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Executive summary

8 ) Value for money arrangements and key recommendation(s)

Commercial in confidence

Under the National Audit Office (NAO) Code of Audit Practice ('the Code'), we are required to consider whether the Council has put in place proper arrangements to secure economy,

efficiency and effectiveness in its use of resources.

Auditors are required to report their commentary on the Council’s arrangements under specified criteria and 2022/23 is the third year that we have reported our findings in this way. As part of
our work, we considered whether there were any risks of significant weakness in the Council’s arrangements for securing economy, efficiency and effectiveness in its use of resources. Where
we identify significant weaknesses in arrangements, we are required to make recommendations so that the Council may set out actions to make improvements. Our conclusions are

summarised in the table below.

Criteria 2022/23 Risk assessment 2022/23 Auditor judgement on arrangements 2021/22 Auditor judgement on arrangements Direction of travel

No significant weakness were

Financial - o - Significant weakness in arrangements for financial No significant weaknesses in arrangements
NI identified at the risk assessment RS oo A by . .
sustainability stage sustainability identified. identified, but improvement recommendation made.
No significant weakness were Our work did not identify any areas of significant - .
. s . . . No significant weaknesses in arrangements
Governance identified at the risk assessment = A weakness, but improvement recommendations A <. . .
K identified, but improvement recommendation made.
stage. raised.
Improvin C S . .
P 9 No significant weakness were Significant weakness in arrangements for Housing N .
economy, . by . . o . - . No significant weaknesses in arrangements
- identified at the risk assessment identified due to failure to meet minimum service A = . .
efficiency and identified, but improvement recommendation made.
; stage. standards.
effectiveness

G No significant weaknesses in arrangements identified or improvement recommendation made.
A No significant weaknesses in arrangements identified, but improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendations made.

© 2024 Grant Thornton UK LLP.
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Executive summary (continued)

Financial sustainability

The Council faces a significant financial challenge in the medium term. In our 2021/22 VM work we found that although it had delivered a
breakeven position in 2021/22 this had only been managed through significant use of one-off underspends and funding, such as treasury
management surpluses. The outturn report for 2022/23 indicated a substantial £25.1.m budget overspend on services (including non-recourse
to public funds pressures and reduced car parking income). This was mitigated by the use of temporary (one-off) measures including £10.1m @
of Treasury Management underspends, £9.6m of residual COVID reserve, £0.5m of General Reserve and £4.9m of other corporate resources

and contingencies. The Council's medium-term position demonstrated that by 2026/27, the Council would be facing a budget gap of
c£50.4m. The base net budget gap for 2023/24 had increased from £8.1m to £26.5m driven up by the increase in inflation and demand. We
made a number of improvement recommendations stressing the need to address structural deficits and develop an effective savings plan.

Financial Statements
opinion

We have completed our audit of
your financial statements and plan

Our 2022/23 VIM work has indicated that the financial position has significantly worsened during 2023/24 and while the Council has made to IS I unguohﬁed audit .
some important progress in the latter part of 2023/24 significant further work will be required to restore financial sustainability in the medium opinion fpllowmg the Full Council
term. meeting in January 2024. Our

findings are set out in further detail
In July 2023 the Medium-Term Financial Plan (MTFP) was updated. This sets out a residual funding gap of £11.3m in 2024/25 increasing to on pages 42 to 44

£32.5m by 2026/27. We note that this included the assumption that £156m of planned savings would be delivered during 2023/24. Discussion
with the Director of Finance Indicates that £8.8m of the £16m of savings target due to be delivered in 2023/2% has not been realised and will
now be covered by the use of one-off collection fund surpluses as agreed by full Council as part of the budget setting process. The £8.8m
undelivered savings have been added to the gap in 2024/25. For illustration, the total £33.7m savings requirement for 2024/25 is
approximately 10% of core spending power - a significant and challenging reduction in budget. The current funding gap that needed to be
closed in the 2024/25 budget is forecast to be £35m. The revised MTFS position as at March 2024 indicates a further funding gap of £64.2m
emerging by 2027/28 which represents a significant challenge.

The Quarter 2 Budget Monitoring Report presented to Cabinet in December 2023 forecasted a £24.7m overspend on the 2023/24 budget. We
note that Q3 shows an improved position with spending controls contributing to a reduced but still significant forecast overspend of £13.1m
for 2023/24. While some of the overspend may be brought back under control, it is likely to contain a significant proportion of permanent
structural pressures and any of this that cannot be managed will need to be added to the current £35m MTFP gap for 2024/25 and is likely
again funded from reserves or other one-off measures. We note that the 2024/25 budget incorporates additional savings above what is
required to balance the budget that will help manage the risk of slippage.

The Council is helped in the short term by holding fairly substantial levels of reserves, sufficient to mitigate the immediate risk to setting a
balanced budget (they have slightly above average reserves in comparison to other London boroughs in proportion to net cost of services).
However, there is a real risk that available reserves will quickly deplete if the Council fail to make substantial recurrent savings over the next 12
months - putting them in considerable risk by 2025/26.

Due to the significance of this matter we have raised key recommendations which have been accepted by Management. See pages 7-8 for
more detail.

-
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Executive summary (continued)

Governance

The Council have begun to make changes to governance arrangements during the 2022/23 year, including refining the risk
management processes and beginning the development of the workforce strategy. However, the pace of change has generally
been slow and further improvements are still required in both of these areas. Whilst the internal audit function is adequate and
has been reviewed externally during the year, the response of the wider organisation to internal audit recommendations
continues to be an issue. The Council has slow organisational responsiveness and a directorate-led approach which may act as
a barrier to achieving the ambitions outlined in the Our Greenwich Council Plan. This was highlighted, along with other areas of
focus in the recent LGA Corporate Peer Review, and we would encourage the Council to implement actions from this review as
soon as possible. In addition, we note that some of our audit recommendations from 2020/21 and 2021/22 have not been
actioned and we would expect to see greater focus on resolving the issues we raise at an earlier stage. We have not found a
significant weakness in arrangement but have raised a number of improvement recommendations. These are in addition to the
remaining outstanding improvement recommendations that were raised in both 2020/21 and 2021/22.

{é}* Improving economy, efficiency and effectiveness

In the prior year, we made several recommendations to the Council for improving economy, efficiency and effectiveness.
However, many of these have not yet been implemented, although there is some evidence that work is underway. During the
year the Council self-referred to the Regulator of Social Housing, which highlighted a delay in carrying out safety inspections.
This as a significant weakness in delivering value for money, due to the failure to meet minimum service standards.
Additionally, the Council needs to make changes to performance management, as it is not currently possible to ascertain a
holistic overview of performance. Directorate performance reporting to panels is ad hoc and needs to be more streamlined.
However, it is noted that partnership working appears to be a key strength for the Council, and it is vital this is capitalised on.
Procurement and contract management needs a comprehensive review in order to achieve value for money. The duplication of
contracts and lack of consistency within contract management needs improvements and should be a key priority for the
Council given the potential for financial savings. We have raised a key recommendation in relation to the significant weakness in
Housing Services, and a number of improvement recommendations, in addition to remaining outstanding improvement
recommendations raised in both 2020/21 and 2021/22.

