 0 0 0 (25,049)
Earmarked Reserves (4,765) (882) 0 0 (5,647)
Capital Receipts Reserve 0 0 0 0 0
Special Projects Reserve
(RCCO) (304) (100) 0 0 (404)
Revenue Contribution to Capital (3,145) (1,771) 0 0 (4,916)
Borrowing Requirement (55,896) | (91,118)| (63,997)| (17,670) (228,681)
Total Funding Sources (96,332) | (115,987) | (67,557) | (18,530) (298,406)
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Table 10b — Housing Revenue Account Capital Programme Funding 2022/23 to 2025/26

2025/26 Total

2022/23 2023/24 | 2024/25 | onwards Capital

Budget Budget | Budget| Budget | Programme

Source £000 £000 £000 £000 £000
External Funding:

Capital Grants & Contributions (10,170) | (13,755) (5,317) 0 (29,242)

Capital Receipt Reserve (37,915) (7,111) (1,000) 0 (46,026)

Major Repairs Reserve (3,968) (3,968) | (3,968) 0 (11,904)

Revenue Contribution to Capital (8,295) (9,569) | (12,506) 0 (30,370)

Borrowing Requirement (4,434)| (76,030) [ (82,089) 0 (162,553)

Total Funding Sources (64,782) | (110,433) | (104,880) 0 (280,095)

25.10 The borrowing is regulated by the ‘Prudential Borrowing Code’. The basic principle is
that capital expenditure plans must be affordable, prudent and sustainable and that
prudential indicators are used to support decision making. Further details are set out
in the Treasury Management Strategy, including the Council’'s Minimum Revenue
Provision Policy for 2023/24. The Minimum Revenue Provision is a charge that
Councils are required to make in their accounts for the repayment of debt.

2511

As highlighted above, a number of schemes are now part of the Capital Pipeline. The

role of the pipeline is to support longer term investment planning where schemes aren’t
yet in a ready state for formal inclusion in the programme but are likely to be required
over the period of the three-year capital programme. The current draft Capital Pipeline

is summarised in Table 11 below and detailed at Appendix 13.

Table 11 — Capital Pipeline 2022/23 to 2025/26

Future veicl

2022123 2023/24 2024125 2025/6 | ', '° | Capital

Capital Pipeline | Budget Budget Budget Budget £000 Pipeline
£000 | £000 £000 £000 £'000

Capital Pipeline 1421 65445 21791 17,703 95605/ 201,965
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25.12 The above Capital Pipeline provisions include a total of £43.1m of new outline Capital

Bids received subsequently to the December report to Leadership Team. These
additional bids are summarised in Table 12 below:

Table 12 — Capital Bids to Pipeline 2022/23 to 2025/26

Future Total
2022/23 | 2023/24 2024/25| 2025/6 Years Capital
Capital Bid Budget | Budget Budget Budget £000 Pipeline
£'000 £'000 £'000 | £'000 £'000

Cycle Parking

- 110 150 150 150 560
Cycling Permeability (two-
way cycling in one-way - 40 40 30 40 150
streets)
Kensington Park Road
Streetscape Scheme -1 1,000 - - - 1,000
Shepherd’s Bush to
Notting Hill Cycleway - 100 20 - - 120
(west of Kensington Park
Road)
Asbestos Removal

- 150 150 150 150 600
General Estate Life Cycle

- 2,440 3,000/ 3,000{ 3,000 11,440
Health & Safety and
Compliance -1 1,620 2,815 2,145 2,145 8,725
Kensington Town Hall Life
Cycle - 1,050 950 700 700 3,400
Pembroke Road Offices -
Additional Funding - 2,200 - - - 2,200
Notting Dale Heat
Network - Electrical - 4,220 - - - 4,220
Upgrade and Connection
Fees
Notting Dale Heat
Network - Council Equity - 610 - - - 610
Investment
ERP System 421, 6,609 3,060 - -l 10,090
UEHEL (G R ITEnEL e 421 20,149 10,185 6,175 6,185 43,115
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The 2015 Spending Review announced the flexibility for local authorities to use capital
receipts from the sale of non-housing assets to fund revenue set up costs of service
reform and transformation projects. Eligible projects are those which are designed to
generate ongoing revenue savings in the delivery of public services or transform
service delivery to reduce costs or demand for services in future years. In February
2021 the Government announced this existing flexibility would be extended for a further
3 years up until 2025/26.

