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AGENDA

The agenda is available online at the link provided and can be printed for
anyone requesting a hard copy. A copy of the agenda has been placed for
public inspection at Newham Town Hall and Stratford Library.

1. Apologies for Absence
2. Declarations of Interest (Pages 1 - 2)
In accordance with the Members’ Code of Conduct this is the time for Members

to declare any interest they may have in any matter being considered at this
meeting. Advice is attached.

3. Minutes (Pages 3 - 18)
Decisions of the Mayor in consultation with the Cabinet made on 15%
November 2018.

4. Appointment to Outside Bodies
The Mayor to announce any appointments that she has made to Outside
Bodies.

5. The Council’s Budget Framework 2019/20 — the Mayor’s Initial Revenue
Budget proposals and Medium Term Financial Strategy to 2022/23 (Pages
19 - 64)

6. Approval of HRA Business Plan (Pages 65 - 80)

7. Carpenters Estate Joint Venture Procurement - Update (Pages 81 - 130)

8. Newham Local Plan: Adoption (Pages 131 - 514)

9. Uniting and supporting Newham schools: the next steps (Pages 515 - 538)

10. Developing a Children and Young People’s Participation and Engagement

Strategy (Pages 539 - 546)

1. Council's response to Brexit (Pages 547 - 552)

12. Council Performance (Pages 553 - 678)

13. Provision of residential placements for Looked After Children as part of a
sub-regional block contract across 8 North East London Local Authorities

(Pages 679 - 692)

14. Expansion of Brampton Manor Academy (Pages 693 - 706)
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15.

16.

17.

18.

19.

20.

21,

22,

23.

Integrated and Independent Mental Health Advocacy (IMHA) Pre-
Procurement Report (Pages 707 - 714)

Treasury Management Mid-Year Report 2018/19 (Pages 715 - 732)
Small Business Portfolio Review (Pages 733 - 742)

Civil Traffic Enforcement and Associated Services (Parking Contract)
(October 2018 (Pages 743 - 752)

Proposed procurement of general transport stores requirements for the
Supply of Refuse Containers (Steel / Plastic) and Supply of Plastic
Refuse Sacks (Pages 753 - 758)

Local Government Act 1972, as Amended by the Local Government
(Access to Information) Act 1985 - Exclusion of Press and Public

In accordance with Section 100(A)(4) of the Local Government Act 1972, the
Committee is asked to resolve that the press and public be excluded from the
meeting for specific items of business on the grounds that they may involve the
likely disclosure of exempt information as defined in the paragraph of Part | of
Schedule 12A to the Act, as amended.

Exempt Appendix for Agenda Item 7 - Carpenters Estate Joint Venture
Procurement - Update (Pages 759 - 764)

This Appendix is exempt by virtue of paragraph 3 of the Access to Information
Procedure Rules set out in the Constitution pursuant to schedule 12A Local
Government Act 1972, as amended.

Exempt Appendices for Agenda Item 17- Small Business Portfolio Review
(Pages 765 - 774)

These Appendices are exempt by virtue of paragraph 3 of the Access to
Information Procedure Rules set out in the Constitution pursuant to schedule
12A Local Government Act 1972, as amended.

Exempt Appendix for Agenda Item 18 - Civil Traffic Enforcement and
Associated Services (Parking Contract) (October 2018 (Pages 775 - 780)

This Appendix is exempt by virtue of paragraph 3 of the Access to Information
Procedure Rules set out in the Constitution pursuant to schedule 12A Local
Government Act 1972, as amended
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Members Attendance at Meetings - Statutory Requirements

Section 85 of the Local Government Act 1972 provides that a Member (Councillor) of
an authority must attend a meeting of the authority as a whole (i.e. Council) or a
Committee, Sub-Committee or a Joint Committee at least once every six months.
Attendance at a meeting of a Committee or Sub-Committee of Council listed below
would count in lieu of a meeting of Council provided that the Councillor was an
appointed member of that Committee or Sub-Committee

Standards Advisory Committee

Local or Strategic Development Committee

Licensing Committee

Overview and Scrutiny Committee or a Scrutiny Commission
Investment and Accounts Committee

Chief Officers Appointment Committee

Audit Board

Health & Wellbeing Board

Corporate Parenting Board

Standing Advisory Council on Religious Education (SACRE)

Members of the Executive (the Mayor and Cabinet Members) also need to attend a
meeting of the Executive i.e. Cabinet at least once every six months.
If you have any queries with regard to this guidance you should contact:

Daniel Fenwick (Monitoring Officer) — 01708 432714
(E-mail: daniel.fenwick@oneSource.co.uk)
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The Local Authorities (Executive Arrangements)
(Meetings and Access to
Information) (England) Regulations 2012

Notice of Intention to Conduct Business in Private

Notice is hereby given that, in accordance with Regulation 5 of the Local Authorities
(Executive Arrangements) (Meetings and Access to Information) (England)
Regulations 2012, the Agenda Item(s) set out below is/are likely to be considered in
private.

The item(s) detailed below will involve the disclosure of exempt information under
specific paragraph(s) (detailed below) of the Access to Information Procedure Rules
pursuant to Schedule 12A of the Local Government Act 1972, as amended:

Agenda Iltem No | Title Reason Exempt

21 Exempt Appendices for Agenda Iltem | Grounds: Commercial
7 - Carpenters Estate Joint Venture Information relating to the
Procurement - Update transaction is exempt by

virtue of Category 3 of
Rule 11 of the Access to
Information Procedure
Rules set out in the
Constitution pursuant to
Schedule 12A Local
Government Act 1972, as
amended.

22 Exempt Appendices for Agenda Item | Grounds: Commercial

17 - Small Business Portfolio Review | Information relating to the
transaction is exempt by
virtue of Category 3 of
Rule 11 of the Access to
Information Procedure
Rules set out in the
Constitution pursuant to
Schedule 12A Local
Government Act 1972, as

amended.
23 Exempt Appendices for Agenda ltem | Grounds: Commercial
18 - Civil Traffic Enforcement and Information relating to the
Associated Services (Parking transaction is exempt by
Contract) (October 2018 virtue of Category 3 of

Rule 11 of the Access to
Information Procedure
Rules set out in the
Constitution pursuant to
Schedule 12A Local
Government Act 1972, as
amended.
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INFORMATION FOR VISITORS

Filming of Proceedings

Visitors are advised that the Council, Councillors and members of the public may film
the meeting and use social media, this is permitted as long as it does not disrupt the
meeting. Please therefore be mindful that you could be being filmed for social media
or recorded, by entering the meeting you are giving your consent to be filmed. Itis
requested that any filming by the public and press is focussed on those participating
in the meeting.

Fire Evacuation Procedure

A fire alarm test is not expected during this meeting; however if the fire alarm sounds
(continuous ringing), staff will direct you to the nearest exit. Please leave in a calm and
orderly manner.

Please do not re-enter the building until you are advised it is safe to do so by the
relevant member of staff. The assembly point is located in the car park.

General Information
Visitors are advised that this is a meeting held in public and not a public meeting.

There is no opportunity for you to speak or address Elected Members, therefore, you
are respectfully requested not to interrupt the meeting.

If you interrupt the meeting and refuse to remain quiet, you will be asked to refrain
from doing so and any further interruptions may result in you being asked to leave.

Visitors and Councillors are requested to turn off mobile phones or set them to silent
during the meeting.
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Agenda Item 2

Members' Declarations of Interest

Matters for Consideration
Revised Guidance — February 2016

The following is offered as a guide to Members. Further details are set out in the Members’ Code of
Conduct, attached as Part 5.1 of the Council’s Constitution.

1.

Disclosable Pecuniary Interests

Disclosable Pecuniary Interests (DPI) are covered in detail in the Localism Act 2011.
Breaches of the law relating to these may be a criminal offence.

1.1 If you have a DPI in any matter on the agenda you must not participate in any
discussion or vote on that matter. If you do so without a prior Dispensation (see
below) you may be committing a criminal offence, as well as a Breach of the Code of
Conduct. The Council's Constitution requires any Member declaring a DPI to leave
the meeting (including any public seating area) during consideration of the matter.

1.2 Members will be asked at the start of the meeting if they have any declarations of
interest. The Council's Code of Conduct requires you to make a verbal declaration of
the fact and nature of any DPI. You are also required to declare any DPIs before the
consideration of the matter, or as soon as the interest becomes apparent, if you were
not aware of it at the start of the meeting.

Non-Disclosable Pecuniary Interest or Non-Pecuniary Interest

21 The Council's Code of Conduct requires you to make a verbal declaration of the
existence and nature of any "Non-Disclosable Pecuniary Interest or Non-Pecuniary
Interest". Any Member who does not declare these interests in any matter when they
apply may be in breach of the Code of Conduct.

2.2 You may have a "Non-Disclosable Pecuniary Interest or Non-Pecuniary Interest" in an
item of business where:

2.2.1 A decision in relation to that business might reasonably be regarded as
affecting your well-being or financial standing, or a member of your family, or a
person with whom you have a close association with to a greater extent than it
would affect the majority of the Council taxpayers, ratepayers or inhabitants of
the ward or electoral area for which you have been elected or otherwise of the
authority's administrative area, or

2.2.2 It relates to interests which would be a DPI, but in relation to a member of your
family or a person with whom you have a close association and that interest is
not a DPI. If the matter concerns your spouse, your civil partner or someone you
live with in a similar capacity, it is covered by the provisions relating to DPls.

2.2.3 It could also cover membership of organisations which you have listed on your
Register of Interests (including appointments to outside bodies), where there is
no well-being or financial benefit accruing to you but where your membership
might be said to be relevant to your view of the public interest.

2.3 A person with whom you have a close association is someone who is more than an
acquaintance, and is someone you are in contact with over a period of time, whether
regularly or not. It is someone that a reasonable member of the public might think you
would be prepared to favour or disadvantage when discussing a matter which affects
them and so covers friends, colleagues, business associates, or someone you know
through social contact.
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24 Family should be given a wide meaning. In relation to the family of both you and your
partner, it would include the parents, parents-in-law, children and step children,
brothers and sisters, grandparents, grandchildren, uncles and aunts, nephews or
nieces, together with the partners of any of these persons.

2.5 You should make a verbal declaration of any such interest in a matter to be
considered at the meeting at the start of the meeting, or before the consideration of
the item of business, or as soon as the interest becomes apparent if you are not
aware at the start of the meeting of the interest.

Register of Members interests

Members are required to complete the Register of Interests and to keep this register up to
date by informing the Monitoring Officer in writing within 28 days of becoming aware of any
change in respect of their DPlIs.

Dispensations

In certain circumstances the Monitoring Officer is able to grant a dispensation to you which
will enable you either to participate in the discussion on a matter, to vote on the matter, or
both. Dispensations can only be granted in limited circumstances. If you believe that you are
able to claim a dispensation you must seek advice as soon as possible from the Monitoring
Officer, who will consider your request.

The Monitoring Officer, under Section 33(2) of the Localism Act, has granted the following
general dispensations to all Members until the Annual Council meeting in 2022, on the
grounds that the dispensation is in the interests of the inhabitants of Newham and/or it is
appropriate to grant the dispensation to maintain a similar position as applied under the
previous code of conduct. This means Members do not need to leave the meeting if their
Disclosable Pecuniary Interest arises and is:

An interest common to the majority of inhabitants in their ward.

An interest so remote that it is not likely to prejudice their judgement of the public interest.
Council housing unless related to their own particular tenancy.

School meals and/or transport unless relating to their own child’s school.

Statutory sick pay for members.

Members allowances.

Setting Council Tax or precept.

Agreeing any Local Council Tax Benefit Scheme.

Interests arising from membership of an outside body to which the authority has appointed
or proposes to appoint them.

o The Local Government Pension Scheme unless relating specifically to their own
circumstances.

Bias and Predetermination

If in relation to any decision, your outside connections may make it appear to a reasonable
person that there is a real danger of bias, or predetermination you should seek advice as to
whether it is appropriate for you to participate in any discussion about the matter and in the
decision, regardless of whether or not you consider that you should declare an interest as
defined above.

For further advice about these matters please contact the Monitoring Officer, Daniel Fenwick
on 01708 432714
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Agenda Iltem 3

CABINET MEETING
Meeting held on 15th November 2018
at Council Chamber, Newham Town Hall, East Ham, E6 2RP - Newham Town
Hall
Present: Councillor Rokhsana Fiaz OBE (Chair)
Councillors Charlene McLean, John Gray, Julianne Marriott,
Susan Masters and Terry Paul

Other Members None
Present:

Apologies: Councillor Rachel Tripp
The meeting commenced at 6.00 p.m. and closed at 7.25 p.m.

1. Declarations of Interest
There were no declarations of interest.
2. Minutes

The minutes of the meeting of Cabinet held 15 October 2018 were agreed
as a correct record subject to the following amendment:

Item 3 - Mid-Year Review 2018/19 Budget and Overall Financial
Position to 2021/22, recommendation 3 (i) to read:

‘Consider a revised strategy in relation to council tax of increasing
the core council tax each year at or below inflation, and that further
officer planning work for the Medium Term Financial Strategy (MTFS)
should assume an average increase of 2% per annum’

The minutes of the Mayoral Proceedings held 15t October 2018 were
agreed as a correct record.

3. Announcement by the Mayor

The Mayor informed Cabinet that she had formally appointed Conor
McAuley to the Board of Local Space.

4. Housing Delivery Statement
Cabinet received this report setting out the Housing Delivery Statement
which detailed how the borough intended to deliver on the Mayor’s vision

for housing, focused on engaging residents in decisions about their
neighbourhoods; delivering more genuinely affordable homes for local
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people; and clearly articulating Newham's values and ways of working to
potential partners.

The Mayor introduced the report stating that the Housing Delivery
Statement was a vision for housing delivery in Newham which aimed to
transform the borough and the lives of residents for the better.

The Mayor said that the Housing Delivery Statement detailed a new
approach to housing which understood the housing challenges faced by
the borough. The Statement was a clear commitment to put residents at
the heart of decision making about their neighbourhoods; deliver genuinely
affordable homes and work with partners to meet ambitious pledges.

In response to questions from Members, the Mayor stated that there would
be further announcements on major sites including Carpenters Estate and
Canning Town and Custom House and she would be happy to meet with
local Councillors for those areas.

In response to further questions the Mayor said that the review of under
occupied homes would form part of a review of the allocations policy.

The Mayor asked whether the funding granted by the Mayor of London
would be sufficient to deliver the pledge to build 1000 new homes. The
presenting officer stated that there was much to do but this was a good
starting point. The new build programme would go alongside other
proposals including the review of the allocations policy and harnessing
partnership arrangements to help deliver homes for residents.

Cabinet agreed to:

i. Note the Housing Delivery Statement

ii. Note that this is the first part of a wider housing delivery plan,
which will be developed into a five year housing strategy

iii. Receive regular updates on housing delivery in Newham
Alternatives Considered
Not Applicable
2018/19 Budget Amendment

Cabinet received this report which provided an update on the Council’s
budget for 2018/19.

Cabinet considered a mid-year review of the Council budget on the 15t
October 2018, which identified a number of pressures and a projected year
end overspend of £11.1m. Further work was undertaken to analyse these
pressures and identify additional funding streams. The report identified the
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adjustments required to the budget to maintain financial sustainability and
bring forecast spend back within budget for the current year.

Councillor Paul introduced the report advising that the forecast overspend
reported to Cabinet in October had been reduced. He added that following
the CIPFA review there were now controls in place for improved
governance and financial controls to ensure spend was managed within
the revised budget.

In response to questions from Members the presenting officer stated that
the report presented a sound budget and the new approach would provide
a process whereby projects could deliver the savings identified.

Councillor Paul replied that the financial health check undertaken by the
Chartered Institute of Public Finance and Accountancy (CIPFA) would be
published shortly.

Cabinet Agreed:

i) the revised budget as detailed in appendix A, including
utilising funding available from additional business rates
and related section 31 grant receivable in the current year;

i) to provide additional funding to our Children’s & Young
Peoples service to reflect the current level of pressure on
these budgets;

iii) to not implement the £5m transfer to the general fund
balance, previously agreed at Council in February 2018,
thus reducing the projected overspend by that amount;

iv) the re-profiled capital programme;

V) to note the proposed additional steps to strengthen
financial controls and governance arrangements, as set out
in paragraphs 4.11 to 4.13 of the report; and

vi) To note that Children’s services, with direct input from the
Interim Chief Executive and the Interim Executive Director of
Financial Sustainability are currently drawing up a costed
and timed programme to deliver a sustainable, modernised
service for subsequent discussion with the Mayor and
Cabinet members.

Alternatives considered
Alternatives are to leave budgets as previously approved, although this
would not reflect the current pressures that the Council is under or provide

a clear basis for managing budgets for the remainder of the current
financial year.
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Area 7 (Hallsville Quarter) - appropriation of Council land for planning
purposes under Section 122 Local Government Act 1972

Cabinet received this report which requested re-designation of the Council
owned land needed for phase 3 of a mixed-use town centre scheme from
housing to general planning purposes. The delivery of affordable housing
remains a priority for the Council and, in addition to new town centre
facilities; this phase of the development would deliver 620 homes of which
199 would be affordable, including some extra care. The re-designation
would address potential risks arising from challenges and enable
construction of phase 3 of the scheme to proceed in line with the outline
planning consent granted in 2012 and s73 permissions granted since.

The Mayor introduced the report advising Cabinet that this would enable
construction of phase 3 of the scheme in line with the outline planning
consent granted in 2012 prior to the new administration. The development
would deliver 620 homes of which 199 would be affordable including extra
care rented units for the elderly.

Cabinet Agreed:

(i) that the Area 7 land outlined in red at Appendix 1 is no
longer required for the purposes for which it is currently
held;

(ii) in principle, to appropriate the Area 7 land outlined in red at
Appendix 1 for planning purposes under $122 (1) of the
Local Government Act 1972.

iii) to delegate authority to the Interim Director of Regeneration
& Planning, following consultation with the Cabinet Member
for Regeneration, Planning and Housing Delivery, to:

a) determine and implement the appropriation

b) agree the timing of the implementation and the
detailed terms of related appropriation matters

c) agree the detailed terms of any Deed of Variation

that may be required to the PDA
d) deal with any other incidental matters

Alternatives considered
Detailed in exempt Appendix 2 Supplemental officer report
Plashet Road Development

Cabinet received this report which sought approval for the Plashet Road
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development proposal. Funding for the project was included within the
capital programme to be considered as part of the 2018/19 Budget
Amendment report set out on the agenda.

The construction phase of the Plashet Road development would include
the provision of 55 affordable housing units, a flexible community space
and a nursery to accommodate up to 75 childcare placements.

Councillor Gray introduced this report stating that this was a good news
story and that the affordability element of the development had been
increased. The development would include 27 social homes and 28
shared ownership units.

The Mayor commended the work undertaken on this development.
Cabinet Agreed:

i) To approve the Plashet Road Development scheme Option1,
incorporating the development of 55 residential units of which
27 would be owned and funded within the Housing Revenue
Account (HRA) at cost and let at social rent values, the
remaining 28 units to be sold via Shared Ownership disposal; a
Community Centre and Nursery, The Net Present Value (NPV)
for Option1 is £2.89M.

Alternatives Considered

1. Do nothing — this is not viable as this would leave a vacant
undeveloped area of land vulnerable to vandalism, unauthorised
occupation, anti-social behaviour; significant security costs and
reputational damage to the Council.

2. Other design options - During the early stages of the scheme several
design options were considered. These were discounted in favour of
the current design proposals, which successive Project Boards have
considered best suits the aspirations of the Council

3.  The Council modelled a further two viability options, namely:
. Option 2
The low cost home ownership Shared Ownership units being
disposed as Shared Equity units, with a resulting £1.12M,
NPV;
. Option 3

Future New Home purchases 12 units for rented
accommodation and the balance remaining as Shared Equity
units for sale with a resulting £1.63M, NPV.

The results and comparison of the business plan viability options are
shown in the appended Plashet Road Development Appraisal report
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Extending the Grounds Maintenance Service

Cabinet received this report which sought approval for a variation to the
current grounds maintenance contract with Serco Group PLC (“Serco”) to
extend it for 6 months from January.

The variation to the contract would allow for a service review and a fully
costed review of delivery models to enable a transparent and well-
considered decision to be made over the future of the service that would
provide best value for the Council and its taxpayers. This was in line with
the pledge by the new Administration to review all outsourced contracts
and ensure that robust procurement processes were in place in the long
term.

Councillor Gray introduced the report on behalf of Councillor Tripp;
Councillor Gray stated the variation allowed additional time to achieve the
best value for the Council.