-
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Use of auditor's powers

We bring the following matters to your attention:

2022/23

Statutory recommendations We did not make any written

recommendations under Schedule 7 of
Under Schedule 7 of the Local Audit and Accountability Act 2014, auditors can make written recommendations to the audited body which  the | ocal Audit and Accountability Act

need to be considered by the body and responded to publicly. 2014,

Public Interest Report We did not issue a public interest report.

Under Schedule 7 of the Local Audit and Accountability Act 2014, auditors have the power to make a report if they consider a matter is
sufficiently important to be brought to the attention of the audited body or the public as a matter of urgency, including matters which may
already be known to the public, but where it is in the public interest for the auditor to publish their independent view.

Application to the Court We did not make an application to the

Court.
Under Section 28 of the Local Audit and Accountability Act 2014, if auditors think that an item of account is contrary to law, they may apply

to the court for a declaration to that effect.

Advisory notice We did not issue any advisory notices.

Under Section 29 of the Local Audit and Accountability Act 2014, auditors may issue an advisory notice if the auditor thinks that the
authority or an officer of the authority:

A is about to make or has made a decision which involves or would involve the authority incurring unlawful expenditure,

A is about to take or has begun to take a course of action which, if followed to its conclusion, would be unlawful and likely to cause a loss
or deficiency, or

A is about to enter an item of account, the entry of which is unlawful.

Judicial review We did not make an application for

judicial review.
Under Section 31 of the Local Audit and Accountability Act 2014, auditors may make an application for judicial review of a decision of an :

authority, or of a failure by an authority to act, which it is reasonable to believe would have an effect on the accounts of that body.

© 2024 Grant Thornton UK LLP. Confidential and information only. Royal Borough of Greenwich Council - Auditors Annual Report 2022/23 | July 2024 6
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Key recommendation 1 (KR 1)

Key Recommendation 1

The Council's members and senior officers must acknowledge the gravity of the medium-term financial outlook and take effective, far-reaching action to
restore a sustainable financial position. Repeated use of reserves to bridge the revenue gap is not a sustainable strategy for the Council and the development
of a robust savings scheme is essential. To improve financial management, the Council should:

i. Review the process of setting and monitoring savings schemes with contingency plans, separating recurrent and one-off savings.

ii.  There should be robust corporate and member oversight and challenge of proposed savings, with responsible managers held accountable for credible,
accurately valued, and realistically timed savings.

iii. ~ The Council should monitor savings delivery regularly and develop mitigating actions for delays or risks.

iv.  Avrealistic plan for replenishing reserves that will be drawn down to cover shortfalls in savings plans as part of wider initiative to reduce reliance on one-
off measures.

V. Savings plans for future years of the MTFS should be developed and discussed with members as soon as possible.

vi.  The effectiveness and speed of delivery of the Rethinking Services programme and Digital strategy in providing realisable cost savings should be
reviewed to ensure that the value from the resources invested in the programme is optimised.

vii.  The findings of the LGA peer review should be carefully considered and action taken to ensure that officers and members are fully focused on the

financial challenge and work together effectively to agree a sustainable savings programme.

Identified significant
weakness in arrangements

Not enough focus has been placed on developing and delivering a cost improvement / savings programme that consists of sufficient recurrent savings. The
savings programme needs to be clearly documented and delivery of core schemes reported regularly to Cabinet so that progress can be monitored. Schemes
should have clear time scales for delivery and delivery should be risk rated within a discrete register.

Summary findings

The Council faces financial challenges due to increased demands and complexity of service provision, inflation, cost-of-living crisis, and workforce pressures. If
savings schemes are not properly developed and risk assessed with appropriate contingencies, the pressure will increase, especially with the use of reserves in
the short to medium term. With the erosion of reserves, the risk of not being able to deliver statutory services has been mentioned by the Council. The most
recent MTFS acknowledges the need to stop the use of reserves.

Criteria impacted by the
significant weakness

@ Financial sustainability

Auditor judgement

Based on the work undertaken, we are not satisfied that the Council has proper arrangements in place. The budget faced significant financial pressures in
2022/23 and 2023/2\4. These financial risks raise concerns about financial sustainability in the medium term, with an inevitable large savings programme
required from 2024/25 onwards to avoid a deficit position. We have therefore identified a significant weakness in arrangements.

Management comments

See overleaf.

© 2024 Grant Thornton UK LLP.
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Key recommendation 1 (KR 1) - continued

Management comments

Councils up and down the country are grappling with the twin impacts of high demand in social care and homelessness, coupled with insufficient
government funding. Health and Adult Services has delivered in excess of the MTFS commitments for the 22/23 period. Despite this there remain pressures
on the HAS budget driven by demand for the service and central government funding not keeping pace with this. Members and officers working hard
together to produce a detailed and substantial savings package for 2024/25 onwards, worth over £33m i.e. around 10% of the council’s net budget. The
use of reserves has been minimised in this process, with instead, other one-off measures adopted in order to smooth the delivery of this sum.

i. The process for the 20214/25 budget setting was changed as set out in response to the further questions below. Overprogramming of around 10% of
the required savings was embedded into the process and the savings report appendix clearly shows which items are recurrent versus those that are
one off (whether that be a one-off resource such as something paused for a year or reserves etc), which provide time for other proposals to start
delivering financial benefit.”

ii.  The 2024/25 budget setting process saw the Greenwich Strategic Leadership Team (GSLT - o joint meeting of the Cabinet the Greenwich
Management Team) meet regularly throughout the process to help with iterating and challenging ideas.

iii.  Savings delivery are being monitored on a monthly basis by GSLT. The first revenue monitor, including savings dashboard will be reported to July
Cabinet. Overview & Scrutiny will review the savings dashboard after the Summer recess. Depending on the detail within those reports, mitigating
actions will be developed as appropriate in order to minimise impacts upon the overall MTFS. The council has a strong track record in developing
mitigations, whereby similar activity was evidenced in the second half of 2023/24 where the council slowed down spending in order to bring down a
large forecast overspend for the year.”

iv.  The council holds risks reserves to cover financial risks such as non-delivery of savings / overspends. Where there has been a drawing on these sums,
the council has been able to replenish from its council tax and business rates accounts (these are the outstanding council tax and business rates
sums received from taxpayers, after the end of the financial year). For 2023/24, non-delivery of savings was set out in the budget report to be fully
met by those accounts. For the same period, overspends have been fully covered by risk reserves. Those risk reserves are being replenished by the
relevant accounts at the start of 2024/25. Overall, the councils risk reserves remain relatively healthy, as they are replenished each year.

v.  The council has commenced the process of developing proposals for 2025/26 onwards. GSLT is once again meeting regularly to ensure this is a joined
up process.

vi.  Of the 118 proposals put forward, 30 (i.e. over one quarter) are part of the “Rethinking Services” portfolio. These proposals total over £12m in 2024/25
(i.e. over one third of the total savings proposals put forward). The work of the digital team is tilted towards ensuring that it is value add and enabling

savings delivery.

vii.  See also response to Improvement Recommendation 8.

© 2024 Grant Thornton UK LLP.
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Key recommendation 2 (KR2)

Key Recommendation 2

The Council must seek to settle the requirements of the Regulatory Notice issued by the Regulator of
Social Housing (RoSH] with respect to the identification of a failure to meet minimum service standards.
The Council should resolve the recommendations to ensure the removal of the Regulatory Notice.