To date Council has not made use of this flexibility, but potentially may do in future as
it could help alleviate some of the pressure on the revenue budget. Any use would
however reduce the availability of resources to fund the capital programme. Any use
of the flexibility will be reported through the quarterly finance monitoring reports to
Leadership Team.

Carbon Zero

Achieving the Carbon Net Zero Target for the Council by 2030 and across the borough
by 2040 is extremely ambitious both operationally and financially. Delivering on the
commitment remains a key priority as outlined in the updated Council Plan elsewhere
on this agenda. Based on cost analysis carried out through the Carbon Neutral
Pathways Report it was estimated that the Council will need to spend approximately
£144m on its own buildings and operations to become carbon net zero by 2030. The
actual costs are likely to be significantly higher than this. A new Investment and
Funding Strategy will be developed and aligned to the updated Medium Term Financial
Strategy that will be published in Summer 2023

Achieving Carbon Net Zero will need to become an integral part of business planning
across all services and across all decision making, including financial planning. This
means it is a part of everything the Council does, is part of how every service is
delivered and is everyone’s responsibility.

The HRA Business Plan sets out the need to spend £67m over a six year period
towards achieving net Carbon Zero for our own housing stock. Over the longer term
significant additional funding will be needed and still need to be quantified. The general
fund capital programme and pipeline now includes a total of £14m over the next four
years for investment into achieving carbon net zero for the community and
denominational schools and Council operational buildings. Over the next six months
further work will be undertaken to develop a Funding and Investment Strategy as this
is one of the main commitments included in the Climate Emergency Action Plan. The
strategy will explore the funding options available for achieving the carbon neutral
targets, including the Housing Revenue Account, the Green Fund and carbon offset
fund and other funding needed through the General Fund. Sources will include:

e Government grants and funding

Other external grants and funding

Capital receipts

Community Infrastructure Levy

Revenue spend budget and income — including parking income
Borrowing

New Homes Programme

Page 67



25.18

2519

25.20

25.21

25.22

26.
26.1

26.2

26.3

The New Homes Programme aims to deliver 600 new homes in the borough, including
a minimum of 300 at social rent. The Capital Programme includes provision of £250m,
of which around £53m is expected to have been spent by the end of March 2023 and
a further £108m is planned to be spent over the next three years. Delivery has now
started, and the profile of spending has been revised to reflect planned delivery of
individual schemes. It reflects the challenging timescales, impact of construction cost
increases and the importance of extending time periods for consultation with residents.

The original intention was that the Programme would be self-financing, with no ongoing
impact on the Council’s General Fund. However, in the current financial climate this is
no longer possible and a General Fund capital contribution of £29m to the Programme
is now required. The exact source of funding will be determined by the Executive
Director of Resources as part of the Council’s closing of accounts process.

Construction has almost concluded Phase 1 sites Kensal Road and Hewer Street, with
Acklam Road and St Helens Garden progressing. Phase 2 includes Barlby Road and
Silchester Arches. After achieving planning permission in 2021, the Silchester Arches
scheme now has an appointed contractor who are progressing the early stages of the
engagement. Barlby Road will look to appoint a contractor, with current estimated
completion dates to be in 2024 and 2025 respectively.

Latymer Community Church is currently in the design stage as officers work through
the development of the scheme and assess viability. The Lots Road scheme is
currently undergoing a procurement exercise with officers reviewing submissions. This
will be finalised shortly with the Council seeking a developer to build on the site once
cleared.

Three schemes that were originally proposed are currently paused — Lancaster Road,
Walmer Road and Edenham. Further discussions on the future progress, design and
timescales of these schemes will be held in due course. Cheyne and Holland Road
schemes have been aborted after officers have assessed the viability. New scheme
proposals beyond this will be subject to a robust financial viability assessment before
inclusion into the programme and within the quarterly monitoring reports to Leadership
Team.