The Mayor stated that there would be an announcement shortly on the
process for reviewing outsourced services.

Cabinet agreed

i) A variation of the contract for Grounds Maintenance Services
with Serco Group PLC (“Serco”) to extend the duration of the
contract for a period of 6 months from 12 January 2019, noting
the potential financial implications highlighted in Section 8 and
Appendix 1.; and

ii) To delegate to the Director of Community & Environment
following consultation with the lead Member for Environment
and Highways the authority to agree the final terms of the
variation but noting that any significant change to the
agreement at (i) above must be referred back to Cabinet.

Alternatives considered

1. Ceasing to provide the services at the end of the contract is not a
viable practical option for the Council and it would impose significant
risk directly onto the Council (risks outlined in paragraph 4.6). The
complexity of the current service provision and the staffing and
contracting arrangements would bring significant level of risk in
terms of contractual performance; legal risk arising from service
failing e.g. the duty of care to visitors and the complexities of
insourcing of employees on a range of terms and conditions and
also the risk that a number of staff would not wish to transfer into the
Council. Whilst these issues are surmountable, the poor quality of
information currently received from Serco has meant that the level
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and nature of the risks are unknown.

There is now insufficient time to procure the whole contract for the
Services prior to 12 January in compliance with EU rules and allow
time to review the current specification and deliver best value for the
Council. A purpose of the variation is to allow the Council the time
to do so in a compliant manner. This is said in the context of a
decision within the variation period of 6 months as to the future long
term procurement and delivery of the services.

There are frameworks for Grounds Maintenance & Arboriculture
services which have been reviewed for their suitability for delivering
an interim six month contract whilst the Council carry out a service
review and fully costed review of delivery models. However, this is
not a suitable option as the same risks that apply to in-sourcing the
contract in January would apply to transferring the services and staff
to another third party via a framework. These risks to a third party
are:

a) Insufficient information relating to sub-contractors to identify if
they are subject to TUPE.

b) Insufficient staff being available on the transfer date if they
choose not to TUPE as it can be difficult to recruit into some
of the specialist roles.

c) Vehicles and equipment cannot be procured by January
2019, requiring more expensive spot hiring from the market,
incurring a cost of approximately double that of a pre-agreed
lease which would be reflected in the contract price.

d) Legal risks arising from the different terms and conditions of
TUPE’d staff.

Providers would charge a significant extra amount to take on this
level of risk, particularly for such a short contract period, and as
such best value would not be achieved.

The Council could not use a framework without running a mini-
competition as none of the existing frameworks cover the full scope
of the contract. Running a mini-competition would take an additional
4 — 8 weeks meaning that there would be insufficient time to run the
tender, award & standstill period and mobilise.

Urban Newham Project - Award of Contract

Cabinet received this report which sought approval to the award of a
contract to creative consultants enabling delivery of the Urban Newham
Project.

The presenting officer advised Cabinet of minor amendments to paragraph
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10.

4.4 of the report which should state that the award of the contract would be
subject to both the Call-In procedure and a 10 day standstill period which
would end on the 5" December 2018.

The Mayor introduced the report stating that the project was a cultural
regeneration programme aimed at enhancing the vitality of town centres
across the borough. The community would be engaged on the project via
various forums and she encouraged ward members to get involved. The
Mayor asked that officers brief the relevant ward Councillors.

Cabinet agreed to:

i) Authorise the award of contract to creative consultants AOC
Architecture for delivery of the Urban Newham Project;

ii) Endorse the Urban Newham Project’s community engagement
and empowerment through various approaches including via
Council’s Community Neighbourhoods and Community
Assemblies;

iii) That officers send a briefing note on the project to the relevant
ward Councillors.

Alternatives considered
The option of using Bloom was considered, however, it was determined
that using the recognised and OJEU compliant GLA/TfL ADUP framework
would better satisfy the project’s broad scope and delivery requirements.
Integrated Carers Support Service Re-Procurement
Cabinet received this report which sought approval to undertake a
procurement exercise for the provision of a Support Service to provide low
level emotional and practical support, via a commissioned Integrated
Carers Support Service.
Councillor Masters introduced the reports stating that she could not stress
enough the importance of carers, who should receive support.
Cabinet agreed to:

i) approve the procurement of the Support Service for three years

(with two one-year extensions) for an annual value of up to

£230,000;

ii) delegate authority to award the contract, following the
procurement, to the Executive Director of Strategic
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11.

Commissioning in consultation with the Cabinet Member for
Health and Adult Social Care; and

iii) delegate authority to exercise the extensions, up to a total
value over the two-year period of £460,000, to the Executive
Director of Strategic Commissioning in consultation with the
Cabinet Member for Health and Adult Social Care.

Alternatives considered

The proposed procurement is a joint exercise between Adult Social Care,
Children and Young People’s Service and Newham Clinical Commissioning
Group.

1. The lead-Commissioner has explored a joint-commissioning
approach with the Council’s neighbouring boroughs; however, they
have advised that their preference is to have provider/s with local
knowledge and a base in their borough, therefore a joint exercise
was not of interest.

2. Consideration has also been given to an in-house team providing
the Service. The main limitation is that an in-house team may not be
able to reach and support as many Carers as desired, as some
Carers, especially Young Carers and Carers of those with certain
conditions, are reluctant to approach the Council for support.

3. There are no external business units currently interested in, or
suitable to deliver this Service.

Request to Procure Domestic and Sexual Violence Community
Services

Cabinet received this report which sought approval for the re-procurement
of the Domestic and Sexual Violence Service contracts which were due to
end on the 315t May 2019.

Councillor Masters introduced this report and advised Cabinet of two minor
amendments to the recommendations as follows:

Recommendation 2.1 to delete the word ‘potential’ and

Recommendation 2.1 ‘Agree that the procurement will be undertaken via a
restricted tendering procedure complying with the Public Contracts
Regulations 2015’

To be replaced with ‘Agree that the procurement will be undertaken via an
open tendering procedure complying with the Public Contracts Regulations
2015,
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12.

Cabinet agreed

i)

To invite tenders for Domestic and Sexual Violence Services,
as outlined in Appendix A, for a contract term of 2 years with
the option to extend for up to a maximum of a further two years
(1+1) at the sole discretion of the Council;

That the procurement would be undertaken via an open
tendering procedure complying with the Public Contracts
Regulations 2015;

iii) That the Executive Director of Strategic Commissioning, in

consultation with, the Directors of Finance and Legal and
Governance shall award the contract, following a compliant
procurement and consultation exercises being undertaken.

iv) To delegate authority to the Executive Director of Strategic

Commissioning to agree any future extension of the contract,
for a period of up to two years, on a 1+1 basis.

Alternatives considered

Alternative options for the MOPAC funded element of the service
are restricted and must align with MOPAC'’s Police and Crime Plan
priorities. To ensure the model addresses specific concerns of the
Newham community the additional LBN contribution and the use of
the Public Health Grant enhances the service area to provide
outcomes pertinent to the locality; and.

These services have been commissioned from external providers
since MOPAC grant allocation in 2013 ensuring delivery by
organisations with an appropriate track record, associated expertise
and existing stakeholder relationships. Providers have brought
processes and systems to the current contract bid as ‘added value’.
These include sector specific Customer Relationship Management
(CRM) systems allowing us to track outcomes.

Procurement Above EU Threshold For The Provision of Specialist
Financial Advice

Cabinet received this report which sought approval to award of the
Specialist Financial Advice Contract to the bidder providing the most
economically advantageous tender.

The award of the contract, following an OJEU tender process would ensure
there was specialist advice available as and when required to support the
Mayor’'s programme and enable the Section 151 officer to access specialist
advice when required.
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13.

The report was introduced by Councillor Paul.

Cabinet agreed the award of Specialist Financial Advice contract to
KPMG for a period of four years with effect from 15t December 2018 or
as soon as possible thereafter.

Alternatives considered

1.  The specialist advice required for innovative projects is not available
internally. The variety of advice — covering taxation, commercial
developments, business transformation, pensions, due diligence,
technical accounting etc. could not be addressed by the recruitment
of staff. Advice is often required on technical or specialist areas e.g.
dealing with tax changes on debt funded projects — where specialist
advice can reduce the Council or its subsidiaries liabilities.

2.  The Council could have arranged its own framework, which would
have required a more detailed specification and more officer time —
the same consultants are likely to have bid.

3. Tender aimed at SMEs — these would not have the breadth and
capacity of the larger accountancy firms. They are likely to be able to
provide more conventional support in respect of accountancy and
book- keeping. Where support of this type is required, this approach
would be more suitable. The tendering process began before the
Council focused on community wealth building, and this will be
addressed in future tenders for this area of work.

Variation to the scope of a construction contract at Forest Gate
School

Cabinet received this report which recommended the allocation of
additional education capital funding to the project to expand Forest Gate
Community School by two forms of entry (2FE). The additional funding
would improve circulation within the school and outdoor provision for
curriculum and recreational use.

The report also sought approval to enter into a development agreement
and to delegate agreement of the detailed terms of the construction
contract to the Executive Director Strategic Commissioning.

Councillor Marriott introduced the report stating that additional funding was
required to make improvements to the exiting design, which had been
granted planning permission two months earlier. In response to questions
from Members the presenting officer stated that following additional
students being admitted to the school the design had been reviewed to
increase outdoor space. This would allow for easier movement around the
school. Further planning permission would be required for the additional
works.
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14.

In response to a further question, the presenting officer said that the
additional money was government money and any savings would be added
back into the schools’ capital budget.

Cabinet agreed:

i) To allocate additional basic need and other schools capital
funding to the project, as set out at para 4.5 of the report, subject
to the grant of planning permission for the contract variation
works;

ii) To vary the contract scope of works as set out at para 4.1 of the
report and to vary the construction contract awarded to Neilcott
Construction Ltd accordingly with a revised contract sum of
£11,829,073, subject to grant of planning permission for the
contract variation works.

iiij To enter into a Development Agreement with Community
Schools Trust, relating to the delivery of the above contract,
including the proposed contract variation, and provision of
places at the school as set out at Para 4.6 of the report; and

iv) To authorise the Executive Director Strategic Commissioning,
following consultation with the Directors of Asset Management,
Financial Sustainability and Legal and Governance, to agree the
detailed terms of the contract, subject to the contract being
delivered in accordance with a valid planning permission and
within the total budget available.

Alternatives considered

Implement current scheme, the school doe not consider that this scheme is
workable and is only willing to enter a development agreement to provide
an additional 1FE as a result

Disposal of 20 Chalkwell Avenue, Westcliffe on Sea, Southend on
Sea SS0 8NA

Cabinet received this report which sought approval for the disposal of 20
Chalkwell Avenue, Westcliff on Sea, Southend on Sea SSO 8NA on the
open market to meet the best consideration requirements of the s123 of the
Local Government Act 1972. The report therefore sought approval to sell
the freehold of the property on the open market.

Councillor Paul introduced the report advising Cabinet that the property
was vacant and surplus to requirements. In response to a question from
the Mayor the presenting officer said this was an asset previously used as
a care home.
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Cabinet agreed

i) The disposal of the freehold interest on the open market;

ii) To delegate authority to the Director of Asset Management
Services to use an appropriate method of disposal for this
transaction to achieve best consideration;

iii) To delegate authority to the Director of Asset Management

Services to negotiate and agree heads of terms for
disposal;

iv) To delegate authority to the Director of Asset Management

Services to negotiate and enter into an agreement for sale
and to conclude the transaction, in consultation with the
Director of Legal Services and Governance and the Lead
Member for Finance; and

To note that the property is located outside the London
Borough of Newham and the asset is surplus to the
Council’s requirements.

Alternatives considered

1.

The first option to do nothing has been considered. This is not an
option for the Council, as no rental income or capital receipt is being
generated from the valuable asset. The vacant property is
vulnerable to damage or become a target for squatters. This would
result in the Council’s inability to sell or let the property.

The second option considered was for use as Council temporary
housing. Due to the out of borough location this option has been
rejected by Housing Services.

The third option is to market the asset in the open market for rent to
protect it from vandalism, reduce management cost and generate
revenue income. The property is in a very poor condition which
would require substantial rent free period of up to 5 years to be
given to the new tenant. This simply means that the Council would
not receive income from the property in the medium term if a tenant
was secured for the property. In addition, this would prevent the
Council from generating capital receipt in the medium to long term.
Selling the property without vacant possession would reduce the
Council’s ability to generate best value in terms of capital receipt.

The fourth option considered was the redevelopment of the site with
the benefit of planning permission. Unfortunately, the Deed of
Conveyances limits the type of development, number of residential
properties and the use of the site that would have adverse impact on
the value of the site which would not be the best consideration for
the site.
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15.

16.

17.

18.

19.

20.

21.

Local Government Act 1972, as Amended by the Local Government
(Access to Information) Act 1985 - Exclusion of Press and Public

Agreed to exclude the press and public from the remainder of the meeting
during consideration of the following exempt information.

Exempt Appendix for Agenda Item 6 - Area 7 (Hallsville Quarter) -
appropriation of Council land for planning purposes under Section
122 Local Government Act 1972

The matter was considered but not disclosed during consideration of
Agenda Item 6 - Area 7 (Hallsville Quarter) - appropriation of Council land
for planning purposes under Section 122 Local Government Act 1972

Exempt Appendices for Agenda Item 8 - Extending the Grounds
Maintenance Service

The matter was considered but not disclosed during consideration of
Agenda Item 8 - Extending the Grounds Maintenance Service

Exempt Appendices for Agenda Item 9 - Urban Newham Project -
Award of Contract

The matter was considered but not disclosed during consideration of
Agenda Item 9 - Urban Newham Project - Award of Contract.

Exempt Appendix for Agenda Item 11 - Request to Procure Domestic
and Sexual Violence Community Services

The matter was considered but not disclosed during consideration of
Agenda Item 11 - Request to Procure Domestic and Sexual Violence
Community Service.

Exempt Appendix for Agenda Item 12 - Procurement Above EU
Threshold For The Provision of Specialist Financial Advice

The matter was considered but not disclosed during consideration of
Agenda ltem 12 - Procurement Above EU Threshold For The Provision of
Specialist Financial Advice.

Exempt Appendix for Agenda Item 14 - Proposed Disposal of 20
Chalkwell Avenue, Westcliffe on Sea , Southend on Sea SS0 SNA

The matter was considered but not disclosed during consideration of

Agenda Item 14 - Proposed Disposal of 20 Chalkwell Avenue, Westcliffe on
Sea , Southend on Sea SS0 8NA.
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Agenda Iltem 5

LONDON BOROUGH OF NEWHAM

CABINET

Report title

The Council’s Budget Framework 2019/20 — the Mayor’s
Initial Revenue Budget proposals and Medium Term
Financial Strategy to 2022/23

Date of Meeting

4th December 2018

Lead Officer and
contact details

Simon Little, Interim Head of Finance Strategy
E: Simon.little@onesource.co.uk
T: 020 33737549

Director, Job title

Mike O’Donnell, Interim Executive Director of Financial
Sustainability

Lead Member

Clir Terry Paul

Key Decision?

¥es /No | No decisions on service provision are being
made by this report. The report sets out 2019/20
budget proposals as a basis for engagement with
residents and other stakeholders, but final

decisions will be taken by Cabinet and Council in

February.
Exempt ¥es+/No | Grounds:
information &
Grounds
Wards Affected All
Appendices A. Budget Briefing 29" October 2018
(if any) B. Medium Term Financial Strategy

C. Proposals for increased spending on priority areas and
savings

D. Supporting low income households
E. Equalities Impact Assessment

1 Executive Summary

1.1 This report outlines the Mayor and Cabinet’s revenue budget proposals for
2019/20 as a basis for engagement with residents, stakeholders, partners,
staff and their trade union representatives. It also provides the basis for the
Overview and Scrutiny Committee and its Budget Working Party to consider
the administration’s proposals and provide comments on this in advance of
decisions being taken at Cabinet on 5t February 2019 and Full Council on
18t February 2019. The report also sets out the current Medium Term
Financial Strategy (MTFS) position and how changes are impacting on the
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previously forecast budget gaps up to 2022/23.

1.2 The continuation of austerity and ongoing reductions in central government
funding for local government, together with rising cost pressures and local
growth in demand for services means that the Council continues to face a
challenging financial positon over the coming years. The report sets out
proposals which will ensure that the Council’s plans continue to be financially
sustainable and enable the delivery of the necessary investment in the
Council’s priorities over the medium term.

1.3 These budget proposal also represent the first significant shift of investment
into the administration’s priorities; responding to the demands of residents for
more investment in social housing, youth services, helping low paid Newham
residents, free bulky waste collections, health and social care plans for our
vulnerable children, and more investment in Eat for Free school lunches. This
is an enabling budget to deliver the administration’s priorities in line with
manifesto commitments. Over the four years of the Medium Term Financial
Strategy further investment will be shifted across into the new priorities.

2 Recommendations

2.1 Cabinet, is recommended to agree the proposals set out in this report as a
basis for engagement including:

2.1.1 engaging with citizens on the budget proposals, principally through the
Citizens’ Assemblies, to inform the final budget to be approved by the
Council on 18" February 2019;

2.1.2 engaging with staff and their trade union representatives;

2.1.3 engaging with other stakeholders including the Newham Clinical
Commissioning Group, the Metropolitan Police, East London NHS
Foundation Trust, Head teachers and governing bodies of schools in
Newham, home care providers, and other partners.

2.1.4 to refer these specific proposals to the Overview and Scrutiny
Committee’s Budget Working Party for review and comment and
continue to engage with their already scheduled programme of
meetings leading up to their final report on 14t January 2019.

2.1.5 to note that, in terms of the engagement with residents, partners, staff,
trade unions and Budget Working Party, that all feedback must
recognise that the budget is a finite settlement and any alterations,
deductions or additions to the proposals must result in a balanced and
deliverable budget that does not worsen the Council’s risk profile.

2.2 Cabinet, is recommended to note that:

2.2.1 that the date of the Government’s Settlement Funding Assessment
(SFA) is due by 6" December 2018, so the funding position for 2019/20
and the proposals in this report may therefore be liable to change;

2.2.2 that the Government’'s Fair Funding Review and other potential funding
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changes are ongoing, therefore any MTFS position is based on current
funding projections and is liable to change;

2.2.3 the impact of any such changes will be incorporated into the final

budget proposals for decision by Cabinet on 5t February 2019 and
Council on 18" February 2019.

3 Background

3.1

3.2

3.3

3.4

3.5

3.6

Newham has a large, diverse, young, aspirational population that holds huge
potential. It is the most diverse population in the country, with more than 200
dialects spoken.

The population is also one of the fastest growing with the largest population
increase within all of the London boroughs between the 2001 and 2011
census (26%). The GLA projects that the population is set to rise to over
350,000 by 2018, and over 360,000 by 2021. The population of Newham is
young too. The last Census showed that almost two in five residents are
aged under 24, the highest proportion of all London boroughs, and the
projected rate of growth of this section of the population over the next three
years is above the London average (2.6% compared 2.5% for London
overall). The average age in Newham is 31, compared to 40 for the rest of
England. While the proportion of residents aged 65 and over is projected to
be lower in 2018 than London overall (7.3% compared to 11.7% across
London), this is projected to increase at a greater rate than London overall
(9.9% by 2021 compared to a 6.2% increase across London).

In addition to this change and diversity, Newham'’s residents also face
significant issues. Around 5100 households are currently housed in
temporary accommodation and 28,300 households are on the housing
waiting list, a figure that has increased by around 420 per month since April
2018. Newham is one of the most deprived local authorities in the country
and although deprivation is falling, Newham remained the 25" most deprived
borough when the latest Indices of Multiple Deprivation were released
(2015).

The report sets out the current MTFS position for 2019/2020 to 2022/2023,
and the actions being undertaken to address the forecast budget gaps as set
out in the Mid-Year Review Report 2018 presented to Cabinet on 15"
October 2018 and Full Council on 27th October 2018. In addition it also
provides an update on the Government’s Autumn Budget.