Identified significant weakness
in arrangements

Due to the discovery of a failure to meet minimum standards in a core service, we have identified a
significant weakness in the Council’s arrangements to achieve value for money in this regard. The
Council have failed to manage its service delivery obligations and therefore failed to achieve economy,
efficiency and effectiveness.

Summary findings

In May 2022 the Council self-assessed that it was behind with its safety inspections and self-referred to
the Regulator of Social Housing. The Regulator of Social Housing published a regulatory notice
concluding that the Royal Borough of Greenwich Council had breached the Home Standard and a result
there was the potential for serious detriment to tenants. The regulator confirmed that the Council did not
meet a range of health and safety requirements in its tenants’ homes. The Council failed to carry out:

A 400 risk assessments and hundreds of remedial fire safety actions

A 300 annual asbestos safety inspections

A 10,000 homes did not have a current electrical condition report

A 80 water safety risk assessments.

Criteria impacted by the
significant weakness

@* Economy, Efficiency and
* /) Effectiveness

Auditor judgement

Based on the work undertaken, we are not satisfied that the Council has proper arrangements in place.

Management comments

The Council’s housing assurance framework, as agreed in Cabinet in December 2021 before self-referral,
sets out a rigorous level of member and officer governance, oversight and scrutiny to deliver
organisational assurance that building are safe, and where issues exist, action plans are in place to meet
consumer and other regulatory standards. This assurance framework has subsequently been followed
rigorously, with two annual reports to Cabinet in 2022 and 2023, as well as four reports to Housing & Anti-
Poverty Scrutiny Panel, twelve bi-monthly Cabinet member briefings, four reports to the Housing Delivery
Group and 24 monthly Landlord Compliance Groups. In addition, the Regulator for Social Housing has
met council officers monthly to review the action plan for returning to full compliance which has been
extensive and well resourced. The plan is progressing well, and on target to deliver in the timescales set
out.

© 2024 Grant Thornton UK LLP.
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The range of
recommendations that
external auditors can
make is explained in
Appendix B.
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Securing economy, efficiency and
effectiveness in the Council’s use of

resources

All councils are responsible for putting in place proper arrangements to secure economy, efficiency and
effectiveness from their resources. This includes taking properly informed decisions and managing key

operational and financial risks so that they can deliver their objectives and safeguard public money. The
Council’s responsibilities are set out in Appendix A.

Councils report on their arrangements, and the effectiveness of these arrangements as part of their annual governance statement.

Under the Local Audit and Accountability Act 2014, we are required to be satisfied whether the Council has made proper arrangements for
securing economy, efficiency and effectiveness in its use of resources.

The National Audit Office’s Auditor Guidance Note (AGN]) 03, requires us to assess arrangements under three areas:

Financial sustainability

Arrangements for ensuring the Council
can continue to deliver services. This
includes planning resources to ensure
adequate finances and maintain
sustainable levels of spending over the
medium term

(3-5 years).

Governance

Arrangements for ensuring that the
Council makes appropriate decisions in
the right way. This includes arrangements
for budget setting and management, risk
management, and ensuring the Council
makes decisions based on appropriate
information.

@* Improving economy,
% | efficiency and effectiveness

Arrangements for improving the way the
Council delivers its services. This includes
arrangements for understanding costs and
delivering efficiencies and improving
outcomes for service users.

Our commentary on the Council’s arrangements in each of these three areas, is set out on pages 13-40.

© 2024 Grant Thornton UK LLP.
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In addition to our financial
statements audit work, we
perform a range of procedures
to inform our value for money
commentary:

A

A

Review of Council, Cabinet and
committee reports

Regular meetings with senior officers

Interviews with other members and
management

Attendance at Audit Committee

Considering the work of internal
audit

Reviewing reports from third parties
including Ofsted

Reviewing the Council’s Annual
Governance Statement and other
publications

Royal Borough of Greenwich Council - Auditors Annual Report 2022/23 | July 2024 10



Commercial in confidence

The current LG landscape

&

National context

Local government in England continues to face significant challenges as a sector. These include a high level of uncertainty over future levels of government funding, alongside delays to the
Government’s plans for reform of the local government finance system, impacting on medium-term financial planning. This is also a time of significant levels of inflation - the UK inflation rate
was 7.8% in April 2022, rising to a Yl-year high of 11.1% in October 2022, then reducing to 10.1% in March 2023. Inflation levels put pressure on councils’ revenue and capital expenditure, as
well as the associated cost of living crisis impacting on local communities and businesses, leading to an increase in demand for council services such as children with special education needs
with associated transport costs, debt advice, housing needs, and mental health, as well as impacting on some areas of council income such as car parking and the collection rates of council
tax, business rates and rents. This follows a significant period of funding reductions by Government (2012 to 2017) and the impacts of Brexit and the COVID-19 pandemic which, for example,
have contributed to workforce shortages in a number of council service areas, as well creating supply chain fragility risks.

The local government finance settlement for 2023/24 provided some help to councils but this and the 2024/25 provisional settlement have not resolved the underlying challenges. However,
the Local Government Association, in July 2023, estimated that the costs to councils of delivering their services will exceed their core funding by £2bn in 2023/24 and by £900m in 2024/25.
This includes underlying cost pressures that pre-date and have been increased by the pandemic, such as demographic pressures increasing the demand for services such as social care and
homelessness.

Over the past decade many councils have sought to increase commercial activity as a way to generate new sources of income which has increased the nature of financial risk, as well as the
need to ensure there is appropriate skills and capacity in place to manage such activities.

Local government is coming under an increased spotlight in terms of how the sector responds to these external challenges, including the Government establishing the Office for Local
Government (Oflog) and there has been an increase in the number of councils who have laid a Section 114 Notice, or are commenting on the likelihood of such an action, as well as continued
Government intervention at a number of councils.

There has also been an increase in the use of auditors using their statutory powers, such as public interest reporting and statutory recommendations. The use of such auditor powers typically
derive from Value for Money audit work, where weaknesses in arrangements have been identified. These include:

A afailure to understand and manage the risks associated with commercial investments and council owned companies
a failure to address and resolve relationship difficulties between senior officers and members
significant challenges associated with financial capability and capacity

a lack of compliance with procurement and contract management processes and procedures

p SIS S

ineffective leadership and decision-making.

Value for Money audit has an important role in providing assurance and supporting improvement in the sector.

© 2024 Grant Thornton UK LLP. Royal Borough of Greenwich Council - Auditors Annual Report 2022/23 | July 2024 11
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The current LG landscape (continued)

%

Local context

The Royal Borough of Greenwich Council was created in April 1965 under the Local Government Act, covering an area in the South-East of London. It is bordered by the London boroughs of
Bromley, Bexley, Lewisham, Tower Hamlets and Newham. During 2022/23, the Council had 55 councillors in place across 23 wards, with the most recent elections taking place in May 2022.
The Labour administration has been in control of the Council since 1971.

Greenwich Council area has a population of 289,100 people (2021 census), which is an increase of 13.6% compared to 2011 figures, much higher than the overall increase for England (6.6.%)
and London (7.7%). However, Greenwich is the 17t least densely populated of the 33 London Boroughs.