RISK MANAGEMENT

Although the overall position for 2023/24 is showing a balanced budget there are a
number of inherent risks for next year and subsequent years.

Economic Factors including recovery from COVID-19

The state of the economy can affect Local Authorities in a number of ways. Currently
the global and UK economy is going through challenging times with high inflation,
increasing interest rates, a cost-of-living crisis as well as dealing with the on-going
recovery from COVID-19.

The Council’s focus is the impact of economic conditions on the cost of services, this
includes inflation and interest rates but also the demand for services such as social
care and homelessness. Services continue to consider the potential of factors
affecting the economic conditions. The main concerns are the recovery of the economy
from COVID-19, the continuing impact of leaving the European Union, and the overall
economic environment, particularly inflation and rising energy costs, interest rates and
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political instability over recent months. The economic conditions mean that many
income streams continue to remain below pandemic levels.

In December 2020, the Council set out its approach to long-term recovery from
COVID-19 as part of the plan to ensure all was being done to support residents and
communities both during and on emergence from the pandemic. In 2021/22, the
Council earmarked £8m of reserves to support project delivery and a recovery board
was established, supported by task and finish groups, to manage the achievement of
outcomes across each of the following priority areas:

Business and Employment Support
Mental Health and Wellbeing
Social Investment

Climate Change

Digital Inclusion

Financial Resilience

During the first year (2021/22) £644,000 was spent on the inception of projects that
focused on encouraging people back to the borough’s high streets, business support
and recovery in the community - and a further £3.5m has now been committed to the
continuation and delivery of a wider range of approved schemes that now includes
mental health and wellbeing, youth employment, and community apprenticeships for
young people with SEND.

The remit for this budget has now been expanded to support the Council’s response
to the cost-of-living crisis and its impact on residents and communities.

The UK economy has endured a challenging year, with the most recent figures
showing it contracted by 0.3% in the third quarter of 2022. Economic forecasts for 2023
are pessimistic with the UK economy expected to remain in recession throughout 2023
and the first half of 2024. Recovery after this is only expected to be gradual.

Inflation levels continue to be very high with the most recent CPI figure reported at
10.5% (December 2022) which is significantly higher than the Government’s target
rate of 2%. This higher inflation is expected to impact on many of the Council’s
contracts- particularly in social care and the environmental sector. As part of budget
setting officers the Council has done a detailed review of all its contracts and has
calculated around £11.5m of contract inflation is likely to be required in 2023/24. This
works out at approximately an 8% on average. Of this £11.5m £5.7m (this is included
along with £650,000 provision for demand pressures in the £6.3m social pressures
budget in Appendix 1) relates to pressures within Adult Social Care and Children’s
Services. This provision will be held centrally for services to draw down if/when these
higher costs materialise.

It is however anticipated that these high levels of inflation are short term and longer
term, rates will move back down to the target rate of 2%. There is provision for 2%
staffing and 4% contract inflation in 2024/25 and then 2% for both ongoing from
2025/26.
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Interest rates have increased significantly since the 2022/23 budget was set. The Bank
of England increased interest rates nine times during 2022 from 0.25% at the start of
the year to 3.50% by December. Interest rates are expected to peak during summer
2023 at 4.25% before falling to below 4% in 2024. However even with this anticipated
fall rates are still very high by recent standards. This will increase the cost of borrowing
costs and therefore the revenue impact of the capital programme. However it will also
increase returns on the Council’s balances, currently around £150m which will be
invested through applying the Treasury Management Strategy elsewhere on this
agenda.

Local authority funding for future years

In 2016, Government launched a consultation on a new Fair Funding Formula for
determining how funding was allocated to Local Authorities across the country. In
March 2023, these changes continue to be delayed and is not expected during this
spending review period.

The 2021 census results were announced during 2022 and according to these findings
the population of Kensington and Council dropped from 158,649 in 2011 to 143,940
as at the middle of 2021 (an increase from 143,360 which was the number in the actual
census taken in March 2021).