The report also sets out specific proposals for a balanced budget for
2019/20.
The approach which has been adopted for this year includes:
¢ to reflect the need for improved financial strategy and planning as set
out in the report from the Chartered Institute for Public Finance and
Accountancy (CIPFA) in response to the Financial Review
commissioned by the Mayor;
e use as a new baseline the reshaped in year 2018/2019 budget as
approved by Cabinet on 15 November 2018 to reflect significant in-year
financial pressures and undeliverable savings proposals,
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3.7

3.8

e to ensure that the assumptions for 2019/2020 and beyond are rebased
to deal with the undeliverable savings from previous years’ budgets
and provide a sounder basis for financial planning in future years;

e the need to take account of the ongoing impact of austerity and the
resulting savings which need to be made, the local pressures from
population change and other demand pressures (particularly in Children
and Young People’s Services) and the need to reprioritise resourcing to
reflect these changes and

e acknowledging that 2019/2020 is a transitional year with significant
steps already being taken to shift priorities and resourcing to reflect the
priorities of the Mayor and administration, but recognising that it will
take more than one year to achieve this transition.

The report is written at a time where there is little certainty on what local
government funding will look like in 2020/21 and beyond. Therefore, the
assumptions used over the medium term may be subject to change as
Central Government concludes the Fair Funding Review and the proposals in
relation to resetting of business rates and start to set out, during 2019, their
assessment of funding for 2020/21 and beyond.

The current high level of uncertainty surrounding the Brexit negotiations has
created further uncertainty to the funding position going forward as well as
significant risk and uncertainty in relation to the wider economic context. The
risk profile for all of local government as a major recipient of Central
Government funding and business rates is heightened whilst this next six
months of resolution of the UK’s positon is resolved. The ongoing level of risk
including risks in relation to funding, staffing and supply chains, mean that
robust financial planning and maintaining adequate reserves will be even
more critical.

4  Considerations & proposals

4.1

4.2

This report is the next step in a new approach to the development of financial
strategy and the oversight of budgets in Newham, making the process more
open and transparent, and builds on the reports to Cabinet on 15" October
2018 (Mid-Year Review of the 2018/2019 Budget and Overall Financial
Position to 2022/2023) and the further report to Cabinet on 15 November
2018 (2018/19 Budget Amendment).

This report now sets out Cabinet’s revenue budget proposals for 2019/2020
as a basis for engagement with citizens, stakeholders, staff and their trade
union representatives. It also provides the basis for the Overview and
Scrutiny Committee and its Budget Working Party to consider the
administration’s proposals. The report also sets out the current Medium
Term Financial Strategy (MTFS) position and how changes are impacting on
the previously forecast budget gaps up to 2022/23. It will be followed by a
further report to the Cabinet, for referral to Full Council, in February 2018 to
approve the Medium Term Financial Strategy, the 2019/20 Budget and
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4.3

4.4

4.5

4.6

Council Tax.

The Section 151 Officer is required under the Local Government Act 2003 to
sign off a balanced, deliverable and sustainable budget for the following
financial year by 11th March.

An initial Equalities Impact Assessment (EqlA) for the 2019/2020 budget
proposals to assess any impact of the proposals is included as an appendix
to this report. Work on more detailed EqlAs in relation to specific proposals
will continue alongside the engagement process and will be informed by it.
These will be incorporated into the final decision making reports for Cabinet
and full Council in February.

It must be noted that the specific enactment of the budget once decided by
Full Council will then, where necessary, take effect through separate
decisions by Cabinet and those decisions will be informed by further and
more detailed equality impact assessments and formal consultation if
required by law.

As part of the Mayor’s commitment to a more open and transparent budget
process, a programme of engagement with residents, partners, staff, trades
unions and other stakeholders will be initiated on the basis of the proposals
set out in this report. Alongside this, where there are statutory requirements
for consultation on specific proposals, this will also be undertaken in advance
of final decisions being taken.

Central Government Funding

4.7

2019/2020 is the final year of the Settlement Funding Assessment (SFA) for
local authorities for the four-year period 2016/2017 to 2019/2020. For the
period 2016/2017 to 2019/20 the London Borough of Newham faced
reductions in its funding amounting to £26.9m or 15.6% (see table 4).

Table 1: SFA Funding reductions as per 2018/2019 Settlement

Newham 2016/2017 2017/2018 2018/2019 2019/2020
SFA £172.7m £160.4m £153.6m £145.8m
Change (£12.3m) (£6.8m) (£7.8m)
Cumulative change (£19.1m) (£26.9m)
Change (7.1)% (4.2)% (5.1)%
Cumulative change (11.1)% (15.6)%

4.8 A breakdown of the SFA into its component parts highlights the reduction in
Revenue Support Grant (RSG) and the increasing importance of Business
Rates and the London Borough of Newham's level of top-up funding as seen
in table 2. The Council is taking part in a Government pilot — a 100%
Business Rates Retention Scheme in 2018/2019 and therefore no RSG was
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received in this year. If the pilot does not continue into 2019/2020, then the
split of the baseline funding will be as shown below. If a second year is
agreed, then the split will change although the overall amount of the SFA will

be the same.
Table 2: SFA breakdown

2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20

Provisional Settlement £m £m £m £m £m £m £m
RSG 1471 119.3 88.1 70.7 56.4 36.2
Baseline Funding 97.4 99.3 101.2 102.0 104.0 153.6 110.5
Made up of:

Retained NNDR 29.5 30.0 30.6 30.8 314 75.0 36.1
Top Up 67.9 69.3 70.6 71.2 72.6 78.6 73.5
SFA 244.5 218.5 189.3 172.7 160.4 153.6 145.8

4.9 The London Borough of Newham accepted a four year settlement by Central

Government to provide a degree of predictability and stability to the SFA
giving greater certainty for financial planning up to and including 2019/2020.

4.10 The acceptance of the offer does not mean that the Council will not

potentially gain from funding available where central government policy has
changed. However, it is recognised that the Council cannot and should not
plan its financial sustainability based on one-off grants from Government

The Chancellor’s Autumn Budget

4.11 The Chancellor of the Exchequer, the Right Hon. Philip Hammond MP

delivered his third Budget on 29 October 2018. As well as the usual updates
on the performance of the economy and the state of the public finances, the
Chancellor made a number of financial and policy announcements relating to
local government. At this stage, it is too early to confirm what the exact
impact on the London Borough of Newham will be and more detail is likely to
emerge over time. Where relevant and possible, his announcements have
been incorporated into the budget proposals.

4 .12 The headlines are summarised below:

o £240 million of new funding was announced for Adult Social Care funding
in 2019-20. This is in addition to the £240 million of winter pressures
funding announced for 2018/2019;

e a further £410 million will be made available to support both adult and
children’s social care in 2019/2020.

e the immediate removal of the HRA borrowing cap was confirmed (from
29 October 2018) and the Government estimates an additional 10,000
homes a year will be built, costing the policy at £4.6 billion over 5 years
(£1.3 billion a year by 2022/2023);

e £420 million of new funding will be made available across England for
pot holes immediately allocated based on the Department for Transport’s
needs based formula.

¢ small business retail relief was announced for retail businesses with a
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rateable value of less than £51,000 p.a. for two years — this will cost
£900 million but the Government has indicated that local government will
be “fully compensated”;
e £675 million of co-funding will be awarded to local authorities over the
next 5 years to help them draw up plans to revitalise high streets;
e £400 million of capital funding was announced for schools to invest in
equipment and facilities in “the little extras” 2018/2019;
e £84 million will be invested over five years to expand programmes for

children in care.

4.13 Economic forecasts were adjusted slightly, with the Office of Budget

Responsibility forecasting a “relatively stable but unspectacular trajectory for
However, the OBR also stated that its forecasts are
based on the assumption of a “relatively smooth exit from the EU next year”
and that there would be “severe short-term implications” of a “disorderly” exit.

economic growth”.

4.14 A copy of the Local Government Association’s briefing on the Government’s
autumn budget statement is attached at Appendix A.

The Council’s Budget Position

4.15 The development of the budget proposals for 2019/2020 and future years

has been based on the following key elements:

e Demographic increases and resulting additional cost pressures for service

delivery

Central government driven cost pressures;
Administration priorities;
Removal of previous budget savings which are undeliverable;
New savings and efficiency proposals.
Proposals in relation to taxation
Increases in specific government grant;
Treasury and Investment savings;

Demographic and government cost pressures

4.16 Some pressures are due to either increasing demographic changes that drive
service delivery demands in areas such as social care, or from decisions take
by central government. These costs need to be incorporated into the budget
proposals, with savings or funding being found elsewhere to cover such
additional costs. See table 3 below for the key assumptions.

Table 3: Demographic and Government Cost Pressures

Pressure 2019/2020 2020/2021 2021/2022 2022/2023

Children’s Services 13,378 12,542 12,542 12,542

Adult Social Care 3,015 3,015 3,015 3,015

Pension Auto Enrolment 1,200 1,200 1,200 1,200

Elections 350 350 350 350

Total 17,943 17,107 17,107 17,107
7
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Administration Priorities

4.17 As indicated above, this budget round is a transitional year in shifting

resources to support the priorities of the Council. Further work on more
closely aligning priorities and resources will be undertaken as part of the

development of the Corporate Plan for the London Borough of Newham. At

this stage, five key priorities have been identified to inform the budget and
MTFS process. These are set out below:

Housing delivery: tackling the social housing crisis, and stepping up the

delivery of genuinely affordable homes for our residents. This will include:

o Delivering at least 1,000 council-owned homes at social rents over the

next four years,

o Establishing a strategic housing delivery plan, that will join up the
Council’'s approach across land, finance, planning and regeneration;
increase the delivery of genuinely affordable homes; and involve people

in decisions about their local area.

o Tackle homelessness with compassion and care, including using
innovative approaches to increase the availability of temporary

accommodation.

Youth Safety / Youth services: making youth safety a priority, and showing

our young people that the Council has their back. This will include:

o adopting a preventative, public health informed approach to improving

youth safety and tackling youth violence;

o establishing a new youth safety board which will conduct an in depth
review of work in this area, involve young people themselves in the

Board and help drive forward changes;

o listening to young people through our youth citizen assemblies, as we

seek to improve our youth services;

Openness and culture change: establishing the London Borough of
Newham as a model of participatory democracy, by involving our residents in
decision making and driving culture change so that the council is open,

transparent and accountable. This includes:

o Establishing a programme of Citizen Assemblies to involve residents in
decisions at a neighbourhood level, and ensuring the council is more

responsive to residents.

o Promoting openness and transparency, putting information into the
public domain as the default such as regular public Cabinet papers on
financial and service performance, open data protocols, and public

questions at Council meetings

Community Wealth building: adopting a Community Wealth Building
approach, to ensure economic growth in our borough is shared locally and
held democratically. This means we will;
o ensure that council resources are used to achieve maximum social
value, and will work in partnership to realise the potential of our
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community; our residents, our businesses, and our voluntary sector.
o review all Council procurement; review our offer on employment and
skills; and look at our support for local businesses and charities.

e Street cleansing and reduction in fly tipping: this has been identified as
one of the key priorities in the first round of Citizens’ Assemblies discussions.

4.18 To help deliver these priorities some areas of investment have been
identified as set out in the table 4 below.

Table 4: Manifesto Priorities

4.19 Consideration has also been given to a number of areas where further
investment is required, however alternative funding has been identified which
means that there will be no impact the general fund budget gap or the council
tax requirement. These include:

2019/20

£000

Ensure housing delivery team is resourced to deliver ambitious programme 500
Investment in youth service 1,400
Programme of Citizen Assemblies to involve residents 250

Removal of previous budget savings which are undeliverable

4.20 As part of the development of budget proposals for 2019/20 and beyond, a
review of existing budget assumptions has been undertaken, in particular in
relation to the deliverability of existing savings initiatives which are currently
being reported as undeliverable. Although the Council has generated major
savings, with the transformation programme delivering £7m, some of these
plans have not been able to be delivered which has generated a shortfall of
£7.8m in the base budget.

4.21 Other decisions taken in prior years have proved impossible to deliver in the
form, envisioned at the time of approval. These budgets will be deleted and
replaced with alternatives to ensure that resources are allocated to deliver

the Council’s priorities.
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Table 5: Amendment to previous assumptions

4.22 Cabinet asked for a review of all the budget lines included in the existing
MTFS and a number were identified as no longer necessary, potentially
double counting costs or subsumed into the more transparent budgeting
process now being undertaken.

Table 6: Removal of unrequired budget lines
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Proposals in relation to taxation
4.23 In the context of significant existing pressures (particularly in relation to
Children and Young People’s Services and Adult Social Care) and the
ongoing reductions in central government funding for central government,
consideration has also been given to the option of increasing tax levels in
future years.

4.24 For these reasons, the current budget proposals incorporate an increase in
council tax of 2.9% for 2019/2020 and a planning assumption of increases of
2% per annum thereafter. In addition, as central government funding has
failed to keep pace with the increasing adult social care needs in our
community, the 2019/2020 budget proposals also incorporate an additional
2% adult social care precept. This is the last year of the Government’s
current adult social care precept regime,

4.25 The budget proposals also incorporate updated assumptions in relation to
additional income from an increasing tax base.

Table 7: Taxation

Increases in specific government grant
4.26 As set out in the budget briefing, the Chancellor announced some short term
funding for both Adult and Children’s Social Care, however this does not
address the very significant long term issues facing social care. The Council
will continue to lobby Central Government to provide a long term, sustainable
funding regime for social care.

Table 8: Short-term Grant Funding
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Treasury and Investment savings

4.27 A review of the current capital programme was undertaken and changes
agreed as part of the 2019/2020 Budget Amendment report agreed by
Cabinet on 15 November 2018. This approach has had the additional benefit
of some short term improvements to investment income and reduced
borrowing costs. A more substantial strategic review of capital priorities and
the development of a new capital strategy will commence shortly with
decisions to be taken at the Cabinet meeting on 5t February 2019.

4.28 The Council is also considering implementing the previously agreed transfer
of cash to the Pension Fund, which will reduce the annual cost of employer
contributions. The Pension Fund investments generate greater returns due
to the greater certainty of cash flows.

Table 9: Treasury/investment

Savings and efficiency proposals
4.29 Consideration has been given to a number of areas where savings could be
made in order to free up resources for other priorities and where increased
efficiency and income generation options can also be identified.

4.30 Further details of each option are included in Appendix C, and summaries of
efficiencies and income generating options are shown in Tables 10 and 11
below.

Table 10: Savings and efficiency proposals
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Table 11: Income generation options

5 Policy Implications & Corporate Priorities

5.1 The budget proposals set out in this paper provide significant new investment
in the Council’s and residents’ priorities. They take account of the views
emerging from the first round of Citizens’ Assemblies. The proposals also
provide for a balanced budget for 2019/2020, together with the outline of a
financially sustainable position over the medium term. The proposals will be
the subject of further significant engagement with residents, partners, staff,
trades unions and other stakeholders and will also be considered by the
Overview and Scrutiny Committee’s Budget Working Party in advance of final
decisions being taken by Cabinet on 5" February 2019 and full Council on
18t February 2019

6 Alternatives considered

6.1 The alternative is to not reflect the administrations priorities or the views of
the Citizens Assemblies and leave council budget as they are. This would not
reflect the current pressures that the Council is under or provide a clear basis
for managing budgets for the remainder of the current financial year.

7 Consultation and Engagement

7.1 There is no legal duty to consult on the setting of the budget or council tax,
however, this report now sets out Cabinet’s initial revenue budget proposals
for 2019/20 as a basis for engagement and, where necessary, consultation
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with citizens, stakeholders, staff and their trade union representatives. It also
provides the basis for the Overview and Scrutiny Committee and its Budget
Working Party to consider the administration’s proposals. Where the Budget
includes decisions to be implemented in 2019/20, where consultation is
legally required (either with the public and / or staff and trade unions) this will
take place before those final decisions are made.

7.2 A separate report elsewhere on the agenda proposed changes to the Council
Tax Reduction Scheme and launches consultation on this matter.

7.3 The engagement proposed in this report will be guided by the principles of
effective financial management as laid down by CIPFA. Feedback will need
to reflect that the budget is a finite sum of money and any changes to the
proposals be they additions or deletions must result in the budget able to
balance and be delivered. The budget proposals must also not result in a
worsening risk profile for the Council in the light of the very uncertain future
nationally.

7.4 Name of Lead Member consulted: Clir Terry Paul
Position: Finance portfolio holder
Date: October 2018

8 Implications

8.1 Financial Implications

8.1.1 The financial implications are set out in the body of the report.

8.2Legal Implications

8.2.1 This report is for noting as part of the preparation of the budget and to
allow for engagement with residents and others on the proposals. The
approval of the budget framework is a matter reserved to Council under
the executive arrangements regime in the Local Government Act 2000
and regulations thereunder.

8.2.2 No decisions on service provision as being made by this report. There is
therefore no duty to consult on the proposals but the Council is informing
the public of the Mayor’s plans. The public engagement on the draft
budget proposals is intended only to inform and engage with the public
on the Mayor’'s intentions.  Where specific decisions within the
implementation of the budget require consultation with the whole or part
of the public, the appropriate consultation exercise will take place before
the final decision is made.

8.3 Equalities Implications
8.3.1 An Equalities Impact Assessment is included at appendix E.

8.3.2 Any equalities implications of decisions taken in any 2018/19 budget
reset, the setting of the medium term Financial Strategy and 2019/20
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8.3.3

8.3.4

8.3.5

8.3.6

8.3.7

Budget will be evaluated and included in the specific reports be
presented in December and February.

The Public Sector Equality Duty (PSED) under section 149 of the
Equality Act 2010 requires the Council, when exercising its functions, to
have due regard to:

(i) the need to eliminate discrimination, harassment, victimisation and
any other conduct that is prohibited by or under the Equality Act
2010;

(i)  the need to advance equality of opportunity between persons who
share protected characteristics and those who do not, and;

(i)  foster good relations between those who have protected
characteristics and those who do not.

‘Protected characteristics’ under the 2010 Act are age, sex, race,
disability, sexual orientation, marriage and civil partnerships, religion or
belief, pregnancy and maternity, and gender reassignment

In meeting its equalities duties, the Cabinet as the decision maker should
have regard to the equalities assessment and information before it. The
discharge of the duty cannot be delegated to officers.

Due regard means giving proper and focussed consideration of the
impact of the decision on meeting its equalities duties. The focus should
be on any adverse equalities implications that will arise from a decision
and how they can be avoided and / or how they are mitigated in the
decisions. The amount of focus on the duties will vary with each decision
and how far they adversely impact on protected characteristics.

As stated, this report does not make any decision on service provision.
An equalities assessment will be carried out for the final budget
proposals in February 2019 and this is compliant with the Council’s legal
duties. Councillors should note that budget decisions on services form
only an allocation of funds to a service or area; they do not constitute the
final decision on service delivery. Where changes to service delivery are
proposed by budgetary changes, a full equalities assessment will be
undertaken before the final decision is made by Cabinet. At this stage,
formative / initial assessments are sufficient to meet the Council’s legal
duties.

9 Background Information used in the preparation of this report

9.1

The Council’s Budget Framework 2018/2019 — Mayor’'s Revenue Budget
Proposals, Medium Term Budget Strategy to 2019/2020 and Council Tax
Settings Proposals — approved by Council 22nd February 2018.
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9.2 Mid-Year Review of the 2018/2019 Budget and Overall Financial Position
to 2022/2023 approved by Cabinet 15" October 2018 as amended by
Full Council on 29 October 2018.
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Appendix A — Budget Briefing 29th October 2018

Overview:

Today (29 October 2018), Philip Hammond delivered his Autumn Budget which he billed
as a “Budget for Britain’s future” and for “hard-working families”, claiming that the “era
of austerity is finally coming to an end”.

This Budget comes with a significant caveat: it is subject to the outcome of the Brexit
negotiations. Over the weekend, the Chancellor was clear in his many media
appearances that an emergency Budget will be needed if Britain leaves the EU in March
without a deal and that the Spring Statement may be upgraded to a full Budget, if
required.

The Budget included a range of measures including: an extra £500m for Brexit
preparations, an end to future PFl deals and an extra £20.5 billion for the NHS over five
years.

Significantly for local authorities it also removed the HRA cap for local authorities with
effect from today. The Budget also announced £650 million in grant funding for English
local authorities in 2019/2020 and co-funding of £675 million for a Future High Streets
Fund to support councils in improving their high streets.

The Budget was not without its gimmicks, including a 50p commemorative coin to mark
Brexit and a new mandatory business rates relief for public toilets, which the Chancellor
said was aimed at ensuring that “local authorities can, at last, relieve themselves".

The LGA have cautiously welcomed the additional money as a “start” but has said that
Government needs to reverse the underfunding of local government in the Spending
Review.

The Budget has received criticism by the Labour Party for being full of “half measures
and quick fixes” and by the Liberal Democrat Party for being a “sticking plaster” and both
political parties have called for greater investment in public services.

The one-off, one year £400m "bonus" to help schools to buy "the little extras they need”
has come under particular fire from a range of educational bodies and teaching unions
for failing to understand the funding pressures facing schools.