Greenwich saw London's third-largest percentage-point fall in the proportion of households in the social rented sector (from 34.3% in 2011 to 31.0% in 2021). Despite the decrease, Greenwich
was in the highest 3% of English local authority areas for the share of households in the social rented sector in 2021. The Council has a stock of 20,261 social rented homes and 5,157
leaseholders. The Council’s Annual Report details that they have invested £129m into improving council homes and building new ones through the Greenwich Builds programme.

Central Greenwich contains a UNESCO World Heritage Site centred on the Royal Naval College and Old Royal Observatory. The former is the main campus of the University of Greenwich.
The O, is located on the Greenwich Peninsula, and includes an arena, cinema, exhibition space alongside bars and restaurants.

The Council is grouped into 6 directorates of Children’s Services; Health and Adult Services; Regeneration, Enterprise and Skills; Housing and Safer Communities; Communities, Environment
and Central; Finance and Legal Services. The Council has three subsidiaries and two associates.

© 2024 Grant Thornton UK LLP. Royal Borough of Greenwich Council - Auditors Annual Report 2022/23 | July 2024 12



Financial sustainability

We considered
how the Council:

identifies all the significant financial
pressures that are relevant to its short and
medium-term plans and builds them into
its plans

plans to bridge its funding gaps and
identify achievable savings

plans its finances to support the
sustainable delivery of services in
accordance with strategic and statutory
priorities

ensures its financial plan is consistent with
other plans such as workforce, capital,
investment and other operational planning
which may include working with other local
public bodies as part of a wider system

identifies and manages risk to financial
resilience, such as unplanned changes in
demand and assumptions underlying its
plans.

© 2024 Grant Thornton UK LLP.

Financial Performance 2022/23 and 2023/24

The Council emerged from the COVID-19 pandemic in a relatively
stable financial position. However, 2022/23 saw significant
economic challenges in the aftermath of the pandemic,
including the impact of unusually high levels of inflation, high
energy costs and the subsequent cost of living crisis which put
severe pressure on service budgets. The outturn report for
2022/23 reported o breakeven position in line with the overall
budget. However, as had been the case in 2021/22, there were
significant overspends on key service budgets totalling £14.7m
that had to be mitigated by temporary one-off funding. In
addition, there was a further £7.6m pressure on Transportation
and Parking, primarily due to parking receipts being
significantly less than had been anticipated from changes to
enforcement arrangements. The ongoing financial pressures
reflected in budget performance across the services continues to
contribute to a highly challenging financial position in 2023/24
and in the medium-term.

The key service pressures driving the overspend were in Adult
Social Care, Children’s Services and Housing. Adult Social Care
reported an outturn overspend of £3.9m. Budget pressures within
Adult Social Care are driven by a combination of factors
including more people presenting for care and these individuals
requiring higher levels of support. We note that the projected
outturn at Q2 2023/24 forecasts an overspend of £7.9m for the
service.

Children’s Services reported an outturn overspend of £5.8m for
2022/23. The overspend is mainly due to high-cost residential
placements and transport budgets. The projected outturn at Q2
2023/24 forecasts an overspend of £4.9m.

Commercial in confidence

Housing and Safer Communities reported an overspend of
£3.8m, mainly driven by emergency overnight/temporary
accommodation. The projected outturn at Q2 23/24 forecasts an
overspend of £13.5m.

The temporary one-off funding to cover the gap came from
£10.1m from unbudgeted Treasury benefits, use of Covid-19
Reserves of £9.6m and further corporate resources. The
remaining £0.5m led to a reduction in General Reserves.

With an increasing borrowing requirement from the capital
program, rising external borrowing will make it harder to rely on
similar Treasury benefits in the future (we not that £7m forecast
in 2023/24). The amount generates is also vulnerable to future
changes to interest receivable on investments. We note also that
the Covid Grant was a one-off resource that has now been
expended. In our view, the level of reliance on one-off measures
that the Council has used to mitigate overspends in the past will
not be sustainable in the future.

For the current year 2023/24, the Q2 Report taken to Cabinet in
December forecasted an overspend pressure of £24.7m for the
year. The forecast overspend had increased from the £22.4m
forecast in Q1. The Council has already begun to implement
spending controls and a new Financial Management Board has
been set up to try to develop further actions to bring service
spending under control. We note that Q3 shows an improved
position with spending controls contributing to a reduced but
still significant forecast overspend of £13.1m for 2023/24.

Adult Social Care, Children’s Social Care - SEND Transport and
Homelessness continue to be key drivers of overspending.

Overall, the Council’s budgetary control arrangements have not
been sufficient to mitigate the reported pressures arising in
2022/23 and carrying through into 2023/2L4.

Royal Borough of Greenwich Council - Auditors Annual Report 2022/23 | July 2024 13
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Financial sustainability (continued)

Short and medium-term financial planning

In February 2023, the Council set out a balanced budget for 2023/24 and the Medium-term
outlook for the following 3 years up to 2026/27. The budget was balanced through net in year
savings target of £11.6m and £5.6m from increasing Council tax. In July 2023 the Medium-Term
Financial Plan (MTFP) was updated ahead of the 2024/25 budget planning round. This set out a
funding gap of 11.3m in 2024/25 increasing to £32.5m by 2026/27. We note that this included the
assumption that £15.3m of planned savings would be delivered and that the total funding gap
for 2024/25 would be £26.6m if this was not achieved.

The Council has now finalised the budget for 2024/25. This highlighted that a gap of £38.3m
would to be closed with savings and other options. Cabinet members and the Council’s
management team have been focused on developing options to close this gap. As at March 2024
options to a value of £38.3m had been agreed leaving c.£6m to be identified. Analysis by the
Council’s finance team indicates that taking into account the need to carry forward the forecast
pressures experienced in 2023/24, the total funding gap for 2024/25 is broken down in the
following table:

£11m Underlying MTFS deficit projected following local government finance
settlement.

£15m Planned savings from the Rethinking Services Initiative, that are no longer
considered deliverable in year.

£19m Overspends carried forward that are estimated to be structural, primarily
relating to Heath & Adults Services, SEN transport (Childrens Services),
temporary accommodation (Housing].

£2m Increased revenue from fees and charges

£2m Reduced estimated pressure from pay award 2024/25

£38.3m Total budget gap for 2024/25 (prior to savings plans)

(£33.7m) Less: New savings proposals

£1.4m Add: Investment decisions/ growth

(E6m) Revised budget gap to be funded from council tax increases

£0 2024/25 budget - in balance

© 2024 Grant Thornton UK LLP.

We note that the savings requirement of £33.7m for 2024/25 is approximately 10% of core
spending power and represents a significant challenge for the Council. We note that some
of the forecast 2023/24 overspend is considered by the Council to be temporary in nature.
However, were the overspends to increase during 2024/25 and/or if savings plan delivery
were to fall short of expectations, the total funding gap could grow significantly by the
start of 2026/26. The Council has sufficient general fund reserves to cover the budget
pressures and together with the savings programme is in a position to set a balanced
budget for 2024/25. However, the reliance on large drawdowns from reserves is not a
sustainable position beyond 2025/26, without further significant savings. Given the
Council’s inconsistent track record of savings delivery and managing in year budget
pressures, a significant proportion of the 2024/25 budget will once again be reliant on one
off measures in order to achieve balance.