The census was taken during one of the COVID-19 lockdowns and this drop may well
turn out to only be a temporary dip at that time. However there is a risk that the
government uses these population numbers as a basis for distribution of funding in
future which could mean less Government funding for the Council.

Pressures within social care have again been recognised as part of the Local
Government Finance Settlement with additional funding announced for 2023/24 and
2024/25. In the Autumn Statement, the Government announced delaying the rollout of
adult social care charging reform from October 2023 to October 2025, as a result the
repurposed money from delaying the charging reform will be distributed to local
authorities through the Social Care Grant for adult and children’s social care over the
next 2 financial years. This has resulted in an additional £4.3m in 2023/24 and an
estimated £6.5m in 2024/25.

These new social care reforms when they are implemented are expected to lead to
significant additional costs for the Council both in terms of supporting more individuals
once they have reached the cap and the equalisation of the cost of social and private
care that will lead to increased placement costs for the Council. Financial Plans
assume that these new pressures will be fully funded but allocations beyond 2025/26
are not known and therefore have not been assumed in the financial planning beyond
2024/25.

Grenfell

For Kensington and Chelsea, the lasting impact of the Grenfell tragedy adds another
dimension to the experiences of the pandemic and now cost of living crisis. 2023/24
will be the fifth year of the Grenfell Recovery programme. The budget for the fifth year
of the programme is aligned with the commitments set out in the Grenfell Recovery
Resourcing Framework agreed by the Leadership Team in December 2020. The
second annual report on the delivery, reach and impact of the Grenfell Recovery

Page 70



26.17

26.18

26.19

26.20

26.21

programme was presented to Overview and Scrutiny Committee in December 2022,
based on data from the last year of activity across the programme.

Public Inquiry hearings have now come to an end and the Council awaits the final
report, expected in 2024. In the meantime, work continues across the Council to
address the range of issues raised by the Inquiry. Alongside this, the Council is working
with bereaved, survivors, local residents and partners to develop a cross-cutting plan
for building a longer-term legacy from the Grenfell tragedy, based on what we have
heard is most important to our communities. This will help to ensure that lessons from
the tragedy are embedded across the organisation.

Following approval by Leadership Team in January the Executive Director of
Resources will now seek a capitalisation direction from the Secretary of State for
Levelling Up, Housing and Communities (DLUHC) to help cover the cost of resolving
all claims that have been lodged since the tragedy. The interest and MRP costs to the
borrowing related to this will be met from the Civil Claims Settlement Reserve detailed
below in paragraph 27.6.

Demographic and Demand Pressures

The Council faces direct pressures year on year on both spending and income
budgets. Demographic and demand led pressures particularly impact on housing and
homelessness and supporting vulnerable children and adults. As part of financial
planning processes and more specifically in developing the draft budget for 2023/24,
these demands have been reviewed and forecast. Next year’s budget includes almost
£1.0m for these pressures based on the latest information available and where there
is some certainty on them materialising. £329,000 of this is increasing the Adult Social
Care service budget whilst £650,000 will be held centrally and the service will draw
down if required. These estimates take account of (although not exclusive) historical
trends, current data and intelligence, future forecasts, and external advice where
relevant. However, there is a risk that assumptions change and cost implications
exceeds expectations resulting in a budget shortfall. There are also risks of pressures
emerging that are not yet known. The budget also includes centrally held inflation
provisions for social care of £5.7m and an additional £4.8m for inflation in other
services and general economic pressures.

Delivery of savings

The statutory requirement to set a robust and balanced budget remains. The Council
is in the position to set a balanced budget for 2023/24 in part as a result of £13.6m of
budget reductions. The Council is confident these can be achieved but will continually
monitor the delivery of these through the year to ensure that any emerging risks and
mitigating actions can be identified early.