Office for Budget Responsibility forecasts

The OBR has downgraded the 2018 GDP growth forecast to 1.3% from 1.5% in March,
due to impact of bad Spring weather

OBR has upgraded the forecast for GDP growth in 2019 from 1.3% to 1.6%, then 1.4% in
2020 and 2021; 1.5% in 2022; and 1.6% in 2023.

The OBR predicts 800,000 more jobs by 2023, resulting in over 4.2 million net new jobs
since 2010.
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Appendix A — Budget Briefing 29th October 2018

e The OBR forecasts sustained real wage growth over next five years.

The OBR forecasts the deficit will be less than 1.4% next year, falling to just 0.8% by
2023/24.

e Borrowing this year is more than £11.6bn lower than expected at the Spring Statement,
at 1.2% of GDP. It is then set to fall from £31.8bn in 2019/2020 to £26.7bn in 2020/2021,
£23.8bn in 2021/2022, £20.8bn in 2022/2023 and £19.8bn in 2023/2024.

e The Chancellor said he is predicted to meet his structural borrowing target three years
early, with borrowing of 1.3% of GDP in 2020/2021, maintaining £15.4bn headroom.

e The OBR confirms that debt peaked in 2016/2017 at 85.2% of GDP and then falls in every
year of the forecast from 83.7% this year; to 74.1% in 2023/2024 - allowing the
Government to meet its target to get debt falling three years early.

Summary of announcements:

Brexit
e An extra £500 million for preparations for leaving the EU.

e A commemorative 50p coin to mark the UK's departure from the EU.

Local Government
e From today, the Government will lift the Housing Revenue Account (HRA) cap on the

amount of money local authorities are able to borrow to build housing.
e A further £650million of grant funding for English local authorities for 2019/2020.
e £45million for the Disabled Facilities Grant in England in 2018/2019.

e £84million over the next five years to expand the Children's Social Care programmes to 20
further councils.

e New mandatory business rates relief for all lavatories made available for public use,
whether publicly or privately owned.

Alcohol, tobacco and fuel
e The cost of a bottle of wine duty to rise by 8p, in line with inflation, in February.

e Tobacco duty will continue to rise by inflation plus 2%
e A packet of 20 cigarettes will go by 33p at 18.00 GMT.

e Fuel duty to be frozen for ninth year in a row.
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Appendix A — Budget Briefing 29th October 2018

e Remote Gaming Duty to increase to 21% for online gambling on "games of chance" from
2019. The Chancellor said that this was to account for the loss of revenue as a result of
Fixed Odd Betting Terminal (FOBT) stake reduction.

Housing
e Stamp Duty abolished for all first-time buyers of shared ownership properties valued up to

£500,000, applied retrospectively to the date of the last Budget.

A further £500million for the Housing Infrastructure Fund, designed to unlock a further
650,000 homes.

e A new wave of strategic partnerships with nine English Housing Associations to deliver
13,000 homes.

Up to £1billion of British Business Bank guarantees to support smaller house builders.

Lift the Housing Revenue Account (HRA) cap on the amount of money local authorities
are able to borrow to build housing.

Lettings Relief to be limited to properties where the owner is in shared occupancy with the
tenant from April 2020.

High Streets
e Co-funding totalling £675million for a Future High Streets Fund to support councils in

improving their high streets.

e Business rate bills cut by one-third for the next two years for all retailers in England with a
rateable value of £51,000 or less, delivering an annual saving of up to £8,000 for up to 90%
of all independent shops, pubs, restaurants and cafes.

Education

e A one-off £400m "bonus" to help schools buy "the little extras they need" - a one-off
capital payment direct to schools worth an average of £10,000 per primary and £50,000
per secondary

Health
e Confirmation of an extra £20.5bn for the NHS over the next five years

e A minimum extra £2bn a year for mental health services

e The NHS 10-Year Plan will include a new mental health crisis service, with comprehensive
mental health support available in every major A&E, children and young peoples' crisis
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teams in every part of the country, more mental health ambulances, more "safe havens" in
the community and a 24-hour mental health crisis hotline.

e £10m for air ambulances.

Transport and infrastructure
e £420 million is being made available immediately to local highway authorities to tackle

potholes, bridge repairs and other minor works in this financial year.

e The National Productivity Investment Fund is to be expanded to over £38billion by
2023/24, so that over the next five years, total public investment is growing 30% to its
highest sustained level in 40 years, including spending on roads, railways, research, and
digital infrastructure.

e Opening the use of e-passport gates at airports - currently available to people from
Europe - to those from the USA, Canada, New Zealand, Australia and Japan

e The Government is abolishing the use of Private Finance Initiative and PFI2 schemes for
future projects. A new centre of excellence will manage existing deals "in the taxpayer's
interest"

Environment and energy
e A new tax on non-recycled plastic packaging.

e No tax on takeaway coffee cups but the Chancellor said that this will be reconsidered if
the industry doesn't make enough progress.

e £60m for planting trees in England.

e f£10m to deal with abandoned waste sites.

Welfare and taxation
e f1lbillion extra over five years to aid transition of Universal Credit and £1.7billion annual

extra to smooth taper rates.
e From April 2019, the National Living Wage will rise by 4.9%, from £7.83 to £8.21 an hour.

e Income tax-free personal allowance to rise to £12,500 and higher rate threshold to
£50,000 from April 2019, and both to be indexed to inflation from 2021/2022.

Defence and policing
e An extra £160m for counter-terrorism police.

e The Home Secretary will review police spending power and further options for reform
when he presents provisional police funding settlement in December.
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An extra £1billion for the Ministry of Defence in the period to the end of next year to boost
cyber capabilities and anti-submarine warfare capacity and maintain the pace of the
Dreadnought programme.

£10m for mental health care for veterans, to mark the centenary of World War One
Armistice.

£1.7m in education programmes to mark the 75th anniversary of the liberation of
Bergen-Belsen concentration camp, in northern Germany.

Business and digital

A new digital services tax on UK revenues of big technology companies, from April 2020.
Profitable companies with global sales of more than £500m will be eligible.

A package of measures to stimulate business investment includes an increase in the
Annual Investment Allowance from £200,000 to £1 million for two years; targeted relief for
the cost of acquiring IP-rich businesses; and a permanent; tax relief for new non-residential
structures and buildings.

Start-Up Loans funding to be extended to 2021, helping 10,000 entrepreneurs.
Contribution of smaller firms to apprenticeship levy to be reduced from 10% to 5%.

Business taxation:

Employment Allowance to be targeted at small and medium businesses with an Employer
NICs bill under £100,000 a year from April 2020.

Entrepreneurs Relief retained, but minimum qualifying period extended from 12 months
to two years.

Threshold for VAT registration to remain unchanged for a further two years. Reforms to
IR35 payroll rules to be extended to large and medium-sized firms in the private sector
from April 2020.
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Appendix B — Medium Term Financial Strategy

Budget Gap as per MTFS February 2018 10,561 17,804 16,271 14,956

Pressures

Potential Revised Budget Gap 38,497 48,069 49,536 51,221

Mitigations




Appendix B — Medium Term Financial Strategy

Potential Revised Budget Gap - 11,027 11,323 14,155
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Appendix C — Growth and Savings Options

11

Children and Young Persons Service (CYPS) & Education

To ensure that Council priorities are delivered and that underfunding of the CYPS is
addressed the following areas of growth are incorporated into the MTFS:

Growth

£000
Ongoing pressures not funded in previous years 8,206
Future growth and placing early intervention and prevention at the 1,909
heart of the service
Deliver SEND action plan and meet EHCP statutory requirement 3,263
Total 13,378

Priorities

1.2

Deliver significant improvements in CYPS through the transformation programme.
Accelerate the required improvements in Children’s Social care and safeguarding,
working with relevant officers so that Newham Council is exemplary in these areas;
Work with the NHS to deliver high quality, easily accessible and community based,
mental health services for all age groups and ethnicities;

Maintain and enhance family nurse partnership for young mothers;

Press for health and social care structures in Newham to be based on locally-
provided and Newham-based services, which are locally accountable, publicly
available ad democratically controlled:

Deliver the SEND action plan and meet EHCP statutory requirements.

Adult Social Care

Adult Social care continues to face financial pressure:

Continuing increases in demand especially in mental health and geriatric services;
Pay inflation in the provider market including National Living Wage and low cost
base;

One of the forms of funding, Adult Social Care Precept, not being implemented by
Newham in 2017/18 and 2018/19, reducing or funding by 2019/20 by £3m;
Independent Living Fund transferred to local authorities, but funded for only three
years;

Complexity of current cohorts becoming frailer with multiple long term conditions.

Although the service continues to make efficiency saving to maintain front line services,
there remains a residual pressures of £3m, which only partially offset by the one-off funding
for 2019/20 provided by the government announced in the last budget.
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1.3 Pension Auto Enrolment

Every three years all employees, not already members of a pension scheme, are
automatically enrolled into the Local Government Pension Scheme (LGPS). The
next date for this enrolment in February 2019, previous experience would indicate
that around 25% of employees enrolled choose to remain in the scheme, the other
75% choosing to leave.

The total employer’s contribution for all of the employees auto-enrolled would be
£4.8m, therefore £1.2m has been included in the budget to cover an assumed 25%
take-up.

1.4 Elections

The Council has elections every four years, rather than take the full cost in just the
year of the election, an amount is being set aside into a reserve so that the cost is
spread over the four years.

1.5 Eat For Free Scheme

The Eat for Free (EFF) scheme provides over 16,000 Key Stage (KS) 2 pupils in
Newham schools with access to a nutritional free school meal, saving parents over
£440/year per child. Access to healthy and nutritious school meals has wider health
benefits for children’s health and development, and is crucial in tackling childhood
obesity rates as well as instilling healthy eating tendencies for later life. For some
children in the most deprived areas of the borough, the well-balanced and nutritious
school meal they receive at school could be their only hot meal of the day. School
leaders, however, often see the alternative of a packed lunch, as not meeting
minimum government nutritional standards and fuels childhood obesity rates. The
Director of Public Health in Newham, for example, considers the eating of packed
lunches a risk to our most vulnerable families.

The scheme also provides economic benefits to the local economy through an
increase in primary school meal uptake rate in schools, which creates additional
catering jobs in the borough. Juniper Ventures, a local authority trading company,
supplies almost 90% of Newham primary schools and is the fifth largest employer in
the borough with 87% of its employees residing in borough. Juniper Ventures’
existing business and growth plans are heavily reliant on the revenue Eat for Free
generates.

However, families who can afford to pay for school meals, who would be required to
pay if they lived in the majority of local authorities throughout the UK, receive a free

school meal. Only four local authorities in England offer a universal free school meal
scheme at KS 2.

The universal EFF scheme has undergone significant delivery transformation over
the last two years to remain operational; including radical changes to the funding
model with an additional increase in council funding of £3.7m.
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The EFF scheme, under its current delivery model, is under significant financial
pressure with a predicted budget shortfall of £1.2m in 2019-20. A reduction of around
2.5% per annum to the Local Authority’s Public Health Grant may further compound
the budget shortfall with a proportional reduction applied to the current £2m budget
contribution from Newham Public Health.

The EFF scheme cannot therefore remain within the allocated budget envelope in
2019-20 and requires a decision on the future delivery model if the scheme is to
remain within the allocated budget. The cost of maintaining the current universal
offer would be £1.247m.

1.6 Schools Partnership

The Mayor, in her successful election campaign, pledged to re-establish a
sustainable partnership with teachers, governors, parents and pupils to unite the
family of Newham schools, and involve them in decisions about education. In July the
Executive adopted the policy to support Newham’s maintained schools to maintain
their current status.

Since this decision, the Cabinet Member for Education and officers have worked
closely with schools and other partners to develop proposals; to build on Newham's
excellent educational progress and ensure that we work together to provide even
better outcomes for all our children and young people. This work has been informed
by discussions with governors, parents, young people, elected members and unions.

A number of options are being considered, the maximum contribution from the
Council would be £200k for a full year, and the budget assumes a September 2019
start date.

1.7 Removal of Bulky Waste Charge

At Full council on the 29th October 2018, a motion was passed to reintroduce a free
bulky waste collections. The agreed motion was:

“Council notes that there have been major concerns from residents regarding the
scale of fly-tipping in Newham. Council further notes that other local authorities who
have removed bulky waste collection charges have subsequently observed a
significant decrease in fly-tipping.

This Council therefore resolves to remove the £20 bulky waste collection charge and
instead introduce three free collections (of up to six items) for Newham households
each year. Council calls upon the Executive to implement this motion.”

If up to 3 free collections per year per household were introduced the estimated
additional cost for collections is £85,000 and for disposal approximately £45,000 per
annum. An income of £260,000 per annum would be lost.
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1.8 London Living Wage

The Council is adopting a Community Wealth Building approach, to ensure economic
growth in our borough is shared locally and held democratically. Our new approach
means we will ensure that council resources are used to achieve maximum social
value, and will work in partnership to realise the potential of our community; our
residents, our businesses, and our voluntary sector. This will include looking at
council procurement; reviewing our offer on employment and skills; and looking at
our support for local businesses and charities.

As of the push for Community Wealth Building, the Council is developing a
programme to promote the payment of the London Living Wage (LLW) to all staff
providing front line services on behalf of the Council.

1.9 Amendment of previous assumptions

The MTFS approved in February 2018 included some assumptions and historic plans
for savings or income generation that have proved over optimistic, this MTFS draws
a line under these and sets a new approach to delivering efficiencies.

1.10 Removal of unrequired budget lines

This MTFS delivers a transparent approach to setting our financial framework for the
next four years, as part of this approach there are one-off reduction in the some
budget lines, which cover expenditure that has alternative funding or have been
subsumed into service budgets.

1.11 Taxation

Business Rates — although the government has offered a 75% business rates
retention scheme in 2019/20, rather than the 100% scheme piloted in 2018/19, there
remains a benefit of joining with the other London Boroughs and GLA in pooling
business rates.

Council Tax tax base — the continued growth in Newham over the last twelve months
means that more council tax is collected from these extra households, although it
should be recognised that this growth also increases the call upon the services
delivered.

Council Tax and Social Care Precept - In the context of significant existing pressures
(particularly in relation to Children and Young People’s Services) and the ongoing
reductions in central government funding for central government, consideration has
also been given to the option of increasing tax levels in future years.

For these reasons, the current budget proposals incorporate an increase in council
tax of 3% for 2019/20 and a planning assumption of increases of 2% per annum
thereafter. In addition, as central government funding has failed to keep pace with
the increasing adult social care needs in our community, the 2019/20 budget
proposals also incorporate an additional 2% adult social care precept. This is the last
year of the current adult social care precept regime.
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1.12 Additional One-Off Funding

The Chancellor announced some short term funding for both Adult and Children’s
Social Care, however this does not address the long term issues facing social care.
The Council will continue to lobby central government to provide a long term,
sustainable funding regime for social care. This is estimated to be £5.5m.

1.13 Treasury and Investment Activity

A review of the current capital programme was also undertaken and changes agreed
as part of the 2019/20 Budget Amendment report agreed by Cabinet on 15
November 2018. This approach has had the additional benefit of some short term
improvements to investment income and reduced borrowing costs. A more
substantial strategic review of capital priorities and the development of a new capital
strategy will commence shortly with decisions to be taken at the Cabinet meeting in
February 2019.

The Council is also considering implementing the previously agreed transfer of cash
to the Pension Fund, which will reduce the annual cost of employer contributions.
The Pension Fund investments generating greater returns due to the greater
certainty of cash flows.

1.14 Every Child .... Programme

A working group has considered four options, all based on achieving a 50% saving
from September 2019:

Option 1 — Keep the programme largely ‘as is’ with reduced services to achieve 50%
saving

Option 2 - A menu of evidence based interventions for schools to choose from
Option 3 - Transitional period — 50% saving from September 2019 with some
elements of current programme and some new evidence based elements

Option 4 — Enhancement of current enrichment activities in schools, within after
school/breakfast clubs, and or during lunch time.

Proposal for consultation
Proposed aims:

. the primary aim should be to enhance enrichment and participation
(rather than attainment).

. the redesigned programme/s should place emphasis on developing
children and young people’s personal social skills.

A menu of evidence based enrichment activities for schools to choose from, including
flexibilities in relation to delivering activities during outside of school hours.
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Schools would choose from a wider range of more targeted evidence based
programmes which could be designed to have greater impact on children’s outcomes
and wellbeing. The consultation would need to be on the principle of moving to a
menu based approach and flexible way of delivering the activities with 50% savings,
without giving all the details of the programme.

Examples of what a designed programme might include:
Type of activities:

. Music — pupils may have a wider choice of music instruments. All
instruments will be retained by schools. Schools (early years, primary
and secondary) could pick and choose which year groups to prioritise
for intervention but with significantly lower volume of tuition than now.

. Sports — could be delivered to children and young people from early
years to secondary age group.

. Chess — widen the offer within primary and secondary schools

. Theatre — children and young people could be spectating as well as

performing (ensuring that it adds value to the current programmes
delivered by schools through their in-house resources)

. Coding — could be introduced on a pilot based across primary and
secondary schools
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1.15

Children’s Services Efficiency Proposals

A recovery action plan aligned to projects has been developed encompassing all
aspects of Children’s Social Care spend.

Four main themes underpin the recovery action:

CYPS - Operating Model (Frontline delivery and operational activity;

Care leavers — Maximising care outcomes (leaving care — post 18);
Commissioning Activity (all commissioning activity including partnership
working and contributions);

Effective and efficient working — integrated support services (all support and
back-office functions, processes and infrastructure).

Projects identifies so far are:

1.16

Children Social Care Operating Model £000
Improvement to prevention (Early Help) to reduce statutory activity 328
Early Intervention 500
More effective commissioning of temporary accommodation for 150
vulnerable families

Resign of Health Visiting and School Nursing 613
Maximising Outcomes for Care Leavers

Maximising utilisation of housing benefit 753
Independent lower cost accommodation 250
Redesign and restructure of service 125
Commissioning Activity

Redesign of travel assistance service 200
Review Section 17 offer 165
Block contract residential placements 150
Contributions towards services form partners 250
Total 3,484

Enforcement Services

How the Council manages its enforcement services is being reviewed to ensure that
it is focussed where it has the greatest impact and delivers what local residents want,
whilst doing this savings can be generated of £140,000

refocussing the Dedicated Ward Officers, reducing the number.
repurposing the Fly tipping Task Force and Tasking Team to concentrate on
street based fly tipping.
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1.17 Communities and Environment
The following income and savings options are included in the MTFS as part of the

continuous improvement being pursued within the Communities and Environment
Service.

Savings £000

Business Development and | Commissioning Post 100

Waste Management

Income

Highways & Traffic Network Management - Income targets to 200
be increased in line with activity

Trade Refuse Commercial Waste Income 200

Fleet Management Fleet Management 84

Various Other Incremental Changes 266

Total Income 750

1.18 Publicity

The communications team is a centralised function that serves the whole council. It
promotes and makes a substantial contribution to achieving the mayoral and corporate
priorities.

The communications team is made of a humber of different functions and has an overall
budget of £3.14million split as follows:

e Eventsfl.lm

e Newham Mag £436,500

e Marketing, New Media £133,000

e General spend, recharges to other services, salaries £1.4m

The communications team has always ensured that it is not over spent on its budget and this
has been achieved through robust procurement processes, looking at efficiencies and
consistently innovating to ensure it delivers added value for the council.

In addition, the team seeks to income generate through concession agreements at events,
undertaking external design work and managing and attracting film contracts on behalf of
the council.

The team is reviewing everything it does at present, the following two savings have been
included in the MTFS.

£000
Reduce publication of Newham Mag to once a month 250
Reduce expenditure or find alternative funding for events 100
Total 350
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1.19 One Source Savings programme

The ongoing efficiency programme being pursued by OneSource should generate
the following savings in 2019/20.

£000
Reduction in support services 50
Process Review and Management and administration 37
Total 487

1.20 Procurement savings

A review of all contracts that are due for renewal over the next 24 months is being
conducted, a target of an average 2% reduction in cost will generate a savings of
£750k in 2019/20.

1.21 Modernisation programme

The Modernisation programme aims to put people at the heart of everything we do by;
improving the resident experience, building an effective and efficient Council and reducing
the cost of service delivery.