The Council is still working towards resolving its underlying structural deficit. We are
pleased to see the additional level of focus and arrangements, such as the Financial
Management Board, that have been put in place during 2023, however it is now crucial
that these are made to work and effectively resolve the medium-term financial position.

Arrangements for identifying savings

The Council has a long-established savings programme in place, including the Rethinking
Services Programme and the Digital Strategy with savings benefits agreed in 2020 and
2021 intended to contribute to the financial position throughout the MTFP period. The
Rethinking Services savings were part of a digital investment plan that began in February
2021, with significant investment in digital security, team capacity, and partnerships in
housing repairs, adult social care, and council tax.

The focus of the Council’s financial planning process has been to identify and implement
long-term savings, which may not materially impact the current year's residual savings
targets. To ensure borough services remain funded in the short term while this work is
ongoing, the Council agreed in February 2023 to guarantee any shortfall from reserves.
This is a temporary measure that enables the continuation of borough services until
sustainable savings and transformation under the Rethinking Services Programme are
realised. We have some concerns that the Rethinking Services Programme and the Digital
Strategy have received a significant level of investment in resources but has reached a
mature stage without delivering the significant savings that were intended for it. We note
that the reform of the digital function is necessary to reform the rest of the council and
that some benefit has accrued, for example teHRA savings arising from this work.
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Financial sustainability (continued)

We note that the first tranche of £8.8m of the £16m in year savings target due to be delivered in
2023/24 and 2024/25 has not been realised and will now be covered by the use of one-off
collection fund surpluses. This has been added to the forecast funding gap in 2024/25. The
status of the remaining £6m is to be funded from council tax increases. We are aware that the
organisation is reviewing its savings strategy and developing it into a more sustainable
programme.

In our view, the Council’s difficulty in developing and delivering planned savings during 2023/24
is indicative of a weakness in arrangements. The organisation is in need of greater robustness
and program management around savings delivery. We note that strengthened governance
arrangements around savings development have been introduced during 2023/2%4 including
regular consultation with Cabinet and the Greenwich Management Team and this has enabled
the Council to develop a substantial list of new savings options. It is important that these new
arrangements around savings development and delivery are fully embedded and effective. We
recommend that the new Financial Management board rigorously monitors savings
delivery and holds responsible managers to account. Savings plans must be appropriately
challenged and supported by evidence to provide sufficient confidence on the value and
timing of the projected benefit.

Budget Planning and Monitoring arrangements

Other than in relation to savings, the Council has a well-established budget planning process.
This includes appropriate consultation with services, members and the public. The general
assumptions used to project the impact of inflation and other economic factors are reasonable
and in line with sector practice. The Council clearly identifies in its medium-term plan which
funding sources are one off and which sources are ongoing, so that a clear distinction between
recurrent and non-recurrent spending can be made.

The key areas of overspend in 2022/23 and 2023/2% are considered below. In each case there
are indications that these may be at least in part transient and may ultimately be mitigated with
appropriate management and/or future funding solutions from government. However, in the
meantime, the Council must ensure that these areas are managed through its own resources
without undue reliance on reserves.

The budget monitoring process has proved to be effective in highlighting emerging budget
pressures and outlining mitigating actions. This includes comprehensive but understandable
quarterly reports to Cabinet. However, we note that this has not always resulted in service
spending being brought back into line with budget.

© 2024 Grant Thornton UK LLP.

It is important that budget reporting does not just provide a narrative on pressures and
serves as a prompt for effective mitigating action. We recommend that the
monitoring reports to Cabinet include a more detailed analysis of savings
development and more specific commentary on savings delivery. This will support
the Council’s efforts to implement greater robustness and accountability in the
delivery of savings plans by the services.

Key Financial Pressures - Homelessness/ Temporary accommodation

As of June 2023, the Council was responsible for 1,880 households living in temporary
accommodation (TA), which is the highest number ever recorded, representing a 13.5%
increase from the previous year. The Council projects an overspend of £11,430,200 in Q1
for Emergency Overnight Accommodation (EOA), including hotels and units from nightly
paid TA providers, due to inflationary cost pressures.

This issue is not exclusive to Greenwich, as London Councils reported an increase in TA
spending, higher net deficit on homelessness service spending, and a significant rise in
families living in Bed & Breakfast (B&B) accommodation across the city. At the end of
June 2023, RBG was responsible for 125 families living in B&B hotels, compared to only
12 families the previous year. Families are staying in TA longer, with RBG responsible for
64 families living in B&B hotels for more than six weeks, compared to none the previous
year.

The Council spent around £1 million per month on non-chain hotel EOA TA and around
£800,000 per month on Travelodge in Q12023/2%4. This is against the backdrop of an
overspend of £2.6m in 22/23 on emergency overnight/temporary accommodation. The
supply of non-chain hotel EOA accommodation has decreased, causing rising unit costs,
and the council's use of chain hotels is causing significant financial losses. The Inter
Borough Accommodation Agreement (IBAA] has been breached due to the TA crisis,
resulting in a projected gross overspend on EOA TA ranging from £15.6 million to £19
million. Internal audit have also reviewed TA, which produced a limited assurance
conclusion as published in November 2023.

The Council needs to urgently reduce the use of all TA, with a priority to reduce or
eliminate the use of chain hotels. Work is in progress by the Council to alleviate pressure
in the short term. This includes the development and utilisation of a hotel optimisation
tool to ensure the cheapest chain hotel rooms are being used at any one time.
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Financial sustainability (continued)

Key Financial Pressures - Adult social care

Adult Social Care at the Council is one of the highest risk areas for financial performance. That
risk has only increased further from 2021/22 especially in the first few months of 2023/24. The
Health and Adult Services Department reported an overspend of £3.9m for the 2022/23 financial
year. Notably, there are underlying budget pressures stemming from an increase in demand for
higher levels of support, as well as inflationary pressures on prices paid for provision. The year has
seen a substantial increase of almost 9% in care package spend, with the highest areas of spend
being for Older People and Learning Disability. The increase in spend has been partially mitigated
by grant funding and use of reserves.

Recent under-delivery of savings in Adult Social Care is not unique to the Council. The challenges
noted above have made it increasingly difficult for all Tier 1 councils to fully deliver all savings
whilst managing increasing demand and inflationary pressures. However, in the short to medium
term, if this trend of under-delivery of savings was to continue alongside demand and inflationary
pressures, it would pose a significant risk to the overall financial sustainability of the Council. The
result is the future financial sustainability of Adult Social Care into 2023-24 and beyond is
challenging. The Council is having to grapple with continuing pressures on NHS budgets resulting
in reduced funding contributions. The continuing trend of more placements/packages combined
with higher unit costs per placement/package that the Council has faced in recent years is
unlikely to reduce in either the short or medium term. This is due to wider demographic trends in
the Council area (an ageing population living longer with more complex health and social care
needs), an increasing proportion of the Council’s younger adults population presenting with
complex mental health conditions and/or learning disability needs (many of whom are
transitioning from Children’s services) and care provider markets facing their own financial
pressures due to wider inflationary pressures and workforce shortages resulting in material fee
uplifts for the Council.