The identification and delivery of savings beyond 2023/24 remains challenging. There
is currently a budget gap of £27m over the four years from 2023/24 to 2026/27, based
on the assumption that the government funding announced in the 2023/24 draft
settlement does not continue beyond the two years announced. If the funding were to
continue at the same rate this gap would reduce to £17m as per Tables 7A and 7B
above. The Council’s approach for aligning its limited financial resources to priorities
is summarised in Section 22 and will be set out in further detail in the next Medium
Term Financial Strategy that will be published in the summer.
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takes a prudent approach to assumptions in both next year’s budget and medium-term
financial plans to hold sufficient levels of contingency funding within the budget for
dealing with unforeseen circumstances in the short term. Levels of reserves provide a
safety net in the event of more significant negative impacts on Council funding in the
medium term.

RESERVES

Section 25 of the Local Government Act 2003 requires Chief Financial Officers to
report to their authorities about the robustness of estimates and the adequacy of
reserves when determining their budget and level of Council Tax. The report therefore
includes the advice of the Executive Director of Resources as Section 151 Officer as
set out in “Financial and Resource Implications” section.

Under the 2003 Act above, the Section 151 Officer has to be satisfied that the level of
the General Fund working balance is adequate. It is proposed that the General Fund

balance be maintained at its target level of £10 million for 2023/24, the same level as
for 2022/23.

The Executive Director of Resources has also reviewed all earmarked reserves
(monies set aside for a specific purpose). Details of the latest estimated position and
the forecast for the next three years is set out in Appendix 2.

Reserves are not used for balancing the budget but are for one off investment or
spend. The total use of 2022/23 reserves the Leadership Team were asked to agree
through the quarterly monitoring reporting process is £15.994m.

In 2023/24, a Council Plan Implementation Reserve will be established to support the
implementation of priorities in 2023/24 and beyond in relation to the Council Plan. This
has been created from budget reductions relating to the fall in travel card usage and is
set out in Appendix 2.

In 2023/24 a Civil Claims Settlement Reserve will be established as referred to in
paragraph 26.18 above. This will be created from temporary reductions in the Council’s
pension contributions in 2023/24 and 2024/25 following the 2022 triennial actuarial
valuation of the pension fund. This reserve will then be used to fund the interest and
MRP costs if the Council is successful in securing a capitalisation direction to meet the
costs of resolving all claims that have been lodged since the tragedy.

As detailed in paragraphs 2.1 and 15.8 Leadership Team are asked to recommend an
estimated £1.7m of the COVID-19 Recovery/Cost of Living Reserve is drawn down to
fund a £100 council tax rebate to council tax payers for 2023-24 in Bands A-D who are
not in receipt of Local Council Tax Support to help with the current cost of living
pressures.
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Leadership Team are asked to agree that the Executive Director of Resources be
continued to be authorised to agree the transfer to and from reserves up to the value
of £100,000 and be authorised in consultation with the Lead Member for Finance to
agree the transfer to and from reserves between £101,000 up to the value of £250,000.
Any use under the delegations will be included in Quarterly Monitoring Reports to
Leadership Team for noting.

CONTINGENCY

In 2022/23 the Council maintained its contingency at £5.250m due to the uncertainty
that continued around the pandemic at the time of setting the budget in March 2022.

The Council currently expects to not fully utilise this budget during 2022/23 as the
majority of budget pressures this year were foreseen and built into the budget at the
start of the year. Some pressures that have been funded by this budget in 2022/23
have included the TMO Management Fee, additional financial support related to the
Grenfell Public Inquiry and to part fund a reported pressure within Facilities
Management.

It is proposed this budget be reduced to £3.7m for 2023/24 in line with its expected
use in 2022/23 and to reduce service savings required elsewhere in order to set a
robust and balanced budget. This will be used to manage other risks should they
materialise, such as slippage in delivery of savings, unexpected events or additional
revenue costs of capital schemes and new burdens.

Contract inflation remains a key area of concern given the current economic climate.
As part of the budget setting process officers have performed a detailed review of all
contracts by service and it is estimated around £11.5m will be needed to manage these
pressures in 2023/24. This will be held centrally with services drawing down these
budgets during the year as required.

The remainder of the centrally held budgets shown in Appendix 2 is for demographic
pressures within Adult Social Care and any increased contracts costs relating to the
implementation of the London Living Wage.