Performance improvement and MTFS achievement will be supported by the Modernisation
Portfolio and its three work streams and part of the CEO Change Programme

Savings generated from this programme are targeted at:

2019/20 2020/21 2021/22 2022/23
Modernisation programme

savings (2,768) (4,836) (5,915) (7,000)

1.22 Active Asset Management

Previous assumptions on rental income were not robust, the Council has taken the
opportunity to review its asset management and take a use a more active technique,
including disposing of surplus assets to reduce running costs as well as taking opportunities
for maximising rental returns where possible.

A programme is being developed and an initial estimate of reduced costs and extra income
of £400k for 2019/20 has been built into the MTFS.
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1.23 Improved financial performance for small business programme

The Localism Act 2011 gave the message to Local Authorities to “be more commercial,
become self-financing”. The Council subsequently operated a programme (2012-18) to
review services and transition those selected to externalised businesses with the objective of
providing more economic, efficient and effective delivery. The Council created 12 Local
Authority Trading Companies (LATC’s), which are predominantly wholly owned subsidiaries
(Appendix 1) with three exceptions:

e 2x non-profit entities, limited by guarantee (Better Together & ECaM) providing each
member with one vote, and

e The Language Shop Limited (the programme’s 1st company) — with a predominantly
external client base, it formed an Employee Ownership Trust (EQT) into which
the Council transferred 51% equity.

Following cessation of the programme, this project is focused on reviewing the current
portfolio structure to:

e identify & introduce portfolio-level efficiency gains (whether legal or structural), and
e determine the Council’s future strategy to ensure continued delivery of an optimal
outcome for both the shareholder and residents.

A significant amount of groundwork has already been carried out around an initial review of
the portfolio. This project is to crisp-up on the analytical analysis, (harvesting latest financial
information, review assumptions & forecasts, cost / benefit analysis), review portfolio
structure, investigate corporation tax position with the HMRC, consolidate discussions
around a number of associated factors (LLW, LGPS & dividend policy) and gain clarity on the
Council’s strategic objectives for the portfolio.

Preliminary analysis of proposed alterations to the portfolio structure through the
amalgamation of common services and improved tax efficiency are anticipated to yield a
£4.27m NPV improvement over 3 years with a possible £1m in year benefit.

1.24 Fees & Charges Corporate Policy

A project to review the corporate policy on fees and charges will be undertaken over the
next two months, that will seek to ensure a coherent approach to the setting of prices to
ensure that there are no inadvertent subsidising within the system. Reducing the amount by
which Council tax payers subsidise users of specific chargeable services offered by the
Council.

Once the work is completed a clearer picture of the amount that can be generated will
emerge, for planning purposes an amount of £1.06m has been assumed.

1.25 Environment and Planning

An increase of £500k based on trend analysis has been added to planning income.
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1.26 Debt Management

A cross-service group has been set up to both improve our existing debt management and
prevent residents from getting into debt with us. The main areas of review are:

e What the debt is for
e Arrears

e Ageing

e Strategy & policy

Also, looking within the Council:

e What are strengths and weaknesses across the organisation?
e What are opportunities and threats?

An estimate of £50k has been included initially, although as the group works together it is
expected that more could be generated.

1.27 Revised debtor credit balance policy

The Council holds long term creditor balances where we have been unable to trace the
whereabouts of that person or company. Historically this has been held on the balance
sheet, but good practice, followed by other Councils, is to bring those balances into the
Councils income so that it can be utilised to fund the Council’s activity. It is intended that
after 3 years, if no claim against the balance is'made, it will be brought in as income to the
Council.

Trend analysis would suggest that this will be circa £500k per year.
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The council tax reduction (CTR) scheme provides discounts on council tax for low-income households
who qualify, and is part of a range of support on offer from the council for residents. Each local
authority sets their own approach to CTR, with the London Borough of Newham's current scheme
requiring a minimum contribution of 20%,* and is expected to cost £18.6m in 2018/2019.

It is important that the right support is in place, both through the CTR scheme and the council’s
wider offer to low income households. Therefore, a review of the support for low-income
households, considering the impact of the government’s welfare reforms, the implementation of
Universal Credit, and the need to re-design support to be sustainable as government funding reduces
will be undertaken. This will include a review of the CTR scheme, with a view to consulting on
changes for 2019/2020 and considering plans to reduce the minimum contribution level to 10%. This
will cost an additional £2m in the 2019/2020 budget.

The London Borough of Newham also offers these further measures to help low income families

e Addressing fuel poverty: the Council is planning to establish a new energy company, ‘Beam
Energy’, which would save an estimated £75-£250 per year for households that switch —
helping to address fuel poverty to enable low-income families to manage other costs.

e MoneyWorks: the Council’s MoneyWorks service provides access to fair, low-cost loans, as
well as crisis loans and money management advice — with 5,400 debt and money
management sessions hosted since the service was established in 2016. The Council Tax
service has also established links with Moneyworks to refer residents in financial difficulty to
support, enabling them to agree manageable payment plans with the Council. In the last 8
months, 79 council tax repayment plans wereagreed, helping residents to repay £22,828 of
council tax debt. We will build on this new offer, and also be also be looking at how
MoneyWorks can identify those at risk of falling into problems earlier.

e Taking care leavers out of council tax: Newham care leavers are now exempt from paying
council tax in the borough altogether until the age of 25. There are currently 71 care leavers
exempt, representing £58,389.73 of support in total.

e Universal credit and arrears support: With the introduction of Universal Credit full service in
July 2018, support-has been made available in our libraries and Community Neighbourhood
Centres to help residents to make a claim and access online accounts, and access to
additional money management and budgeting advice provided. The Government has
announced that they will be cutting funding to local authorities for this support from April
2019, and we will therefore need to consider how we best link up with other providers to
support those on UC in the next financial year.

e Discretionary Housing Payment (DHP): The Council also administers support with housing
costs through DHP, for residents on housing benefit (or the housing costs element of
Universal Credit). During 2018/19, the council will spend £1.76m on this support, which can
help to reduce the financial strain on low income households in the rented sector and help
them to manage other costs, including council tax.

11n 2018/19, this represented a minimum council tax liability of £223.78 for a band C property, compared to a
Band C bill of £1,118.91. The average council tax paid by a band C household receiving Council Tax Reduction
(CTR) in 2018/19 is £405.38.
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e Reducing use of bailiffs and court costs: when people miss their payments, this can result in
costly court proceeding being added to their debt, or in cases of serious non-payment
significant additional costs from bailiff action. The Council Tax service has introduced
additional steps such as text messaging and calls to its collection processes, to encourage
early engagement by residents. By keeping our enforcement agents ‘in house’, following
best practice guidance on ethical collections, and linking people with support earlier, the
council has significantly reduced enforcement action against those receiving CTR in recent
years, with the use of bailiffs having fallen by two thirds since 2014/15. This reduction in
enforcement actions has prevented an estimated £900k from being added to residents’
debt.?

As part of the review, the council will also look at how best to use data to take a single view of
people’s debt to the council, whether linked to council tax, rent, or other issues, and to intervene
earlier and signpost to support where problems may be emerging. By embedding a more holistic and
joined-up approach across the council, we hope to intervene earlier and support people in financial
difficulties more effectively.

2 Enforcement agent action against households receiving CTR has reduced from 2,723 in 2014/15 to 920 in
2017/18.
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Equalities Impact Assessment- Screening on the Budget
1 Introduction
1.1 The 2019/20 Budget Proposal

Newham residents frequently tell us that diversity is one of the best things about living in
the borough. This also presents challenges in terms of setting a balanced budget which
reconciles the needs of Newham’s diverse residents: ensuring service availability and equal
access, parity in users’ experience and creating opportunities for everyone. We recognise
the potential for the budget to affect our staff, especially the 42% of employees who are also
residents.

In Newham we work to promote equality, diversity and community cohesion, and have set
out a clear commitment to putting people at the heart of everything we do. The budget is
being developed within the context of acute financial pressures in services supporting
vulnerable adults and young people coupled with the rollout of universal credit and welfare
reform.

1.2 Purpose of the Equalities Impact Assessment (EqlA) Screening

The purpose of this Equalities Impact Assessment (EglA) Screening is to provide an overview
of the equalities implications of the budget proposals and to determine aspects of the
approved budget that will require further equality analysis, including engagement with staff
and residents. The subsequent EglA on the budget in February will provide a full view to
identify individual and cumulative negative impact on any groups with protected
characteristics and where adverse impact cannot be eliminated, steps to reduce or reduce
adverse impacts by specific policy decisions. Where a small, manageable impact may not be
regarded as significant to an individual policy, area or department, the impact can soon
become significant when the cumulative impact is considered alongside other policies or
savings affecting similar departments. One of the main objectives of this EqlA screening is to
anticipate and prevent this from happening by ensuring the Council is able to mitigate
accordingly when any group could be adversely impacted.

Each project, policy and specific savings programme will be informed by their own detailed
EqlA which will be reported within the full impact assessment of the budget and individually
by each service. These assessments will provide residents and staff with the opportunity to
shape mitigating actions to alleviate adverse impacts or to achieve additional benefits from
positive impacts.

It should be noted that any final assessment of the equalities impact of a specific proposal
will be finalised and considered when the decision is considered by Cabinet when
implementing this budget. At the stage of approving the budget, no final decision is made
on these decisions.

This document will take into account the Borough’s key characteristics (refer to section 7 for
overview) to identify areas to apply further analysis and evaluation to inform detailed
budget preparation. This proactive approach meets the Council’s statutory obligations under
the, Equality Act (2010) our Public Sector Equality Duty which can be summarised as:
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(1) A public authority must, in the exercise of its functions, have due regard to the need to—
e (a) eliminate discrimination, harassment, victimisation and any other conduct
that is prohibited by or under this Act;
e (b) advance equality of opportunity between persons who share a relevant
protected characteristic and persons who do not share it;
e (c) foster good relations between persons who share a relevant protected
characteristic and persons who do not share it.”

This analysis summarises the key issues and processes that need to be considered in the
further development of the Budget with regards to the nine equality strands (protected
characteristics as defined by the Equality Act), which are:

® age,
o disability,
e gender,

e ethnicity,

e marriage and civil partnership
e religion or belief,

e transgender,

e pregnancy and maternity and,
e sexual orientation

Newham recognises the interconnected nature (intersectionality) of social groups such as
race, gender and socio-economic background in creating overlapping disadvantage.
According to the Indices of Deprivation 2015 Newham is ranked 8t based on the Rank of the
Average rank— therefore Newham is the 8th most deprived local authority in England (based
on this measure).and includes class and socio economic background as an equality
consideration within impact assessments.

2. Summary of Impacts

The screening ensures’ that issues highlighted are addressed from all angles in the
development of the budget. The review has been carried out to identify the:

e potential negative, neutral and positive impact on different equality groups
e potential negative neutral and positive impact on community cohesion
e potential for cross-cutting and cumulative negative and positive impact.

2.1 Potential Cross Cutting Cumulative Impacts

Newham is a young borough. The Census showed that 38.6% of Newham’s population are
aged under 24, the highest proportion of all London boroughs. Children and young people
are positively impacted by the Mayoral priority to make youth safety a priority, policies
include: adopting a preventative, public health informed approach to improving youth safety
and tackling youth violence; engaging with young people and; providing youth hubs. Older
and disabled people will particularly benefit from an increase in funding for adult social care,
partly funded by the 2.9 per cent in increase in Council tax. Care workers (81 per cent who
are women) potentially benefit from receiving the London Living Wage through an increase
in the CAP for care services.
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All residents awaiting low cost housing, particularly those on low income have the potential
to benefit from investment in housing and residents will have access to skills and
employment opportunities, as the by-product of construction projects and engagement with
local businesses.

Policy decisions leading to the redesign of services will need to be mindful of the potential
adverse impact upon people who share a protected characteristic.

A summary of all impacts are set out below.

2.1.1 Age

2.2

2.3

Children and Young People

Investment in facilities e.g. youth hubs for young people to encourage participation
in activities and to reduce the risk of engaging in antisocial behaviour.

Eat for free- all children in primary school are able to eat a healthy meal at lunch time
to support their learning and development. Particularly beneficial to children living
within lower income households.

Reduction in Every Child a Musician (ECAM) funds; potential for reduction in the
availability of instruments and tuition for every child within Newham.

Loss of public health investment: subsequent budget and any changes to services will
need to be mindful of the equalities impact on children and young people.

Review of Best Start in Life to reprovision, but the redesign of services will need to be
mindful of the equalities impact for children and particularly children living within
families on lower income.

Older People

Increase in CAP level for payment for care services- increase from £200.00 to £250:00
per week (in line with neighbouring boroughs-London Borough of Tower Hamlets and
Hackney).

Adult Social Care precept — extra resources for adult social care.

Disabled People

Increase in CAP level for payment for care services- increase from £200 to £250:00
per week (in line with London Borough of Tower Hamlets and Hackney).

Increase in council tax payments by 2.9 per cent- disabled people also more likely to
receive a 10 per cent council tax reduction to mitigate increase.

Loss of public health investment- subsequent budget and any changes to services will
need to be mindful of the equalities impact on disabled people.

Adult Social Care precept-extra resources for adult social care.

Gender- Women

Increase in CAP level for payment for care services- increase from £200 to £250:00
per week (in line with London Borough of Tower Hamlets and Hackney). Older
women have a longer life expectancy than men and are therefore more likely to be
effected by this policy decision.

London Living Wage for carers- 81% of care workers in the South East are women.
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24

2.5

2.6

2.7

3.

Pregnancy and Maternity

Loss of public health investment- subsequent budget and any changes to services will
need to be mindful of the equalities impact on pregnant women and women on
maternity leave.

Race

Loss of public health investment- subsequent budget and any changes to services will
need to be mindful of the equalities impact on any services targeted at BAME
communities.

Sexual Orientation
Loss of public health investment- subsequent budget and any changes to services will
need to be mindful of the equalities impact on LGBT individuals.

Socio-economic

The Public Sector Equality Duty does not require the Council to have due regard for
the social-economic impact of proposals. However, the impact on socio-economic
groups can demonstrate indirect impact on equality strands, both positive and
adverse, e.g. where particular groups are disproportionately represented in socio-
economic groups.

London Living Wage for carers- increase in-salary for people on lower income.

Eat for free- all children in primary school are able to eat a healthy meal at lunch time
to support learning and development. Particularly beneficial to children living within
lower income households.

Reduction in Every Child a Musician (ECAM) - reduction in the availability of
instruments and lessons for every child within Newham. Future policy decisions to be
mindful of children in lower income households who may be unable to access lessons
due to tuition fees.

Loss of public health investment- subsequent budget and any changes to services will
need to be mindful of the equalities impact on people on lower incomes.

Review of Best Start in Life to reprovision - subsequent budget and any changes to
services will need to be mindful of the equalities impact on people on lower incomes.
Increase in council tax payments by 2.9 per cent- people on lower income more likely
to receive a 10 per cent council tax reduction to mitigate increase.

Next Steps

A full Equalities Impact Assessment will be published alongside the final Budget proposals in
February 2019. This will involve:

e Engagement with key stakeholders

e Understand extent to which budget reductions are met through efficiency
savings e.g. staff reductions and the breadth of any impact on services in terms
of hours, quality and outcomes.

e Mitigating actions to alleviate or reduce any adverse impacts

e Consideration of actions to extend the positive impact on individuals and
communities
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4.

Supporting Information

Demographics

4.1

4.2

London Borough of Newham’s Demographic Composition

The 2011 Census data is the most up to date data that is available and so this
data has been used to determine the population estimates below.

The Greater London Authority’s (GLA) Housing-led population Projection3 has
been used to determine future population. Please note that all population
projections relate to mid-year of the indicated year.

It shows that the population in Newham is rising and projections from other
associations show that it is to continue to rise.

Newham has a very young and highly diverse population.

Newham has high levels of population churn compared to London as a whole.
Newham will benefit from a demographic dividend over the next decade, with
high proportions of working age individuals and lower proportions of older and
younger dependents.

In the longer term Newham’s working age population will become older, though
the overall population profile should still be younger than the national average.
Newham is a highly deprived borough with especially high rates of deprivation
affecting children and older people.

Poverty in Newham is high and life expectancy is lower than the London average.

From this it can be concluded that Newham faces the following key challenges:

Retaining educated and entrepreneurial individuals in Newham

Tackling multiple deprivation and child poverty across the Borough
Improving health outcomes and raising life expectancy

Promoting equality and inclusion through accessing opportunities and wealth
created from economic development

Base Assumed Population figure

The Office for National Statistics (ONS) released the first outputs for Census 2011 on
16th July 2012. The population estimate for Newham is 308,000. At a 64,000 increase
since the 2001 Census, this is the largest population increase (26%) within all of the
London boroughs. The GLA?, project that the population is expected to rise a further
3.9% to 366,943.

According to Census 2011 - ONS estimates, London as a whole has a 2011 population
of 8,173,900. Furthermore, based on the same GLA population projection? it is
projected that the population of London will reach 9,006,352 by mid-year 2018, an

3 Greater London Authority’s (GLA) Local authority population projections — Housing-led model, this projection
is part of the 2016 round of demographic projections.
4 Greater London Authority’s (GLA) Local authority population projections — Housing-led model, this projection
is part of the 2016 round of demographic projections.
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4.3
43.1

4.3.2

4.3.3

43.4

4.3.5

increase of 10.2% in comparison to the 2011 Census figure; and by 2021 the
population is projected to be 9,298,024, a further rise of 3.2%.

It is important to note that the above GLA population projection and that the exact
population of the borough is not a precise science. But by using the proportion of the
population as a percentage of the London population, we are able to produce a
comparative analysis of the available data.

Equality Strands

Age

Newham is a young borough. The Census showed that 38.6% of Newham’s
population are aged under 24, the highest proportion of all London boroughs. The
average across London was 31.6%. The GLA projects that the population aged 24 and
under mid-year 2018 will be 126,128 and this is set to rise by 3,237 in 3 years’ time
(2018 to 2021) — a percentage increase of 2.6% compared to a percentage increase of
2.5% across London in 3 years’ time (2,810,061 to 2,880,741).

The proportion of the population aged 25 years and over in Newham is to increase by
a total of 10,459 from mid-year 2018 to mid-year 2021 (227,121 to 237,580). The
percentage of Newham’s population that will be aged 65 and over by mid-year 2018
is 7.3% compared to 11.7% across London — however this is projected to increase by
9.9% (25,878 to 28,432) by mid-year 2021 compared to a 6.2% increase across
London (1,057,444 to 1,123,397).

Children and Young People:

Based on the same GLA projection variant? for mid-year 2018, Newham has a slightly
higher proportion of residents under the age of 15 (0 to 14 years) than the rest of
London 21.6% in Newham compared to 19.5% in London. According to the Census
2011 data, the percentage of dependent children (defined as those residents who are
not of working age) in Newham is 25.9% compared to that of 22.6% across London.
Newham'’s percentage is slightly higher than London’s due to the high proportion of
young people (under 16 years) in the borough.

Disability

According to the 2011 Census, 14% of Newham’s population said that they have a
disability or long-term illness that limited their day-to-day activities a lot or a little —a
drop by 3.5% from the 2001 Census. This compares to 14% in London and 18% in
England and Wales.

Ethnicity

In the 2011 Census, 17% of Newham’s population described their ethnic group as
White British. This ranks the borough as having the smallest percentage of the
population in England and Wales being White British — the London average being 45%
and the national figure being 81%. People of Indian ethnicity represented 14% of the
boroughs population — the largest group after White British.

Gender
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4.3.6

4.3.7

4.3.8

4.3.9

According to the Census 2011 figures, there are 160,300 males in Newham and
147,600 females. Therefore the ratio of males to females is 52:48. Comparatively the
ratio for London as a whole is 49:51.

Pregnancy and Maternity

In 2017 there were 5,966 live births to mothers whose usual residence was in
Newham.> The General Fertility Rate (GFR) was 73.4 and the Total Fertility Rate (TFR)
1.96 for women in Newham. In London there were 126,308 births, the GFR was 62.9
and the TFR was 1.70. Newham had the fifth highest GFR and the 9" highest TFR
across the London Boroughs.

The GFR is the number of live births per 1000 women aged 15 to 44,calculated using
mid-year population estimates; and The TFR is the average number of live children
that a group of women would bear if they experienced the age specific fertility rates.

It is projected®, that there will be 6,200 births in Newham in 2018, decreasing to
6,100 in 2021. London is projected to have 128,800 births in 2018 dropping slightly to
128,500 in 2021.

Religion/Belief

In the 2011 Census, 40% of Newham's population identified themselves as Christian —
down from 47% in 2001. 32% are Muslim, up from 24% in 2001 — the second highest
rate in England and Wales after Tower Hamlets. 9% identified themselves as Hindu
and 2% are Sikh. Newham also has the lowest proportion of the population claiming
No Religion of only 9.5%.