Medium to long term financial planning in Adult Social Care has also been constrained by wider
sectoral uncertainty. This includes the delays to key Social Care Reforms. The result is that for
2023/24, the Council is projecting an overspend of £7.9m, which is higher than the previous
financial year's outturn position. These are all structural demand and inflationary pressures
resulting in the current forecast overspend in Adult Social Care. They are unlikely to reduce or
stabilise materially in the short to medium term.

The directorate does have a number of mitigating plans to better manage these pressures in the
future including targeted work to reduce the backlog of client reviews, with a focus on high-cost
care packages. The Service is also introducing more assistive technology to promote
independence and reduce reliance on traditional services. The steps being taken appear to be
those we would expect to see, however it is vital that the delivery of these schemes and

benefitsrealisation is closely monitored.
© 2024 Grant Thornton UK LLP.

Key Financial Pressures - Childrens social care

Childrens Social Care at the Council is another of the highest risk areas of financial
performance. Increasingly this is focused around the cost of providing schools transport
for children with Special Educational Needs and Disabilities (SEND).

At the end of 2022/23 Children’s Services reported an outturn overspend of £5.8m. The
overspend is mainly due to high-cost residential placements and SEND transport
budgets. Underspends were found in staffing budgets, including Family and Adolescent
Support Services, Youth Offending, and Inclusion. The placement budget has the biggest
area of overspend at £4.1m, with a significant increase in the use of residential
placements since 2021/22. Special Educational Needs Transport is another area with @
significant budget pressure, with costs rising year on year due to the increased cost of
commissioning external contractors including taxi firms.

As at Q2 2023/24, the Council is forecasting a further overspend of £4.9m in Children’s
Social Care. This material forecast overspend in Childrens Social Care is being driven by
a number of factors including increasing SEND Transport Costs and further increases in
the average weekly cost of external residential and fostering placements. Again, these
are all structural demand and inflationary pressures resulting in the current forecast
overspend in Childrens Social Care. They are unlikely to reduce or stabilise materially in
the short to medium term. However, the directorate does have a number of mitigating
plans to better manage these pressures in the future including:

A Revisions to the Home to School Travel Assistance Policy which offers a personal
travel assistance budget.
Establishment of an Entry to Care Panel to oversee decision making and resource
implications and reduce the number of children in the Council’s care.

A Development of an adolescent unit which, when it has children in its care, should
generate savings.

However, as with Adult Social Care, it is important to note that in the short to medium
term, if these mitigating plans do not eliminate the recent trend of under-delivery of
savings as well as stabilising and/or reducing current demand and inflationary
pressures in Children’s Social Care, they will continue pose a significant risk to the
overall financial sustainability of the Council. In this case, delivery will need to be closely
monitored and additional measures taken to ensure that remedial plans remain on track.
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Financial sustainability (continued)

Managing risks to financial resilience including use of Reserves

The Council faces considerable risks concerning its future financial position, with ongoing funding issues including the New Homes Bonus Consultation which is awaited and poses a risk of
£3.7m. Additionally, the Fair Funding Review has been delayed, possibly until 2026/26, and changes in the funding formula around the Area Cost Adjustment are likely to reduce several
million pounds from the Council's assessment of need. The timing of the Business Rates Retention reset is uncertain, but it could result in growth of approximately £7m. The Council is also
facing significant price increases related to social care, temporary accommodation, waste services, inflationary pressures, and the cost of living.

The Council has employed an internal borrowing policy, utilising existing reserves and balances to fund capital investment and minimise external borrowing costs. As a result, the level of
internal borrowing increased to £309m by the end of 2022/23. This approach has been acknowledged as temporary, enabling the Council to delay borrowing while surplus cash was
available. However, due to the increased borrowing requirements for the capital program, the Council will need to transition to external borrowing. This means that achieving the above
Treasury saving would be challenging in the upcoming years. In 2022/23, £4.9m of corporate resources and one-off funding has been utilised to alleviate heightened pressures.

Previously, it was noted that a significant difference between the actual outturn and budget could destabilise the Council's financial strategy. Compared to many of its peers facing financial
challenges, the Council is in a relatively strong position in regard to reserves (see chart below based on published 2022/23 draft accounts for London Boroughs). This can only provide a short-
term measure to manage financial risks, however it can help the Council to absorb some of its current financial pressures and facilitate additional time for the Council to deliver the high level

of savings it requires.
At 31 March 2023 the Council had approximately £209m of usable earmarked revenue

reserves. In addition, a further £19m of unallocated general fund reserve was held.
According to the Council’s latest forecast, as at 31 March 2024 earmarked reserves of
£196m would remain, after the use of £11m of risk and COVID-19 reserves to cover the
residual impact of the 20203/24 overspend (after the use of Treasury management
surpluses and other one-off revenue contingencies). This value is set to reduce by a
further £2-3m as a result of the slight worsening of the forecast revenue outturn position

at Q2.

General fund and non-schools earmarked general fund reserves as a percentage of net service revenue expenditure (%)

Within this value only £43m is set aside to manage financial risk but only £12m of this is

available for general unspecified risks, including those relating to potential future

. changes to business rates. This is currently sufficient to cover the gap between identified

| savings options and the total forecast deficit for 2024/25. However, further slippage
against plan or failure to deliver sufficient savings options would significantly reduce the
Council’s ability to manage its identified and as yet unidentified risks in 2024/25 and
beyond. Even if the 2024/25 budget and savings are delivered as planned, the Council
would still have significant further savings to make to enable balanced budgets to be set
overt the remaining life of the MTFP. Furthermore, reserves would be significantly
depleted to the point where further budget overspends of shortfalls on savings plans at
a similar level to those seen in 2023/24 could no longer be safely covered from reserves.
We note that the Council is developing a reserves replenishment mechanism that should
help build reserves from 2024/25 onwards.
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Financial sustainability (continued)

Workforce planning

As was noted in the prior year audit, financial planning should be aligned to other strategic
documents including a workforce plan and this is still outstanding. An Apprenticeships and
Workforce Planning review has been undertaken, with work being conducted on an updated
Workforce Strategy. This strategy will provide a framework for workforce planning as has
previously been recommended. This is particularly relevant to financial sustainability as the
council is looking to reduce its reliance on contingent workforce, has staff shortages within social
care and is aiming to reduce its agency staff utilisation. Other key risks relate to succession
planning for a relatively mature workforce and making sure that the Council recruits and
develops the digital and technology skills it will need to fulfil it ambitions for transformation.

Housing Revenue Account

In March 2022, the Housing Revenue Account (HRA] had revenue balances of £9.6m, consisting of
a Minimum Working Balance of £3.8m and Earmarked Balances of £5.7m. The HRA revenue
outturn position reported to Cabinet for 2022/23 shows a final overspend of £1.2m. The overspend
is attributed to Asset Management (£3.0m), Void Loss (£1.2m), Repairs and Investment (£1.6m),
Estate Services (£1.8m), and Tenancy Services (£1.1m).

The repairs transformation programme is addressing the inflationary costs of subcontractors and
the increase in staff required for building compliance functions. Management is focusing on
decreasing the number and turnaround times of voids, although the void loss has remained
consistently at £1.2m. Capitalisation of a larger percentage of the costs of additional work to
address the pandemic backlog for responsive repairs and voids has resulted in a significant
movement from a forecast £0.4m overspend for Repairs and Investment. Inflationary pressures,
including energy cost increases, have impacted estate services, and an increase in pay award
above the budgeted amount and lower than expected leaseholder income has caused an
increase in tenancy services costs. The final overspend position of £1.2m was covered by
earmarked HRA balances.