The Council also holds additional earmarked reserves including the Budget
Stabilisation and Special Projects reserves which can be used to fund one off costs
arising. However once these funds are gone they cannot be used again and therefore
should not be used to fund on-going budget pressures.

The contingency provision will protect the Council’s General Fund balance, for which
the plan is to maintain the latter at £10m, in line with Council’s policy. Any contingency
provision that is not needed will be added to one of the Council’s reserves to deal with
any future fluctuations.

LONDON WIDE PAYMENTS

The Council contributes to a number of London wide services and some of these
contributions for 2023/24 have now been confirmed. As the remaining are confirmed
over the next few weeks, the budgets will be amended before final approval at Council
on 1 March 2023. Any changes from Table 13 below are expected to be minimal.
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The total budget for London Wide Levies is expected to be £9.825m. The most
significant levy relates to concessionary fares and is £5.8m for 2023/24.

Table 13 — London Wide Levies

Levy 2023/24

£000
Concessionary Fares 5,825
Taxi Cards (tbc) 239
London Boroughs Grants Scheme 116
Environment Agency 231
London Pensions Fund Authority 1,382
Garden Squares 2,032
Total 9,825
* Provisional

SCHOOLS BUDGET

The total budget delegated to schools in 2023/24 is £81.3m (after the agreed transfer
to the high needs block and funds agreed for falling rolls and travellers teachers) which
is an average 2.4% per pupil increase. Every school has an increase of at least 0.5%
per pupil compared to 2022/23 funding. Eleven primary schools have a reduction in
pupil numbers of more than 5%, three of these do not have significant reserves and
have not had falling rolls funding more than once and may be entitled to apply for
additional falling rolls funding with the Schools’ Forum agreement.

In addition to the Dedicated Schools Grant (DSG), mainstream schools will be
allocated additional funding through the mainstream schools additional grant (MSAG)
in 2023/24. Schools will have the flexibility to prioritise their spending of the MSAG to
best support the needs of their pupils and staff and address cost pressures. The
indicative allocation of the MSAG for Kensington and Chelsea is £2.792m which
equates to a further average 3.5% per pupil increase. Final allocations for the MSAG
will be confirmed in spring 2023, based on pupil and data on children who have had a
free school meal in the last six years.

The financial position of overall school funding is challenging. The DSG had a deficit
carry forward from 2021/22 of £7.605m. This is expected to reduce to £7.389m at the
end of March 2023. The trend in increasing pupils with high needs and costs is likely
to continue putting further pressure on high needs budgets.

In line with the latest DfE requirements, a deficit management plan was produced in
partnership with schools and agreed with the Schools Forum. However due to the size
of the cumulative deficit and ongoing high needs pressures, particularly in relation to
post 16 pupils, the recovery plan is not expected to balance within five years.
Kensington and Chelsea were selected as one of the 55 Local Authorities invited to
participate in the Department for Education’ Delivering Better Value (DBV) Programme
to identify the highest impact changes to better support children with SEND. After
completing diagnostic work, eligible LAs are able to apply for up to £1m one-off grant
to drive a change programme to mitigate forecast pressure on the high needs budget.
The grant cannot be used to reduce cumulative deficit.
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30.5

31.

31.1

31.2

32.

32.1

32.2

32.3

32.4

Part of the Virtual School Services for Looked After Children, previously charged to the
Central Schools Block of the Dedicated Schools Grant (DSG) will now be funded from
General Fund due to the reduction in the DSG funding at a cost of £41,000.

CONSULTATION

A consultation was carried out on the draft savings, increased service provision
(growth), proposals on fees and charges, and capital investment proposals between
15 November 2022 and 10 January 2023. Information was included on the Council’s
website and was communicated through various channels, including newsletters to the
general public, the voluntary sector, businesses and key partners, inviting them to
contribute.