Sexual Orientation and Transgender

Lesbian, Gay, Bisexual and Transgender - There is no comprehensive data source to
identify the sexual orientation or proportion of transgender people within Newham’s
population. The 2011 Census recorded 637 people who stated that they were in a
same-sex civil partnership - up by 53 from the 2001 Census.

Socio-Economic Disadvantage

Although Newham has a large proportion of working age people in comparison with
the rest of London, which is due to increase over the next 20 years, it still is one of
the most deprived areas in the country. According to the Indices of Deprivation 2015
Newham is ranked 8™ based on the Rank of the Average rank— therefore Newham is
the 8th most deprived local authority in England (based on this measure). It is worth
noting that Newham was ranked 2" based on the same measure in the 2010 Indices
of Deprivation. We know that these high rates of deprivation in the borough, along
with the high prevalence of people with disabilities and long term health conditions,
mean that more people in Newham are reliant on public services than people in
other parts of the country. The direct and indirect effects of cuts to public spending
when combined with the changes to welfare reform are likely to result in
considerable hardship for many residents. This is why Newham has sought to avoid
cutting or charging for the frontline services people rely on to meet their day to day

5> Office for National Statistics: Births by Area of usual residence of mother extracted using the NOMIS website.
6 ONS 2016 based subnational population projections: components of change.
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needs. Newham’s contribution to freedom passes, and free school meals are
examples of this.

The table below, which illustrates the wage disparity between Newham and the rest
of London, exemplifies the challenges Newham faces.

Earning by Place of Residence (Earnings of those who live in Newham)

Gross weekly pay (median) Newham |London| Great Britain

Full-time worker £598.80 |£670.80 £571.10

Source: Office for National Statistics (ONS) Annual Survey of Hours and Earnings (ASHE) 2018 provisional

Earning by Place of Work (Earnings of those who live outside the borough but work in Newham)

Gross weekly pay (median) Newham |London| Great Britain

Full-time worker £581.80 |£713.20 £570.90

Source: Office for National Statistics (ONS) Annual Survey of Hours and Earnings (ASHE) 2018 provisional

4.3.10 Homelessness
According to the P1E Quarterly Returns data, 4,892 households were in temporary

accommodation at 31t March 2018 — ranking Newham 1%t among the London
boroughs.

It is estimated that on any given night 76 people will be rough sleeping in Newham.’
According to the Combined Homelessness and Information Network' (CHAIN), a database
commissioned and funded by the Greater London Authority (GLA) and managed by
Broadway Homelessness and Support 418 people were seen rough sleeping in Newham in
2017/18. This represents a 6%increase when compared to 2016/17.

4.4 London Borough of Newham Workforce Statistics

Ethnicity Asian or Black or Chinese or
Asian Black Other Mixed White Unknown
British British Ethnic
Group
Amount 1,102 1,126 60 135 1772 501
Percentage 23.5% 24.0% 1.3% 2.9% 37.7% 10.7%
Gender Male Female
Amount 1,770 2,926
Percentage 37.7% 62.3%

7 Rough sleeping in England. Annual rough sleeping counts and estimates statistical release published 16t
February 2018
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Age Groups Up to 20 20 to 29 30 to 39 40 to 49 50to 59 60 and over
Amount 49 517 1,089 1,062 1,508 471
Percentage 1.0% 11.0% 23.2% 22.6% 32.1% 10.0%
Sexual Undeclared/ Prefer not Bisexual/Gay Heterosexual/Straight
Orientation Other to man/Gay
say/Not woman/lesbian
Specified

Amount 994 877 86 2,739
Percentage 21.2% 18.7% 1.8% 58.3%

Religion/Belief Amount Percentage

Agnostic 84 1.8%

Any Other 35 0.7%

Atheist 104 2.2%

Buddhist 20 0.4%

Christian 1,667 35.5%

Hindu 181 3.9%

Jewish 14 0.3%

Muslim 556 11.8%

No religion 184 3.9%

Pagan 6 0.1%

Prefer not to say 421 9.0%

Sikh 101 2.2%

Undeclared 1,323 28.2%

Disability — 233 members (5.0%) of the Newham workforce have a disability.
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Agenda Iltem 6

LONDON BOROUGH OF NEWHAM

CABINET

Report title

HRA Business Plan

Date of Meeting

Tuesday 4 December 2018

Lead Officer and
contact details

Bobby Arthur, Commissioning Leader (Housing Management)
Tel: 020 3373 8455
bobby.arthur@newham.gov.uk

Benedict Falegan, Finance Business Partner
Tel: 020 3373 8343
benedict.falegan@newham.gov.uk

Director, Job title

Simon Letchford, Director of Commissioning (Communities,
Environment, Housing)

Tel: 020 3373 4924
simon.letchford@newham.gov.uk

Lead Member

Clir John Gray, Lead Member for Housing Services

Rokhsana Fiaz, Mayor of Newham, Lead Member for
Regeneration, Planning and Housing Delivery

Key Decision? Yes

Exempt

information &

Grounds

Wards Affected All Wards

Appendices Appendix 1 — 5 years estimated revenue Budget and the

provisional HRA Capital Programme
Appendix 2 — HRA Business Plan assumptions
Appendix 3- Modelling Alternatives

1. Executive Summary

1.1.  The Mayor has set out a clear ambition for housing in Newham, with a
particular focus on increasing social housing stock in the borough. This will
require significant Council capital investment to complement the £107m GLA
grant under the Building Council Homes for Londoners programme.

1.2.  The Council has carried out a comprehensive review of the Housing Revenue
Account (HRA) Business Plan. This paper summarises the position in order to
demonstrate how the HRA development within the Housing Delivery Plan will
be funded.
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1.3.

This report is brought to Cabinet in order to increase transparency around
Council funding and the opportunities to fund investment in new and existing
council homes, supporting Housing Mayoral Priorities as set out in the
Housing Delivery statement presented to Cabinet in October 2018

2. Recommendation

2.1.

For the reasons set out in this report and the appendices, Cabinet is asked to:

(i) Approve the HRA Business Plan, noting that it is a living document and
that it will evolve in line with the developing Housing Delivery Plan

(i)  Additionally, Cabinet is asked to give approval for the Council to apply
to the Mayor of London’s Homebuilding Capacity Fund, to bid for up to
£750,000 revenue funding, and to delegate to the Director of
Regeneration and Planning to take all necessary actions and decisions
to enter into contract for the above funding

3. Background

3.1.

3.2.

3.3.

3.4.

Housing Revenue Account

The Housing Revenue Account (HRA) reflects the Council’s obligation to
account separately for authority-owned social housing. The HRA records
income (rents, leaseholder charges, etc.) and expenditure, which includes
day-to-day management and maintenance, as well as major works, stock
improvement and building new social homes. The HRA Business Plan
forecasts HRA income and expenditure over the next 30 years.

The HRA Business Plan is a living document and should be formally updated
at least once a year, particularly in the light of the opportunities we have
through the Housing Delivery Plan and the removal of the cap on borrowing in
the HRA.

Until recently Newham HRA debt was capped at £247.6m, with £12m
borrowing headroom at the beginning of 2018/19. The limit on HRA borrowing
was removed by the government at the end of October 2018. Use of this
borrowing freedom is being considered as part of the further development of
the Housing Delivery Plan, and where new HRA investment is proposed, this
will be tested through future revisions of the Business Plan.

Right to Buy receipts

The Council entered into an agreement with the Government in 2012 to retain
an increased proportion of receipts arising from the disposal of HRA
properties under the Right to Buy (RTB), providing these proceeds are
reinvested into replacement of social or affordable rented housing within three
years monitored via quarterly spend targets. RTB receipts can be used to

2
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3.5.

3.6.

3.7.

3.8.

fund 30% of new property development or acquisition costs; with the balance
funded through HRA resources (use of other grant is not allowed).

Currently, Newham has in excess of £60m of Right to Buy receipts and
forecasts more than £52m in receipts from further sales over the next 3 years.
Receipts that cannot be utilised within the three-year timescale must be paid
back to central government with interest. These monies are then ring-fenced
by the GLA under a new scheme the Mayor of London introduced in May
2018 and can be drawn down (including interest amount paid) by Newham as
grant, which may be used (and match-funded) by the Council inside or
outside the HRA. We are currently developing options to use some of the
receipts for the new housing properties and temporary accommodation as
part of the Housing Delivery statement priorities to build at least 50% of new
homes at social rents.

Homebuilding Capacity Fund

The Homebuilding Capacity Fund is a revenue funding programme from the
GLA to support Councils to develop the skills, capacity and expertise to
deliver new approaches to increasing housing supply.

The funding can be spent on staffing, consultancy support, commissioning
studies or providing training for staff. It cannot be spent on:

e Costs that can be capitalised

e Expenditure which can be funded through other means

e ‘Business as usual expenditure’

e Expenditure to deliver strategic planning.

The Homebuilding Capacity Fund could be applied to HRA and non-HRA
schemes. Councils may bid for up to £750,000, from a total fund of £10
million available over two years, 2019/20 and 2020/21.

4. Key Considerations & Proposals

41.

4.2.

The HRA business plan has been comprehensively reviewed by the Housing
and Finance teams, following significant change in the landscape around
Council housing finance including the removal of the cap on borrowing, the
GLA'’s Building Council Homes for Londoners grant programme, and the ring-
fencing of RTB receipts. The summary reports are presented at Appendix 1.

The base position outlined in the report presents a balanced business case —
i.e. demonstrating full expenditure against received and forecast income. This
has been modelled to demonstrate the capacity of the HRA in terms of
purchasing new properties, although in practice there may be opportunities or
requirements to spend monies in different ways. The business plan can be
used to model the impact of investment decisions, and it will be updated to
take account stock change, changes of regulation and operational
performance.
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4.3.

4.4.

4.5.

4.6.

4.7.

4.8.

4.9.

4.10.

4.11.

The assumptions used in the review of the HRA Business Plan is based on a
set of key assumptions that are shown at Appendix 2.

Alongside revenue funding for management and repairs, the Business Plan
identifies funding for three key areas of capital investment, being:

a) Capital investment in our existing housing stock

b) Funding the HRA element of the Housing Delivery Plan

c) Additional supply of affordable housing

a) Capital Investment in our existing stock (Major Works)

We are clear that our primary obligation is to ensure that our existing stock is
safe and well maintained. Newham has invested considerable sums invested
in fire safety works over the last year, including cladding and insulation
removal from relevant tower blocks.

The Business Plan allows for £120m investment in major works over the next
four years. We have commissioned a rolling stock condition survey of all our
council homes; 20% of the stock will be surveyed each year over the next five
years. This data will validate our existing assumptions and allow us to plan (in
both financial and operational terms) a comprehensive investment and
improvement programme.

The first tranche of survey data (expected early 2019) allows us to start this
planning process and begin programmes of work. Each cut of data further
refines our projections and give us assurance that each and every household
receives the investment and improvement work to ensure they are well
maintained, warm and safe. We also want to pick up on wider work such as
decoration, pathways, and lighting in and around our estates in order to
improve liveability and offer an inviting, safe and secure environment.

If the Stock Condition Survey determines the need for works beyond the
budgeted level of funding, money can be reallocated from the HRA reserves,
which in this base case model, is modelled to show capacity for additional
supply of social housing (see section 7 below).

Beyond this term, the business plan allows for £15-25m per year for major
works, providing for an ongoing commitment to quality homes.

b) New build HRA properties in the Housing Delivery Plan

The Housing Delivery Statement, presented to Cabinet on 15" November
2018, outlined the Council’s plans to build more than 1000 new social rent
homes, and the successful bid for over £107m of GLA affordable housing
grant.

The HRA allocation of the Housing Delivery Plan programme is 409 units.
These new homes will be funded through £40.9m of the GLA grant, £563m of
new HRA borrowing, and £18.6m of HRA reserves.
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4.12.

4.13.

4.14.

4.15.

4.16.

4.17.

4.18.

4.19.

The review of the HRA Business Plan confirms funding is available for this
use.

c) Additional supply of affordable housing

The Business Plan review identified that, through full use of existing reserves
matched with RTB receipts, 456 new properties (additional to the 409 in the
previous section) could be funded up to 2023.

This is included within the HRA BP to demonstrate the total theoretical
capacity of the HRA and how it could contribute to the Housing Delivery Plan,
however this capacity would be limited by further Major Works required
expenditure and the strategic development of the Housing Delivery Plan.

As noted at paragraph 3.8, Newham holds in excess of £60m of Right to Buy
receipts following the sale of Council properties to tenants, and that these
receipts can fund 30% of the cost of new affordable housing. The review of
the Business Plan has identified that LBN could potentially use £54.8m of
RTB receipts, match funded by £128m of HRA reserves, to increase supply of
social housing.

Assuming this increase comes through acquisition rather than new build
(given the already significant new build pipeline); this generates 456 units at a
cost of £400,000 per unit. Acquisition activity may include section 106 units.

The use of RTB receipts in this way would leave £47.7m RTB receipts
(including forecast future receipts) unused within the timescales prescribed by
the Government. The unused receipts and corresponding £6.8m interest must
be returned to the government, but will be ring-fenced by the GLA scheme
(see para 3.5) and later paid back to the Council as affordable housing grant.

The Tables below provide breakdown of the new build properties and
affordable housing supply in the HRA Business Plan and the funding sources.

It is acknowledged that the year-on-year figures below will need to be
reprofiled. Acquisition activity within the HRA will be aligned with other
acquisition activity within the Housing Delivery Plan.

Table 1: New Build properties and affordable housing supply

Year New build Acquisitions Total
2018/19 16 114 130
2019/20 304 80 384
2020/21 89 119 208
2021/22 84 84
2022/23 60 60

Total 409 457 866
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Table 2: Funding sources

RTB 1-4-1 | Affordable | Additional Other Total
receipts Housing | borrowing HRA
resources
£’million £'million £'million £'million £'million
2018/19 13.7 1.6 34.7 50.0
2019/20 9.6 30.4 20.0 55.6 115.6
2020/21 14.3 8.9 41.0 7.9 721
2021/22 10.1 8.0 15.4 33.5
2022/23 7.2 16.8 24
Total 54.8 40.9 69.0 130.4 295.1

5. Policy implications and Corporate Priorities

5.1.

5.2.

5.3.

This HRA business plan report confirms the funding for key Corporate
priorities in relation to the new HRA units within the Housing Delivery Plan,
and major works investment in our existing stock.

The Housing Delivery Plan is being developed over the next 12 months, and
the HRA business plan will be used to model various scenarios, such as
delivering a higher proportion of Housing Delivery Plan schemes within the
HRA, use of RTB receipts, and use of additional HRA borrowing.

The HRA Business Plan is a living document and should be used as a tool to
model scenarios and understand the long-term impact of different options to
develop our strategic approach.

6. Alternatives Considered

6.1.

6.2.

6.3.

Retaining a larger minimum reserve position has been considered. The base
position reported here has a £5m minimum working balance, and retaining a
larger reserve would mean more borrowing is required to fund acquisitions.
This will form a part of the ongoing strategic development of the HRA’s
position in the Housing Delivery Plan.

The year-on-year capital investment in existing stock will be re-profiled, whilst
retaining the overall spend, due to the pending stock condition survey data
that will set out requirements for our investment programmes.

Appendix 3 provides summary of the output of the Base Business Plan and
the modelled option.

7. Key risks

7.1.

Major works
The figures used in the HRA Business Plan are derived from our asset

management system. As noted in the report, a stock condition survey is

6
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underway to update and validate these assumptions. There is a strong
likelihood with the absence of an up date stock condition survey that catch up
repairs and major works figures in the Business Plan are either stated
incorrectly or profiled wrongly. Future changes to Building Regulations in
regard to fire safety may lead to increase costs. If repair liabilities or new
requirements exceed the existing capital budget, the additional supply
programme spend will need to be reduced accordingly.

More RTB disposals

7.2.  Loss of rental income due to decrease in the number of housing stock. This is
as a result of RTB disposals. This will most likely be offset by the income from
the additional affordable housing supply and new build properties.

Affordable housing supply

7.3. The Business Plan assumes a significant proportion of RTB receipts will be
used for the acquisition of affordable housing properties; however, there may
be a shortage in the number of properties available for purchase due to the
uncertainty in the wider housing market. Acquisition activity will be aligned
with all of the work around Housing Delivery statement and Plan to ensure of
the Council maximises all potential opportunities to increase stock, such as
acquiring s106 units in private developments.

Housing management risks

7.4. The HRA Business Plan has been tested for the impact of key assumptions of
the Business Plan not turning out as assumed in the plan. If the rents uplift
from 2025/26 onwards is CPI plus 0.5% instead of CPI plus 1% assumed in
the Business Plan, the HRA revenue reserves at year 30 of the Business Plan
will decrease by £189m.

7.5.  The HRA Business Plan assumes annual efficiency savings of 5% from
2018/19 for four years, however due to the financial pressure within the HRA,
this level of savings may be difficult to achieve. If annual efficiency saving in
management costs between 2019/20 and 2021/22 is reduced to 3% from the
5% savings assumed in the Business Plan, the reserves position at year 30
will decrease by £76m.

7.6. The effect of the welfare reform and the implementation of Universal Credit in
Newham from July 2018 may impact significantly on the collection of rents
and the level of rent arrears.

7.7. Reports will be made to the Council Scrutiny Committee, reporting on the
operational performance of the HRA and ongoing risk assessment and
mitigation.

Consultation

Briefing held with Clir John Gray on 10 July 2018
Briefing held with Clir Terence Paul on 7 November 2018
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8.

Implications

Financial Implications

8.1.

8.2.

8.3.

8.4.

The financial implications are contained in the body of the report

The base business plan presents a balanced position. Minimum level of
reserves of £5m is achieved annually within the model.

The Welfare Reform and Work Act introduced the requirement for social
landlords to reduce rents on social properties by 1% for 4 years from 2016/17
to 2019/20. The overall impact of 4 years rent reduction on the HRA was
£33m. CPI plus 1% rent increase is assumed in the HRA Business Plan for all
years from 2020/21.

The removal of the HRA borrowing cap provides the opportunity within the
HRA to finance additional new build properties, invest in existing housing
properties and increase the use of retained RTB receipts. The costs of
financing existing HRA debt and new borrowings are affordable within the
Business Plan

Legal Implications

8.5.

8.6.

8.7.

“‘Under Part V1 of the Local Government and Housing Act 1989 any local
authority that owns housing stock is obliged to maintain a Housing
Revenue Account. The HRA is a record of revenue expenditure and
income relation to an authority’s own housing stock. The items to be
credited and debited to the HRA are prescribed by statute. It is a ring
fenced account within the authority’s General Fund, which means that local
authorities have no general discretion to transfer sums into or out of the
HRA.

The Council is required to prepare proposals in January and February each
year relating to the income of the authority from rents and other charges,
expenditure in respect of repair, maintenance, supervision and
management of HRA property and other prescribed matters. The
proposals should be made on the best assumptions and estimates
available and should be designed to secure that the housing revenue
account for the coming year does not show a debit balance. The report
sets out information relevant to these considerations prior to the February
2019 Annual finance report to Cabinet.

Section 76 Local Government and Housing Act 1989 places a duty on local
housing authorities: (a) to produce, and make available for public
inspection, an annual budget for their HRA which avoids a deficit; (b) to
review and if necessary, revise that budget from time to time and (c) to
take all reasonably practicable steps to avoid an end-of-year deficit. The
proposed HRA budget in February 2019 will fulfil these requirements.”
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Equalities Implications

8.8.  An Equalities Impact Assessment has not been completed for this paper, as
the HRA Business Plan is presented for information only. Approval for
activities relating to funding identified in this paper (e.g. expenditure on new
build housing schemes) will be sought on a scheme-by-scheme or
programme basis, taking account of the Council’s public sector equalities
duties.