As at O2 the HRA is projecting pressures of £6.5m for the 2023/24 fiscal year. These are being
driven by the social rents cap and the cost of regulatory changes, including fire safety costs post
Grenfell and damp and mould. HRA reserves comprise £8.3m of which £4.1m is held as a minimum
working balance. A further £3.5m of potential benefit has been identified from the potential
capitalisation of costs which should provide sufficient reserves to cover the overspend if it cannot
be mitigated in year. The Council must review its HRA planning in the medium term and take
effective action to restore it to a sustainable position and protect the minimum working
balance. There is a risk that in responding to issues raised by the Housing Regulator,
additional costs may arise that will have to be managed. See commentary on the
Regulators findings under Economy, Efficiency and Effectiveness later in this report.

© 2024 Grant Thornton UK LLP.

Capital Budgets

In our 2021/22 Annual Audit Report we noted that the Council should revise its Capital
budget process to ensure that the budget better reflected the actual outturn, in order to
make the reporting of Capital budget monitoring more meaningful. We are pleased to report
that for 2022/23 the re-profiled Capital budget including HRA developments delivered a net
position in line with budget. We note that the only areas of underspend related to projects
within the service transformation and schools programmes. This was compensated by over-
performance in the HRA housing investment.

We note that as at Q2 2023/24 there has been some slippage in forecast HRA housing
investment and development, however in regard to general fund programmes a relatively
good level of performance against budget had been maintained.

Conclusion

The Council faces a significant financial challenge in the medium term. In our 2021/22 VM
work we found that although it had delivered a breakeven position in 2021/22 this had only
been managed through significant use of one-off underspends and funding. The outturn
report for 2022/23 indicated a substantial £25.1.m budget overspend on services (including
non-recourse to public funds pressures and reduced car parking income). This was again
mitigated by the use of temporary (one-off) measures.

The current funding gap that had to be closed in the 2024/25 budget was £35m. The
Director of Finance’s latest assessment as at March 2023 is that they have identified £33.7m
of savings for 2024/25 and are looking at options for the remainder of the MTFS period up to
2027/28, although in the interim any shortfall will have to be from one off measures most
likely reserves. The Q3 Budget Monitoring report presented to Cabinet in December 2023
presents a further forecast £13.1m overspend on the 2023/24 budget. A significant element of
this was added to the MTFP gap. We also note a significant forecast overspend on the HRA.

The Council is helped in the short term by holding fairly substantial levels of reserves,

sufficient to mitigate the immediate risk to setting a balanced budget. However, there is a
real risk that available reserves will quickly deplete if the Council fail to make substantial
recurrent savings over the next 12 months - putting them in considerable risk by 2025/26.

Our 2022/23 VM work has indicated that the financial position has significantly worsened
during 2023/24 and while the Council has made some important progress in the latter part
of 2023/24 significant further work will be required to restore financial sustainability in the
medium term. We have therefore raised a significant weakness in regard to financial
sustainability.
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Improvement recommendation (IR1)

Improvement
Recommendation 1

Monitoring reports to Cabinet should include a more detailed analysis of savings development and more specific commentary on savings delivery.
This will support the Council’s efforts to implement greater robustness and accountability in the delivery of savings plans by the services.

Improvement opportunity identified

The organisation is in need of greater robustness and program management around savings delivery.

Summary findings

We note that strengthened governance arrangements around savings development have been introduced during 2023/24 including regular
consultation with Cabinet and the Greenwich Management Team and this has enabled the Council to develop a substantial list of new savings
options. It is important that these new arrangements around savings development and delivery are fully embedded and effective.

Criteria impacted

@ Financial sustainability

Auditor judgement

Our work has enabled us to identify a weakness in arrangements which we do not consider to be significant but have raised a recommendation to
support management in making appropriate improvements. The budget setting and outturn reports show that some budgets are misaligned or set at
unrealistic levels for the financial year. This lack of alignment undermines the transparency of the budget and the setting of a balanced budget that
aligns with other strategic objectives.

Management comments

A comprehensive realignment of budgets took place as part of the 2024/25 budget setting process to address the structural deficit arising in services
such adult and children's social care and temporary accommodation.

See also response to Key Recommendation 1 (iif).

Progressing the actions management has identified to address the recommendations made will support the Council in addressing the improvements identified from our work. We consider that
the timescales provided by management are appropriate and encourage the Audit Committee to monitor progress of implementation to gain assurance over the arrangements in place. The
range of recommendations that external auditors can make is explained in Appendix B.
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Improvement recommendation (IR2)

Improvement

Recommendation 2 The Council must review its HRA planning in the medium term and take effective action to restore it to a sustainable position and protect the

minimum working balance.

Improvement opportunity identified = The Council needs to improve the financial performance of the HRA to mitigate developing cost pressures.

As at Q2 the HRA is projecting pressures of £6.56m for the 2023/24 fiscal year. These are being driven by the social rents cap and the cost of
regulatory changes, including fire safety costs post Grenfell and damp and mould. HRA reserves comprise £8.3m of which £4.1m is held as a
minimum working balance. A further £3.5m has been identified from the potential capitalisation of costs which should provide sufficient reserves to
cover the overspend if it cannot be mitigated in year.

Summary findings

Criteria impacted @ Financial sustainability

Our work has enabled us to identify a weakness in arrangements which we do not consider to be significant but have raised a recommendation to

Auditor judgement support management in making appropriate improvements as we do not believe a workforce plan is currently being implemented at the Council.

The Council has strengthened the process and support for the HRA medium-term financial strategy by integrating the 30 year business plan across
capital and revenue, and establishing savings programmes in repairs, voids, and income collection. This financial modelling has allowed for planned
borrowing to support capital investment and Council home building (alleviating GF homelessness pressures), and a prudent approach to rent rises,
which have followed the national Rent Standard. This approach was agreed by Cabinet and full Council in February 2023 and again in 2024. A

Management comments particular focus of the repairs transformation and productivity programme has been a review of pay and reward arrangements for council trades
operatives, and the council has already entered into collective bargaining to modify these to allow investment in a more productive workforce. Other
organisational changes in the housing service are underway, including investment in compliance and safety functions. Taken collectively, the HRA
workforce plan reduces the cost base of the HRA MTFS, and increases HRA balances year on year over the next two years. Specifically, the 20214/25
budget process restores the Minimum Working Balance.