The draft budget proposals were also presented to the Overview and Scrutiny
Committee meeting on 1 December 2022 and the working group that was established
during 2021/22’s budget process reconvened. A final report on their feedback is due
to be presented at the meeting on 8 February 2023. All responses have been
considered by the Lead Members in putting together the draft budget for 2023/24. A
summary of the feedback received and the Lead Member responses is set out in
Appendix 6 and Appendix 7b. No changes to the draft budget have been made as a
result of the feedback but the feedback will be considered for future budgets and
financial planning.

EQUALITY IMPLICATIONS

Under the Equality Act 2010 the Council has a duty to pay “due regard” to the need to
eliminate discrimination and advance equality of opportunity with regard to the
protected characteristics of age, disability, gender reassignment, marriage and civil
partnership, pregnancy and maternity, race, sexual orientation, religion or belief and
sex and to foster good relations between those who share a protected characteristic
and those who do not The duty to pay due regard does not impose a duty on the
Council to carry out a formal equalities impact assessment in all cases when carrying
out their functions but, where a significant part of the lives of any protected group would
be directly affected by a decision, a formal equalities impact assessment is likely to be
required to demonstrate that the Council has complied with its duty.

Officers have considered whether the recommended increase in Council Tax could
have a particular adverse impact on people who share a protected characteristic. They
take the view that there is no differential impact on any protected group arising from
the Council Tax increase. Separately, and in any event, the Council Tax reduction
scheme protects vulnerable residents on low incomes.

The equalities impacts of specific budget proposals were reported to the Leadership
Team in November 2022 and have been considered in January 2023 alongside the
detailed service budget reports considered by the Overview and Scrutiny Committee.

Where specific budget savings have yet to be decided in detail the equalities impact
will be considered and assessed by the relevant service as part of the final decision-
making and implementation process.
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32.5

33.

33.1
34.

34.1

34.2

34.3

34.4

34.5

In considering whether to approve the draft budget, members are required to comply
with the Public Sector Equality Duty contained in the Equality Act 2010, as set out in
paragraph 32 above. The Equality Impact Assessment is published separately on the
agenda at RBKC Committees > Meetings. The impact of the proposed increase in
Council Tax is described in paragraph 15.1 and 15.2 of this report.

INFORMATION, COMMUNICATIONS AND TECHNOLOGY (ICT) IMPLICATIONS

These are addressed through the report.

LEGAL IMPLICATIONS

Section 25 of the Local Government Act 2003 requires the Council’s Chief Financial
Officer, to report on the robustness of the estimates made for the purpose of calculating
Council Tax and the adequacy of council reserves. Particularly note paragraph 35.1
where assurances have been given that the budget estimates are robust.

The Council is required to set a balanced budget and the Local Government Finance
Act 1992 requires the Council to make estimates of gross revenue expenditure and
anticipated income, leading to a calculation of a budget requirement and the setting of
an overall budget and Council Tax. The amount of the budget requirement must be
sufficient to meet the Council’s legal and financial obligations, ensure the proper
discharge of its statutory duties, and lead to a balanced budget. The budget as
proposed is balanced.

The Council should be satisfied that the proposals put forward are a reasonably
prudent use of resources in both the short and long term, and that the interests of
both Council Taxpayers and ratepayers on the one hand and the users of Council
services on the other are both taken into account.

Under powers contained in the Localism Act 2011, the government can require
compulsory referenda on Council Tax increases above limits it sets. For 2023/24, the
provisional limit is 2.99%. The proposal is within the threshold, so, if it is approved,
the Council will not be required to hold a referendum. The government has also
provisionally announced an additional threshold of 2% for authorities with adult social
care responsibilities.

Section 106 of the Local Government Finance Act 1992, applies to all Members
where:

» they are present at a meeting of the Council, the Cabinet (Leadership Team)
or a Committee and at the time of the meeting an amount of Council Tax is
payable by them and has remained unpaid for at least two months; and,

» any budget or Council Tax calculation, or recommendation or decision which

might affect the making of any such calculation, is the subject of consideration
at the meeting.
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34.6

35.

If the above criteria applies, any Member shall, at the meeting and as soon as
practicable after its commencement, disclose the fact that Section 106 applies to
them and shall not vote on any question concerning the matter. Members are
however still able to speak at the meeting. Failure to comply with these requirements
constitutes a criminal offence, unless any such members can prove they did not know
that Section 106 applied to them at the time of the meeting or that the matter in
question was the subject of consideration at the meeting.