9. Background Information used in the preparation of this report
e Housing Delivery Statement, LBN Cabinet 15" November
e The government’s Social Housing Green Paper, August 2018
e The government’s Rents for social housing from 2020-21 consultation
paper, September 2018
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Appendix 1

Table - Revenue (5 years)

Housing Revenue Account
Five Year Revenue Forecast

Page 74

2018/19 |2019/20 (2020/21 |2021/22 |2022/23
£'million [£'million |£'million [£'million |£'million
forecast | forecast | forecast | forecast | forecast
Income
Rent and service charges (95.0) (96.8) (98.1)] (100.7)] (103.2)
Garages (1.6) (1.7) (1.7) (1.8) (1.8)
Commercial rents (2.6) (2.7) (2.8) (2.8) (2.9)
PFl grant (7.3) (7.3) (7.3) (7.3) (7.3)
Other HRA income (3.0) (2.7) (2.7) (2.9) (3.0)
Total income (109.5)|] (111.1)[ (112.6)] (115.5)] (118.2)
Expenditure
Management 31.7 315 30.9 30.3 30.0
Repairs & Maintenance 16.8 17.4 17.8 18.1 18.4
PFl unitary payment 16.3 16.9 17.3 17.8 18.4
Other revenue spend 5.8 8.0 6.1 6.3 6.4
Depreciation 23.5 24.1 24.9 25.6 26.2
Capital charges 11.6 11.7 12.5 13.2 13.3
Total expenditure 105.8 109.5 109.5 111.4 112.6
Net expenditure (3.7) (1.6) (3.1) (4.1) (5.6)
Revenue contribution to capital expenditure 63.3 3.1 4.4 0.9
Repayment of Debt 0.1 0.6 0.4 0.4
Interest on Balances (0.8) (0.4) (0.3) (0.3) (0.2)
Opening HRA reserves (63.3) (67.6) (5.7) (5.5) (5.5)
Closing HRA reserves (67.6) (5.7) (5.5) (5.5) (10.0)
10



Table — Capital (5 years)

HRA Capital Programme (5 years) * * HRA Business Plan

2018/19 |  2019/20 2020/21 2021/22 2022/23  |Total

E'million £'million £'million|  £'million E'million|  £'million

forecast forecast forecast| forecast forecast|  forecast
Property acquisitions (New Build) 40.6 27.0 4.6 28.5 19.0 157.7
Property acquisitions (street properties and existing
RTB properties) 5.0 5.0 5.0 5.0 5.0 25.0
Fire Safety 20.0 20.0
Major Works (existing properties) 8.3 65.9 27.5 20.5 14.4 136.6
New Build 4.4 83.6 24.5 112.5
Buyback and decants 7.9 1.0 0.2 9.1
Deconversions and Garages 0.2 0.7 0.9
Total 86.4 183.2 99.8 54.0 38.4 461.7
Funding of the HRA Capital Programme

HRA Business Plan

Funding 2018/19 |  2019/20 2020/21 2020/21 2020/21  |Total
RTB 1-4-1receipts 137 9.6 14.3 10.1 7.2 54.8
GLA Grant 16 30.4 8.9 40.9
Leaseholders contribution to Major Works 23 3.6 5.7 5.8 4.7 223
Other capital receipts (Newshare repayment of debt) 4.0 16 16 16 16 10.4
HRA reserves (including MRR and RCCO) 64.7 118.0 29.3 28.5 24.9 265.4
Additional borrowing headroom 20.0 40.0 3.0 68.0
Total 86.3 183.2 99.8 54.0 38.4 461.7

*¥2019/20 to 2022/23 major works costs to be reprofiled. Figures will be based on the Stock Condition Survey.

11
Page 75




Appendix 2 - Assumptions

1.1 The total number of dwelling properties in the HRA is 16,137. The types and
numbers of properties in the housing stock is shown in the Table below.

Table 1 — breakdown by housing type

Type No.
Low rise properties 3,228
Medium rise properties 4,999
High rise properties 3,304
Houses 4,605
Shared ownership 1
Total 16,137

1.2  The annual inflation assumptions in the Business Plan are shown in Table 2
below:

Table 2 - Inflation

RPI CPI
2019/20 3.4% 2%
2020/21 2.8% 2%
2021/22 onwards 2.9% 2%

Consumer Price Index (CPI) is used in the calculation of rents uplift and RPI
for other HRA income and expenditure increases.

1.3  The Table provides a summary of estimated average rent and service charges
by property type for the dwelling properties.

Table 3 - Average Rents and Service Charges

2019/20 estimated|2019/20 estimated
No. of bedrooms |average rents service charges

0 72.47 8.65
1 84.12 10.92
2 95.94 10.10
3 112.69 3.77
4 130.26 0.35
5 142.90 0.15
6 168.71
7 218.35

1.4 The Welfare Reform and Work Act introduced the requirement for social
landlords to reduce rents on social properties by 1% for 4 years from 2016/17
to 2019/20. CPI plus 1% rent increase is assumed in the HRA Business Plan
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1.5

1.6

1.7

1.8

1.9

1.13

1.14

from 2020/21 onwards, and this has been confirmed by government as
applying for 5 years from 2020. The overall impact of 4 years rent reduction on
the HRA was £33m.

The PFI properties are exempt from the requirement to reduce rents. An
increase of CPI plus 0.5% is assumed for the PFI properties for 2019/20,
although this is being reviewed and consulted upon shortly.

Tenants and leaseholders are recharged the costs of providing services to
their housing blocks. Service charges are assumed will increase by RPI plus
0.5% annually. However, actual service charges are adjusted to reflect the
costs incurred.

The implementation of Universal Credit in 2018 may lead to an increase in the
rent arrears. Based on experience elsewhere, it is anticipated that arrears will
increase by up to 10% annually. This has been reflected in the HRA Business
Plan.

The Business Plan assumes tenants of new build properties will be charged
target (formula) rents, although there is a need to address the Council’s
overall approach to rent policy in the light of the GLA grant funding of £107m
for up to 1000 new homes site ready by 2022.

Efficiency savings of 5% is assumed annually on management costs between
2018/19 and 2021/22 and no inflationary increase applied. Annual RPI uplift
assumed from 2022/23 onwards.

Annual RPI increase is factored into the Business Plan for the Repairs and
Maintenance budget.

RPI is used for the annual uplift of PFlI payments. Variation in the PFI
payments above the RPI increase will be funded from the earmarked PFI
reserves.

The estimated interest on reserves for 2018/19 is £787,000. This will reduce
significantly by 2020/21 due to the increase in the funding requirements for the
HRA Capital Programme.

The HRA minimum working balance in the Business Plan is £56m. The HRA
reserves in the Business Plan are at minimum level in most years between
2019/20 and 2028/29.

The HRA Business Plan allocates resources from revenue and revenue
reserves to fund the HRA Capital programme. It is anticipated that circa £71m
of HRA capital projects will be funded from the HRA reserves over the next
five years.

The HRA CFR (borrowings) will decrease annually due to the repayment of
the PFI borrowings The £37.5m PFI debt will be fully repaid in 2035/36.
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1.16

The HRA borrowing cap has been scrapped from 31st October 2018. New
borrowing will be permitted for expenditure on new build properties and capital
expenditure on existing properties. The impacts overall of this change are
being modelled to support increased housing supply.

The interest on existing debt is estimated to cost the HRA around £12m in
2018/19. Interest will increase to £13m after the additional £68m borrowings
assumed in the HRA Business Plan The HRA can afford the extra interest
payment from the additional borrowing.

14
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Appendix 3

Appendix 3 - Modelling alternatives

Additional
Shortfallin | Newbuild  ]housing

Revenue |Revenue [Revenue the funding of [properties  [supply Recycled or

Reserve |Reserves [Reserves  |capital first five years |(units to returned

syear5|year 10 |year 30 programme  |(to 2022/23) |2022/23) receipts

£million | £million |  £million Emillion
Base Business Plan 9.8 5.1 640.3 409 456 94.5
Option 1 - increase the HRA resenves
minimum balance from £5m to £20m 24.8 20.2 656.8 15.5 409 456 54.5
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Agenda Item 7

LONDON BOROUGH OF NEWHAM

CABINET

Report title

Carpenters Estate Joint Venture Procurement — Update

Date of Meeting

Tuesday 4" December 2018

Lead Officer and

Joanne Stevens, Senior Regeneration Area Manager

contact details Tel:020 3733 2690

Email: joanne.stevens@newham.gov.uk

Director, Job title | Elaine Elkington, Interim Director of Regeneration and

Planning

Lead Member Rokhsana Fiaz (Mayor)

Key Decision? Yes Reasons: Over £500,000

Exempt Grounds: Commercial Information relating to the

information & transaction is exempt by virtue of Category 3 of

Grounds Yes Rule 11 of the Access to Information Procedure
Rules set out in the Constitution pursuant to
Schedule 12A Local Government Act 1972, as
amended.

Wards Affected Stratford and New Town

Appendices Appendix A: Carpenters Estate Map

(if any) Appendix B: EXEMPT Financial impact of 50 percent social

rented housing on the Carpenters Estate dual Joint Venture
delivery model

Appendix C: Carpenters Estate Decant Update

Appendix D: Equalities Impact Assessment

1 Executive Summary

1.1 The Council is committed to putting people at the heart of everything it does,
enabling Newham residents to play a key role in shaping the borough and
building better neighbourhoods that work for everyone.

1.2 Through Citizens’ Assemblies, residents have identified housing for local
people as a key issue. It is also a top priority for the Council. Mayor Fiaz has
pledged to deliver 50 percent of all homes on Newham owned land as
genuinely affordable and at social rent levels, including those to be provided
at Carpenters Estate.

1.3 The Council commenced a procurement in August 2017, under the previous
administration, to seek a Joint Venture partner for the comprehensive
redevelopment of Carpenters Estate; and to also hold and manage a portion

$P4EAGWEG.DOCX
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1.4

1.5

1.6

1.7

2.1

of the developed homes for income generation (a dual development and
asset holding Joint Venture).

Mayor Fiaz pledged to review this decision and to prioritise the delivery of
the largest proportion of social rented Council homes at Carpenters Estate
that is possible, aiming for a minimum of 50 percent.

Officers have reviewed the potential for the current dual Joint Venture
procurement to deliver this ambition and to realise other key strategic
objectives of the new administration, including:

o the engagement of residents on vision, design, procurement and
delivery from the outset of estate regeneration projects to ensure that
proposals are supported and championed by the community, in line
with the principles of the Mayor of London’s Good Practice Guide to
Estate Regeneration

o the Council leading on and controlling the quality, scale and pace of
housing delivery on Newham owned land.

The review concludes that on balance, delivery of this administration’s key
strategic objectives would be restricted by the scope and contractual
parameters of the current dual Joint Venture procurement, as set out in the
OJEU Concession Notice and Memorandum of Information published on
227 August 2017 and the Corrigendum published on 17t October 2017.
The reasons for this are set out further in this report and its appendices.

The primary recommendations are therefore to cease the current dual Joint
Venture procurement and to engage further with residents to define a route
for the delivery of more homes at Carpenters Estate, aiming for a minimum
of 50 percent at genuinely affordable and social rent levels, and to create a
strong and sustainable neighbourhood in a way that is financially viable for
the Council.

Recommendations

For the reasons set out in the report and its appendices, Cabinet is
recommended to agree:

211 That the Council develops and implements a programme of
consultation and engagement, to inform the Carpenters Estate
regeneration options review at recommendation 2.1.2

2.1.2 That the Council undertakes a review of regeneration options for
Carpenters Estate (including meanwhile uses) to identify the
optimum route to deliver the largest proportion of socially rented
Council homes on the estate that is possible, aiming for a minimum
of 50 percent; the review to be undertaken utilising existing capital
funding approvals.
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3.2

2.1.3 To continue the decant programme in decant phases 1 and 2, as
activated in accordance with recommendation iii) of the 15"
December 2016 Cabinet Report under delegated authority utilising
existing capital funding.

2.1.4 To cease the current OJEU procurement for a Joint Venture partner/s
for the redevelopment of Carpenters Estate, as commenced on 14t
August 2017.

Background

The existing Carpenters Estate was built between 1968-1972 on a 23 acre
site adjacent to Stratford station. There are 710 homes: 434 in three tower
blocks and 276 in low rise blocks or terraced housing. The site also includes
a community centre (rented and managed by a third party as the Carpenters
and Docklands Centre); a 2 Form Entry primary school; a pub; some light
industrial commercial units; a local housing office (formerly a GP surgery
and then a Tenant Management Organisation office until 2015) and a
convenience store. A map of the estate is shown at Appendix A.

The Building Crafts College is also located on the estate. The building and
land it occupies is owned by The Worshipful Company of Carpenters
(WCC), a livery company. The WCC are also the freehold owner of two
further parcels of land at Gibbins Road which hosts overspill activity from the
Building Crafts College together with B1 (business and light industry) uses
let to third parties.

Historic regeneration proposals

33

3.4

3.5

From 2005 to 2010, regeneration proposals focused predominantly on the
demolition of the tower blocks and some central low rise blocks, to be
replaced with alternative housing.

Following Cabinet approval of the Stratford Metropolitan Masterplan in 2010,
proposals have focused on the comprehensive redevelopment (demolition
and rebuild) of the whole estate. Discussions were entered into with UCL
regarding the location of a new east campus at Carpenters Estate but
negotiations came to an end without agreement in Spring 2013.

In November 2015 Cabinet agreed the principle of a joint venture delivery
approach and in December 2016, Cabinet approval was given to commence
the procurement of a Joint Venture partner for the redevelopment, asset
holding and management of Carpenters Estate. The procurement has been
paused since April 2018, fairly early in the process, without significant
development of proposals for the estate.
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4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

Key Considerations & Proposals

Bringing forward positive change at Carpenters Estate

There have been several false starts to redevelopment at Carpenters Estate
and residents have had to endure more than a decade of uncertainty with
regard to plans for their homes. Increasingly, this has led to a degree of
mistrust about the Council’s ability or willingness to recognise and respond
to resident needs.

This Council acknowledges the need to effect positive change now at
Carpenters Estate, prioritising residents and involving them directly in the
evolution of ambitious and deliverable plans for the neighbourhood.

It is necessary now to make progress at pace. The intent is to review options
to accelerate the delivery of new homes whilst ensuring that the estate is
managed and maintained to a good standard throughout the regeneration
process.

The regeneration options review, guided by the Mayors Manifesto
commitments, will consider short, medium and long term plans to progress
the improvement of Carpenters Estate, including meanwhile uses that will
deliver genuine community benefits to estate residents.

The Council will support the people of Carpenters Estate throughout the
consultation and regeneration process, assisting residents to build
awareness of the stages of redevelopment and the ways that they can be
involved in decision making. There will also be continued support from an
Independent Tenants and Residents Advisor (ITRA) to provide independent
advice on rehousing and decant offers.

The production of a shared vision and outline masterplan for Carpenters
Estate will involve complex and detailed work with the community. Residents
must have sufficient time to engage in and reflect upon the development of
proposals. It is anticipated that this process will take 9-12 months, after
which a report will be returned to Cabinet recommending a way forward.

In parallel work will be carried out to consider a range of construction
delivery routes for regeneration at Carpenters Estate. This options appraisal
with recommendation will be returned to Cabinet with the report on the
shared vision and masterplan.

Financial impact of 50 percent social rented homes on the dual Joint
Venture procurement model

With the Council’s external advisors JLL and KPMG, officers have
undertaken a review of the financial impact of changing the tenure mix set
out in the outline business case approved at Cabinet in December 2016
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4.9

4.10

from 35 percent affordable homes (with rents of up to 80% of market value)
to 50 percent social rented homes.

The financial outcomes of the review are set out at Exempt Appendix B of
this report and concludes that it is not commercially viable for the Council to
deliver 50 percent of homes at social rent levels applying the scale, scope
and contractual parameters of the current dual Joint Venture procurement.

Any redevelopment of Carpenters Estate will require a significant level of
investment by the Council, irrespective of the manner in which it is procured.
However the regeneration options review will carefully consider, holistically,
the financial impact and social benefit of development and the level of
control the Council has to own and to direct the use of development profit to
prioritise the delivery of the Council’s key strategic objectives.

Capital funding considerations

4.1

412

4.13

4.14

Cabinet approval was granted in December 2016 for £1.5 million initial
capital funding for external consultant fees and project management costs to
progress the current dual Joint Venture procurement. Funds were also
approved to continue the decant and buy back programme, to acquire
residential leaseholds and freeholds.

If the Mayor and Cabinet agree recommendation 2.1.4 to cease the current
dual Joint Venture procurement, capital funds expended to date on
development of the project would no longer meet the definition of capital
expenditure (since there will be no asset) and this expenditure would be
classified as revenue. The sum that would be transferred to revenue would
be in the region of £1 million. This has been accounted for in the Medium
Term Financial Strategy.

This report seeks approval to repurpose the existing approved capital
allocation for external fees and project management costs for the dual Joint
Venture procurement and utilise this to progress a regeneration options
review, as recommendation 2.1.2 of this report.

Capital funds are already committed to the buy back of residential freehold
and leasehold properties which are currently in the legal process, pending
completion. Approval is sought to continue the programme in the activated
decant areas utilising the £86.5 million capital previously approved by
Council in February 2018, as recommendation 2.1.3 of this report. No further
capital funding for decant and buy back is requested at this time.

Decant programme and progress

4.15

The regeneration of Carpenters Estate has been under consideration for a
number of years and a decant programme has been active since 2005.
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4.16

417

4.18

4.19

4.20

4.21

4.22

4.23

5.2

The Phase 1 decant area comprises the tower blocks Dennison Point, Lund
Point and James Riley Point and a limited number of low rise blocks at
Doran Walk, in the centre of the estate.

The Phase 2 decant area was activated in January 2018 and includes the
low rise blocks and houses of Carpenters Estate in Biggerstaff Road and
Warton Road.

There are currently 403 void properties on the estate, almost exclusively
within the tower blocks. Remaining, there are 97 secure tenants and 55 non-
secure tenants. Over the years a number of properties have been removed
from the social housing portfolio through the government’s Right to Buy
scheme and there are currently 151 properties in leasehold or freehold
ownership. Further information on the decant phasing and progress is
contained in Appendix C of this report.

The purpose of continuing the decant programme at this time is to continue
to prepare the site for redevelopment as soon as possible, taking into
consideration the significant and pressing need for more genuinely
affordable homes in the borough and the opportunity to provide a number of
these additional homes at Carpenters Estate.

In Newham there over 26,000 people on the Housing waiting list (as at
March 2018) and 4,500 households in temporary accommodation. The
Mayor of Newham has pledged to start building at least 1,000 new council
owned homes at social rent levels by 2022 and to start building 100 of these
by March 2019.

This commitment sits within the context of a wider approach to housing
delivery through existing and planned redevelopment programmes, enabling
Newham to address one of the highest housing delivery targets amongst
London boroughs.

Whilst the route to redevelopment at Carpenters Estate needs to be defined
through consultation with residents, it is clear that there will be a need to
increase the number of homes on the site, and that this will require some
reconfiguration of the estate.

Throughout the decant process the Council will continue to work with
affected residents to find suitable rehousing options, honouring the
commitments of the Carpenters Estate Residents’ Charter.

Policy Implications & Corporate Priorities

The delivery of new homes at social rent is a Mayoral priority that will help to
address the housing crisis in Newham.

It will also form an important part of the Council’s wider strategic Housing
Delivery Plan as outlined in the Housing Delivery Statement approved at
Cabinet on 15" November 2018.
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6
6.1

Alternatives considered
The alternatives considered are:

Continue with an adapted form of the current Joint Venture procurement

6.2

6.3

6.4

6.5

6.6

6.7

6.8

Officers have sought advice from external legal advisors Bevan Brittan on
the option to vary the existing Joint Venture procurement to accommodate
the Mayor's Manifesto pledge for the delivery of 50 percent of homes at
social rent via a resident-led masterplan.

Any adaption to the requirements of the current Joint Venture procurement
must fall within the expectations created in the OJEU Concession Notice
and Memorandum of Information advertising the procurement opportunity,
as published on 22" August 2017 and the Corrigendum published on 17t
October 2017.

Delivery of the largest proportion of socially rented Council homes on the
estate that is possible, aiming for a minimum of 50 percent. any adaptions to
the dual Joint Venture procurement would need to preserve the asset
holding and asset management characteristics of the procurement, as
advertised.

If the Council were to hold and manage most or all of the social rented
housing stock at Carpenters Estate and that comprises 50 percent of the
redevelopment, this would reduce the quantum of homes available to be
held and managed by the Asset JV. This would have an affect on the
commercial viability of the Asset JV as the asset holding opportunity and
associated value is significantly reduced.

Furthermore, providers who may have been interested in the Carpenters
Estate redevelopment opportunity if asset management was not a
requirement would not have been able to pass the Selection Questionnaire
stage of the procurement as this required minimum financial standing and
experience requirements with regard to asset management. If the asset
management requirement were to be substantively removed then such a
prequalification requirement would no longer be relevant with consequent
risk of any continuing procurement being outside of the scope of the
advertised Concession Notice.

A resident-led masterplan: the current dual Joint Venture procurement
already has a high degree of resident-led focus and community benefit
incorporated in the approach but there are further enhancements to resident
involvement which could be achieved within the ongoing procurement
process.