Progressing the actions management has identified to address the recommendations made will support the Council in addressing the improvements identified from our work. We consider that
the timescales provided by management are appropriate and encourage the Audit Committee to monitor progress of implementation to gain assurance over the arrangements in place. The
range of recommendations that external auditors can make is explained in Appendix B.
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Governance

We considered how the
Council:

monitors and assesses risk and gains
assurance over the effective operation
of internal controls, including
arrangements to prevent and detect
fraud

approaches and carries out its annual
budget setting process

ensures effective processes and systems
are in place to ensure budgetary
control; communicate relevant,
accurate and timely management
information (including non-financial
information); supports its statutory
financial reporting; and ensures
corrective action is taken where needed,
including in relation to significant
partnerships

ensures it makes properly informed
decisions, supported by appropriate
evidence and allowing for challenge
and transparency

monitors and ensures appropriate
standards, such as meeting
legislative/regulatory requirements and
standards in terms of staff and member
behaviour (such as gifts and hospitality
or declaration of interests) and where it
procures and commissions services.
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Risk management

Our prior year reporting highlighted structural weaknesses in the Council’s risk management processes. Some improvements have
been made during 2022/23. The Strategic Risk Register was approved by the Cabinet on the 16 November 2022, who commented that
the new model was an improvement on previous iterations, however, there is still room for development. In our view, it would be helpful
if the risk register included a direct link to the visions and priorities outlined in the Corporate Plan “Our Greenwich. The Audit & Risk
Management Panel (ARMP) have reviewed the risk register in February 2023, and it is encouraging that there was a drill down and
focus in on one specific risk of Climate Change which is a corporate priority. Deep dives into individual risks can be useful to ensure
the organisation has captured, understood and mitigated the risk more effectively. We further recommend that it would be helpful for
the full risk register to be presented alongside the deep dive to understand the corporate risk profile on a regular basis. In future, key
risks should be selected for a deep dive to address a specific concern or because they are relevant to other matters on the agenda
rather than because it is their turn, this will require a degree of flexibility in the ARMP agenda.

The Council implemented new risk management software in February 2023, and are helping to embed this through use of Risk
Champions. This is a welcome move away from the manual updating of spreadsheets. During 2022/23 the Council have also been
developing a risk management toolkit to support risk management processes. This was agreed by ARMP in November 2023.

Whilst an updated strategy, process, risk register and toolkit are now in place, our discussions with officers have highlighted that the
Council will need to continue focus in this area to ensure risk management is fully embedded across the organisation. There is still work
to do at the directorate level to understand the thread from directorate to corporate level risk management, and there is currently
limited consistency for risk management at the directorate level. The new risk management system includes training modules, which
should be effectively utilised, so all staff are aware of the roles and responsibilities of risk management, throughout the organisation.
The directorate level risk registers should be reviewed on a regular basis by the Greenwich Management Team to ensure alignment with
the Strategic Risk Register.

There is also work needed to make sure risk management is fully aligned to the Council’s strategy, business planning, decision making
and annual budget setting processes. It would also be helpful for the Council to outline their risk appetite in a risk appetite statement.
This will allow the Council to communicate their risk appetite and to outline risk tolerance, highlighting the threshold of impacts they
are willing to accept in pursuit of the objectives outlined in the Corporate Plan.

The Council has arrangements in place for risk management, however processes and use of risk registers Is inconsistent across service
areas. It is encouraging to see that the strategic risk register has now been updated, and that this is being kept under review, along
with the production of an updated toolkit for staff. Although there is further work needed, it is clear that action is progressing in this
area.
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Governance (continued)

Internal audit

The Council has implemented an Internal Audit Charter which is reviewed once a year and
agreed with the Audit and Risk Management Panel (ARMP) and the Director of Finance.
Internal Audit and Anti-Fraud performance reports are presented at the ARMP.

The Internal Audit Opinion for 2022/23 identified that 98.2% of the areas assessed by the
Internal Audit team had demonstrated a high/moderate level of control over the risk
environment. Therefore, it is the Head of Internal Audit’s opinion that the Council can have
reasonable levels of confidence in its financial and management control systems. This
outcome is an improvement compared to prior years.

The Internal Audit team established a plan of a delivery performance of 90% for all audits
to be completed during the year, the actual performance was 84.7%, which is considered
adequate. Although 13 audit reviews were in progress at the end of March 2023 and 13
audit reviews were deferred to the 2023/24 plan. This was mainly due to service areas that
have increasingly requested that audit reviews be postponed allowing the service to deal
with constraints in resources for service delivery and increased requests for more time to
provide information. During the year, 18 follow up reviews were conducted, however in 8 of
these, recommendations remained outstanding. Deferred audits should be carried out as
soon as possible and it is important that the Greenwich Management Team underline to
service areas the importance of internal audit work, to reduce delays to audit plan delivery
and to ensure recommendations are implemented in a timely manner. This improvement
was raised in our prior year work and has therefore not yet been actioned. In order to
support this the Audit and Risk Management Panel should review the reasonableness of
deferrals to audit work, this has been recommended as part of our follow-up of prior year
recommendations on Page 41.

The Internal Audit function received an external Public Sector Internal Audit Standards
(PSIAS) assessment in 2022 - giving the opinion that the internal audit service is generally
conforming to the requirements of the PSIAS and the CIPFA Local Government Application
Note. However, it highlighted that the internal audit service has an experienced and
mature workforce, some of whom may be eligible to take early retirement in the next few
years, representing a risk to the service. At the time of the review, Internal Audit did not
have any form of succession planning in place, nor did it have any trainee or apprentice
auditors in the team. Nationally there is a shortage of qualified and experienced internal
auditors wanting to take up posts in local government.
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The Council have overcome this by recruiting through the Internal Audit Practitioner
Apprenticeship via the Cross Council Assurance Service. This has allowed them to
identify a successful candidate who began their apprenticeship in the team in
September 2023. This is a measured response, but the Council should consider whether
this post is sufficient to address potential skills gaps in the internal audit service, which
may develop in the coming years.

There is one member of the internal audit team who is familiar with using specialist data
analytics software (the IDEA application) although the Service has an active IDEA
licence, team members prefer to use Excel for analysing large volumes of data. Given
the Council’s Digital Strategy, this does not align with the wider ambitions of the
Council and the internal audit service should consider increased use of digital tools.
Overall internal audit arrangements are adequate, although some improvements could
be made as outlined above.

Counter-fraud

As part of the Council’s internal audit team, there is a counter fraud function that
reports quarterly on identifying and mitigating fraud. The team are involved in the
Cabinet Office anti-fraud pilot which is being undertaken as part of the National Fraud
Initiative (NFI) London Fraud Hub and in October 2023, the Council won a counter-fraud
award for excellence by the Institute of Revenues Rating and Valuation (IRRV) for its
work in Protecting the Public Purse.

The Counter-Fraud Annual Report 2022/23 highlighted that during 2022/23, 8 Council
properties and 8 registered social landlord properties were recovered during the year
due to work conducted by counter-fraud with a combined estimated value of £744k.The
Council also continues to provide counter-fraud services to the London Borough of
Bromley under a partnership arrangement. This includes completing counter-fraud
investigations and providing training, for example Fraud Awareness Training was
provided to Bromley Housing Officers in December 2022, and Adult Social Care Staff in
June 2023.

The Council has a 24-hour fraud reporting line that can call or an email account, this
provides an unlimited access tool for anyone internal or external to report fraud to the
council. Adequate arrangements are in place for the prevention and detection of fraud.
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Audit & Risk Management Panel

The Audit& Risk Management Panel (ARMP) met & times during the year. This is in line with
CIPFA’s Practical Guidance for Audit Committees which recommends no less than
meetings annually. However, we did note that during the year there were 10 meetings
booked in the calendar of which 5 were cancelled or postponed. The Council should ensure
that organised meetings take place as planned throughout the year.
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