FINANCIAL AND RESOURCES IMPLICATIONS

35.1 These are addressed throughout the report. In addition, in setting the annual budget,

Section 25 of the Local Government Finance Act 2003 requires the Executive Director
of Resources (Section 151 Officer) to report to Members on the robustness of budget
estimates and the adequacy of proposed financial reserves. The Executive Director of
Resources comments that:

| am satisfied that the budget calculations are robust and that the 2023/24 budget takes
account of all known liabilities and financial risks, but in particular it assumes that the
Council will not rely on withdrawals from reserves to meet recurrent revenue
commitments.

For 2023/24 no specific provision has been allocated in service budgets for ongoing
costs relating to the pandemic but contingency has set at £3.7m and there is an
additional allocation of £6.3m for social care pressures and £5.8m for inflation and
other economic pressures bring held centrally that can be utilised.

| consider that current levels of unallocated reserves remain adequate. In setting the
level of general reserves and balances, account has been taken of the key financial
assumptions underpinning the budget, the level of earmarked reserves and provisions,
and the risks facing the Council over the medium-term. Financial Plans assume that
over the planning period the Council is forecast to maintain a target of general balances
of £10m. Maintaining general balances at this level is considered a minimum position.

MIKE CURTIS
EXECUTIVE DIRECTOR OF RESOURCES

Local Government Act 1972 (as amended) — Background papers used in the preparation
of this report.

2023/24 budget files and the Provisional Local Government Finance Settlement 2023/24.
Council Tax Base 2023/24 — approved under delegated authority.

Contact officers:
Lisa Taylor, Director of Financial Management, Royal Borough of Kensington and Chelsea
lisa.taylor@rbkc.gov.uk

Mandatory clearance requirements for all Key and Executive Decision reports

Cleared by Finance (officer’s initials) LM
Cleared by Corporate Finance (officer’s initials) LT
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Cleared by Director of Law (officer’s initials)
Cleared by Communications (officer’s initials)
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APPENDIX 1 - REVENUE BUDGET 2023/24 AND MEDIUM-TERM FINANCIAL POSITION

This Appendix sets out a summary of the Council wide revenue budget for 2023/24 in the
table that follows and also the forecast finance position for the following three years.

The Council aligns its financial strategy with its ambitions through a rolling three-year cycle of
business planning. The current Medium Term Financial Strategy was refreshed in June 2021
alongside the Council Plan, both of which were done so at a time when the ongoing impact
of the pandemic was unknown.

The MTFS can be found at this link on the Council’s website at Tri-Borough Executive
Decision Report (rbkc.gov.uk)

The aim of the financial strategy is to:

e Plan the Council’s finances over the next four years, taking account of both the local
and national context;

e Provide the financial framework for the delivery of the Council’s priorities and ensure
that these priorities drive the financial strategy — allocating our financial resources
whilst also responding to the pandemic both now and over the next few years; and

e Manage and mitigate future budget risks by forward planning and holding reserves
as appropriate;

The MTFS is subject to continuous review and refinement in the light of latest information as
it emerges. The budget position for the next four years, showing the latest resource
projections and estimates of expenditure, is set out in the following table.

The next update to the Medium-Term Financial Strategy will be in summer 2023.
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REQUIREMENT

Agreed Draft | Forecast | Forecast | Forecast

Budget Budget Budget Budget | Budget

2022/23 2023/24 | 2024/25| 2025/26 | 2026/27

£°000 £000 £°000 £000 £°000

Net Service Budgets
Adult Social Care and Public 38,675 38,319 43,566 47,307 49,124
Health
Children and Families Services 42,621 47,195 50,533 52,182 52,769
Environment and Communities 24,486 23,658 26,456 26,087 25,740
Housing and Social Investment 10,938 26,238 27,587 28,618 28,975
Resources and Chief Executive 31,638 24,106 26,881 28,322 29,675
Service Budgets Total 14