Greater levels of resident participation could be achieved by resident
representatives participating in the dialogue meetings and the evaluation of
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6.9

6.10

tenders, particularly in the shaping of the design, masterplanning,
employment and community benefit offerings. However, any revised or
adjusted requirements arising from this process would need to remain within
the scope of the project as advertised in the OJEU Concession Notice
(including the characteristics of a dual Joint Venture and comprehensive
redevelopment).

The Council’s objective is to adhere to the principles set out in the Mayor of
London’s Good Practice Guide to Estate Regeneration and involve residents
at an earlier stage of the process so that they are able to input to decision
making on vision, design, procurement and delivery routes for the
regeneration of Carpenters Estate.

The Concession Notice also specifies that the Council seeks a partner to
enter into a Joint Venture for the comprehensive redevelopment of
Carpenters Estate. This would include the demolition of the existing
buildings and reprovision with new. Previous survey and costing advice has
indicated that refurbishment of the existing tower block properties would not
represent value for money, taking into account the extent of the works
required and the resultant service life of the refurbished properties. The
Council has commissioned a stock condition survey to refresh the
refurbishment costing. This work is ongoing. The condition of the towers has
not improved since the previous survey and it is anticipated that the cost of
refurbishment will still be significant but at this stage the Council wishes to
consider a full range of ambitious but pragmatic options for the delivery of 50
percent social rented homes at Carpenters Estate.

Extend the pause of the current procurement whilst alternative options to deliver
50 percent home at social rent on Carpenters Estate are assessed.

6.11

6.12

6.13

6.14

The current Joint Venture procurement was paused on 6™ April 2018, initially
for a period of three months. The decision to pause was taken to allow the
Council to reflect upon the Joint Venture procurement and review the degree
of flexibility within that procurement to optimise delivery of Council priorities.
A further pause was implemented, until 14t December 2018, to continue the
review in the context of the Council’s emergent Housing Delivery Plan.

Officers have sought advice from external legal advisors Bevan Brittan on
the possibility of and risks associated with pausing the procurement for a
further period.

The advice reviews the length of time for which the procurement has already
been paused, gives consideration to market changes that may have
occurred in the intervening period and whether the opportunity would
become attractive to bidders who would later be in a position to bid for the
opportunity were it to be re-advertised.

Although there is a lack of case law precedents on this matter, the legal
advice indicates that there is an increased risk of procurement challenge to
the Council, should it seek to extend the pause beyond the nine month
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7.2

7.3

7.4

8.1

period that has already been implemented.

Consultation

Lead Member: Mayor Rokhsana Fiaz on several dates between May 2018
and November 2018 including:

3rd July 2018, 1st August 2018, 11t September 2018, 10t October 2018, 5t
November 2018

Briefing held with the following Cabinet Members on 23rd November 2018:

Clir Charlene McClean, Clir John Gray, ClIr Julianne Marriott, Clir Susan
Masters, ClIr Terence Paul, Clir Rachel Tripp

Meeting held with the Mayor and residents of Carpenters Estate on 24t
November 2018

The Council is committed to meaningful consultation and engagement with
residents on the future of Carpenters Estate.

Implications

Financial Implications

8.1.1 The Report recommends that the Council review the options to

regenerate the Carpenters Estate, with the review funded from budgets
that remain from the previous procurement. The increased percentage
of social housing in the project will reduce the rental income to the
development. This will mean that future development will require some
level of subsidy (via S106 receipts, capital receipts, GLA\other grants or
increased private sales) in order to be viable. The review of future
options will need to reflect this.

8.1.2 The report also recommends continuing the decant of the estate using

resources agreed previously by Council. The Budget agreed by Council
in February 2018 (Appendices K and L) committed additional capital
funding to the Carpenters project between 2018/19 and 21/22 (the
period of the MTFS). This to fund the continuing land assembly costs
(£86.5m total) and invest in equity in the Development JV. The funding
was primarily from the General Fund with a small amount from the
HRA.

HRA £3.675 million
General Fund £213.329 million

8.1.3 Ending the current procurement will mean all costs related to the

procurement become revenue expenditure (there will be no related
asset). The expenditure incurred to date is in the region of £1 million
although the charge to revenue may be reduced if any of the work
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undertaken to date can be reused for any subsequent development.

8.1.4 There is a risk of challenge from the unsuccessful bidders — both short
and long listed bids could do this and should this occur the costs will
increase. Should a challenge be made, it is unlikely that detailed
designs will have been developed and bidder costs should be limited.

8.1.5 The dual Joint Venture model currently under procurement assumes that
the Private Sector Partner will share with the Council the risk and
reward of developing out and holding the assets of a wholly rebuilt
Carpenters Estate.

8.1.6 To participate in a joint venture, a potential Private Sector Partner would
seek to realise a minimum level of development profit and would require
the Council to fund the shortfall in land value to make the development
viable.

8.1.7 Financial modelling indicates that a 50% social rented model with the
same scale, scope and characteristics of the current Joint Venture
procurement will result in a significant negative land value and a very
low rate of return on the asset holding vehicle.

8.1.8 Taking into consideration the large capital sums involved in funding the
Council’s participation in the Development Joint Venture, ensuring the
development profit, offsetting the negative land value and forward
funding the establishment of the Asset Joint Venture the Report
recommends that the Council seeks an alternative delivery route for
regeneration at Carpenters Estate

8.1.9 Any subsequent procurement exercise will incur additional costs in
respect of master planning, commercial and legal advice etc. These will
need to be quantified and funding sought as part of the Council Medium
Term Financial Strategy.

8.1.10 The removal of the HRA borrowing restrictions announced after the
recent Budget may provide a further source of funding, as the Council
will be able to borrow more than previously. It is uncertain that any new
procurement would be completed within the timescales required by the
current GLA Affordable Homes Programme, so the funding for provision
of homes at London Affordable Rents may not be available at the same
level of Grant that is available to fund the programme agreed by
Cabinet in September 2018.

8.1.11 The land owned by the Council in the site is currently within the
Housing Revenue Account and it may be necessary to appropriate part
or all of the Council owned land to the General Fund if the eventual
development proposals involve the provision of non HRA homes. This
will be subject of further reports as the phasing of any future
development is established
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8.2 Legal Implications

8.2.1

8.2.2

8.2.3

8.2.4

8.2.5

8.2.6

8.2.7

8.2.8

8.2.9

The Council has sought and received advice from external solicitors,
Bevan Brittan, throughout this procurement

The Council has a wide discretion under EU procurement law principles
to discontinue a procurement process at any time and it is not restricted
to serious or exceptional circumstances.

However, such a decision must comply with the fundamental principles
of EU procurement law and in particular those of equal treatment and
proportionality. The reasons for any decision to abandon need to be
credible and objective.

The Council’s decision to discontinue the procedure is, in broad terms,
based on the change in strategic policy direction and housing tenure
mix needs; the unsuitability of the current procurement procedure to be
adapted to deliver those needs; as well as the commercial viability of
the dual JV approach to deliver those needs.

These are legitimate, objective and proportionate reasons to
discontinue the current procedure in procurement law terms. The
Council's decision to discontinue is well within the broad discretion to
abandon afforded by EU procurement rules.

In addition to the Council’s wide discretion under EU law principles, the
documents issued to bidders (the Invitation to Submit Outline Solutions
(ISOS)) confirmed that the Council reserved the right at any time not to
award a contract and to withdraw from, suspend or terminate the
procurement procedure or any part of it.

The ISOS issued to bidders also affirmed that they are liable for their
own costs in participating in the procurement. The Council accepted no
liability for costs incurred by any bidder if the procurement process
ceased or a contract was not awarded.

In terms of alternatives to discontinuance, the Council has already
paused the procurement process since April 2018. As to any further
pause to consider procurement strategy and options, the key issue is
whether as time goes on, the market changes and the opportunity
would become attractive to bidders who would later be in a position to
bid for the opportunity were it to be re-advertised.

The initial pause in activity and consequent extension of the
procurement timetable in terms of months was well within market
expectations and tolerances for this procurement and was low risk.
However, if the pause were to extend to, for example, a year, the
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procurement is at greater risk and more susceptible to the argument
that it ought to be re-advertised rather than reactivated.

8.2.10 The Council has duties to consult both under Housing Act consultation
requirements for Carpenters residents and generally at a high level in
terms of how the Council meets its housing duties. The remaining
residents of the Carpenters Estate, those who have already moved with
expectations of moving back and more widely those residents
interested in the development and regeneration of the Estate will have
expectations around consultation on the decision and the next steps.

8.3 Equalities Implications

8.3.1 These are set out in the Equalities Impact Assessment at Appendix D of
this report.

8.4 Other Implications relevant to this report:
8.4.1 None

Background Information used in the preparation of this report
9.2 Cabinet Paper 15t December 2016

9.3 Delegated Decision of 29" September 2017 approving the decant and
phasing strategy for Carpenters Estate

9.4 Carpenters Residents’ Charter

10 Financial Approvals to date

10.1 Cabinet Report December 2016

Cabinet in December 2016 approved the Carpenters Outline Business
Case, which included anticipated costs and income to the council over
the life of the scheme and requested funding associated with phases 1
and 2 of the project covering:

Phase 1- Preparation, including: capacity and viability study;
preparation of OJEU documents; finalising Cooperation Agreement with
the WCC,; finalising MOU with potential anchor tenant; progressing
acquisition within the active decant area

Phase 2 — Procurement, including: managing and concluding a
Competitive Dialogue process to subsequently form a contract with a
Joint Venture partner; expanding the active decant area to accelerate
property acquisition and progress vacant possession
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The Business Case set out anticipated site assembly costs of £86.5m
and specifically requested:

e |nitial Capital Funding of £1.5m for external fees and project
management

e £6.5m for next phase of acquisitions and decants and £3.0m for
opportunity acquisitions.

10.2 Cabinet February 2017

The financial approval for the council’s capital programme is via full
Council. The approvals relevant to the Carpenters scheme are:

2016/2017: £1.445m

Capital Programme agreed as part of 2016/17 budget report. The
overall capital programme contained £8.078m of unallocated resources.

10.3 Council February 2017

2017/2018: £10.95m

Capital Programme agreed as part of the February 2017 budget report
which included £37.341m of “other Schemes”, with allocation being
subject to business case approval and needing to follow the internal
approval process before permission to spend.” (para 10.21)

The underspend from 2017/2018 was transferred to the following year.

10.4 Council February 2018

2018/2019: £217m

The Budget report agreed by Council in February 2018 (Appendices K
and L) committed additional capital funding to the project between
2018/19 and 21/22 (the period of the MTFS). This to fund the
continuing land assembly costs (£86.5m total) and invest in equity in the
Development JV. The funding was primarily from the General Fund with
a small amount from the HRA.

HRA £3.675 million
General Fund £213.329 million
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86 abed

MOVED TO:

Location

Property Type

Bedsize

Landlord

MOVED TO:

Location

Property Type

Bedsize

Landlord

Total Tenant Decants/Moves from Carpenters Estate, as at 31.10.18

Lund Point Tower Block

98 Moves in Total

E15/E20 Other Newham Out of Borough Total
70 20 8 98
House Bungalow Ground Floor Flat Low Rise High Rise Sheltered Maisonette
27 4 10 27 22 6 2 98
Same Bedsize Increased Bedsize Downsize Split Household
64 31 2 1 98
LBN Housing Association Other L.A.
80 14 4 98
Dennison Point Tower Block 69 Moves in Total
E15/E20 Other Newham Out of Borough Total
52 15 2
House Bungalow Ground Floor Flat Low Rise High Rise Sheltered Maisonette
33 1 5 15 11 3 1 69
Same Bedsize Increased Bedsize Downsize Split Household
36 21 8 4 69
LBN Housing Association Other L.A.
50 19 0 69

James Riley Point Tower Block

90 Moves in Total




66 2bed

MOVED TO:

Location

Property Type

Bedsize

Landlord

MOVED TO:

Location

Property Type

Bedsize

Landlord

MOVED TO:

Location

E15/E20 Other Newham Out of Borough Total

59 26 5
House Bungalow Ground Floor Flat Low Rise High Rise Sheltered Maisonette
49 1 14 13 7 2 4 90
Same Bedsize Increased Bedsize Downsize Split Household
37 32 13 8 90
LBN Housing Association Other L.A.
68 22 0 90
Doran Walk Low Rise 20 Moves in Total

E15/E20 Other Newham Out of Borough Total

17 2 1 20
House Bungalow Ground Floor Flat Low Rise High Rise Sheltered Maisonette
2 2 4 8 2 1 1 20
Same Bedsize Increased Bedsize Downsize Split Household
17 3 0 0 20
LBN Housing Association Other L.A.
18 2 0 20
Biggerstaff/Warton Rd 5 Moves in Total
E15/E20 Other Newham Out of Borough Total
4 0 1 5




Property Type

Bedsize

Landlord

00T 9abed

House Bungalow GFF Low Rise High Rise Sheltered Maisonette
3 1 1
Same Bedsize Increased Bedsize Downsize Split Household
4 1 0 0
LBN Housing Association Other L.A.
4 0 1




TOT abed

CARPENTERS ESTATE OCCUPANCY DATA 29.10.18

1B 2B 3B 4B 5B TOTAL
RESIDENT | LANDLORD/

TOWER BLOCKS LH/FH INVESTOR
Secure tenant 3 4 1 0 0 8
Non-secure tenant 0 0 0 0 0|| 0
Leasehold 6 13 9 0 o 28 19 9
Freehold 0 0 0 0 o 0
Void 123 181 94 0 of 398
Guardian 0 0 0 0 0 0
LOW RISE FLATS
Secure tenant 43 10 0 0 0 53
Non-secure tenant 43 0 0 0 0|| 43
Leasehold 25 4 0 0 o 29 16 15
Freehold 0 0 0 0 o 0
Unauthorised 1 0 0 0 0|| 1
Void 4 0 0 0 o 4
Guardian 1 0 0 0 0 1
HOUSES
Secure tenant 0 0 25 10 1 36
Non-secure tenant 0 0 9 3 0 12
Leasehold 0 0 0 0 o 0
Freehold 0 0 69 25 o 94 62 32
Unauthorised 0 0 1 0 0|| 1
Void 0 0 1 0 o 1
Guardian 0 0 0 1 0 1

710
TOWER BLOCKS 434 Units
LOW RISE FLATS 131 Units
HOUSES 145 Units
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Appendix D
Cabinet Report, 4t December 2018
Carpenters Estate Joint Venture Procurement — Update

Equalities Impact Assessment

(consultation and engagement, review of regeneration
options and cessation of Joint Venture procurement)

Version number 1.0

Date last reviewed

Approved by Robin Cooper Head of Regeneration
Date approved 26 November 2018

Next review date 4 April 2019

1. Management of the EqlA
Keith Smith, Consultation Manager — Regeneration Service

This Equality Impact Assessment (EQIA) is a live document that will be
updated during the course of the regeneration and will form part of the
Carpenters Estate programme governance. Additional EqlAs may be
conducted.

2. Scope / focus of the EqlA

This EqlA has been completed to assess the equality implications of
recommendations contained within a report to the Mayor of Newham in
consultation with Cabinet in December 2018. These recommendations

are:

That the Council develops and implements a programme of
consultation and engagement, to inform the Carpenters Estate
regeneration options review below

That the Council undertakes a review of regeneration options for
Carpenters Estate (including meanwhile uses) to identify the
optimum route to deliver the largest proportion of socially rented
Council homes on the estate that is possible, aiming for a minimum
of 50 percent; the review to be undertaken utilising existing capital
funding approvals.

To continue the decant programme in decant phases 1 and 2, as
activated in accordance with recommendation iii) of the 15th
December 2016 Cabinet Report under delegated authority utilising
existing capital funding.

London Borough of Newham 1
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e To cease the current OJEU procurement for a Joint Venture
partner/s for the redevelopment of Carpenters Estate, as
commenced on 14th August 2017.

Consulting and engaging with the community, ceasing the current
procurement, continuing with the decant programme and reviewing
regeneration options is aimed at enabling the largest proportion of socially
rented properties on the Carpenters Estate possible to benefit existing and
future residents.

The EqIA assesses the impact on residents and users, in particular,
disadvantaged or excluded groups of people. It identifies and assesses
potential impacts (positive and negative) of the proposal, in order to make
recommendations to mitigate against any adverse impacts on the
population, enhance positive impacts and address any inequalities.

A map of the Carpenters Estate is attached at Appendix A.

3. Identification of policy aims, objectives and purpose

The Council is committed to putting people at the heart of everything it
does, enabling Newham residents to play a key role in shaping the
borough and building better neighbourhoods that work for everyone.

Through Citizens’ Assemblies, residents have identified housing for local
people as a key issue. It is also a top priority for the Council. Mayor Fiaz
has pledged to deliver 50 percent of all homes on Newham owned land as
genuinely affordable and at social rent levels, including those to be
provided at Carpenters Estate.

The Council commenced a procurement in August 2017, under the
previous administration, to seek a Joint Venture partner for the
comprehensive redevelopment of Carpenters Estate; and to also hold and
manage a portion of the developed homes for income generation (a dual
development and asset holding Joint Venture).

Mayor Fiaz pledged to review this decision and to prioritise the delivery of
the largest proportion of social rented Council homes at Carpenters Estate
that is possible, aiming for a minimum of 50 percent.

Officers have reviewed the potential for the current dual Joint Venture
procurement to deliver this ambition and to realise other key strategic
objectives of the new administration, including:

the engagement of residents on vision, design, procurement and delivery
from the outset of estate regeneration projects to ensure that proposals
are supported and championed by the community, in line with the
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principles of the Mayor of London’s Good Practice Guide to Estate
Regeneration

the Council leading on and controlling the quality, scale and pace of
housing delivery on Newham owned land.

The review concludes that on balance, delivery of this administration’s key
strategic objectives would be restricted by the scope and contractual
parameters of the current dual Joint Venture procurement, as set out in
the OJEU Concession Notice and Memorandum of Information published
on 22nd August 2017 and the Corrigendum published on 17th October
2017. The reasons for this are set out further in this report and its
appendices.

The primary recommendations are therefore to cease the current dual
Joint Venture procurement and to engage further with residents to define a
route for the delivery of more homes at Carpenters Estate, aiming for a
minimum of 50 percent at genuinely affordable and social rent levels, and
to create a strong and sustainable neighbourhood in a way that is
financially viable for the Council.

The decanting programme is currently underway for the flowing properties:
James Riley Point, Lund Point, Dennison Point, 52-62 Doran Walk, 2-138
& 1-27 Biggerstaff Road and 26-38B Warton Road. The Cabinet report
recommends the continuation of the current decant programme.
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4. Assessment of Relevance

Protected characteristic

Assessment of relevance
High, Medium, Low

Provide evidence

Class or socio-economic disadvantage

High

Regeneration has the potential to deliver new
homes across a range of typologies, including
the largest proportion of socially rented
Council homes on the estate that is possible,
aiming for a minimum of 50 percent. This
would increase the no. of genuinely affordable
units on the estate benefitting socio-
economically disadvantaged people.

It has the potential to deliver an improved
public realm, enhanced connections to local
area, improved educational and community
facilities, training and job opportunities and
provide a high quality of life.

Residents in active decant areas will be
required to enable their homes to demolished
for redevelopment to take place.

The Residents Charter commitments will be

Northgate housing information on secure
tenants in active decant areas (Nov 2018):

— 45.09% of secure council tenants were
Housing Benefits claimants.

Northgate information on all secure tenants
across on Carpenters housing information
(Nov 2018):

— 52.8% of secure council tenants were
Housing Benefits claimants.

Northgate information on all secure tenants
across on Carpenters housing information
(Nov 2018):

- 74.43% of non-secure tenants were
Housing Benefit claimants

Census 2011:
— Stratford and New Town ward has 39% of
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adhered to, to minimise negative impacts.

Support through the rehousing and
regeneration process will be provided by
Housing and Regeneration officers

Non-secure tenants who are not covered by
the Residents Charter will be able to seek
assistance from the Council on Housing
Options.

Private tenants will also seek advice from the
Council on Housing Options Centre or talk to
their landlord about alternative
accommodation.

the population not working compared with
23.2% for England as a whole.

— Economic activity stands at 61%
compared to 76.8% nationally.

— 30% of households have multiple
deprivation compared to 26% for London
as a whole.

— The long term sick or disabled make up
9% of the population compared to a
national average of 4.6%.

— 8% receive out of work benefits compared
with 5% nationally

Data provided by the 2015 GLA intelligence

for Newha