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Independent auditor’s report to the members of the London Borough of
Hammersmith and Fulham
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CERTIFICATION BY CHAIR OF THE AUDIT COMMITTEE
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THE DIRECTOR OF FINANCE’'S NARRATIVE REPORT

Introduction from the Director of Finance

Hammersmith & Fulham is a dynamic, diverse and exciting place to live and work. Sitting alongside four and a

half miles of the river Thames and nestled between one of the world’s busiest airports, the City of London and

London’s West End, the Borough is aiming to be the best place for business in Europe, as well as a thriving hub
for the arts, culture, sports and leisure.

Hammersmith & Fulham, like most local authorities, continues to face significant financial challenges. For over
a decade, national and local public finances have been under significant pressure whilst demand for our
services has increased.

Whilst 2022/23 saw continued recovery from the health pandemic, from a financial point-of-view, the year will
most likely be marked by the cost-of-living crisis and the inflationary and interest rate pressures faced by the
Council and its residents from the national economic turbulence. These challenges reinforce the importance of
finding ever more efficient ways to make our resources go further.

The Council’s continued focus on financial resilience, embedded through the medium-term financial strategy
and programme to deliver savings has enabled it to mitigate against the financial challenges and manage the
financial resources effectively. The Council has remained within budget during the year and earmarked
reserves continue to be proportionate at £165m given the current strategic operating environment. Capital
investment for the financial year was £140m.

Looking ahead to 2023/24, the Council has set a balanced budget and continues its commitment to investment
through an ambitious capital programme.

The strategic operating environment of the Council remains significantly challenging with the continuing macro-
economic pressures with inflation remaining a particular concern. The Council will continue to act prudently to
maintain adequate levels of one-off reserves to manage financial risk and to maintain the investment to deliver
the Council priorities and complete the Building Homes and Communities Programme and the major
Regeneration Schemes including Civic Campus. The Council will continue to deliver services in line with the six
values and especially being ‘ruthlessly financially efficient’.

Priorities and Performance

The Council has established the following values in its vision:

e Building shared prosperity

e Creating a compassionate council

e Doing things with residents, not to them

e Being ruthlessly financially efficient

e Taking pride in Hammersmith & Fulham

¢ Rising to the challenge of the climate and ecological emergency

The Council is updating the Corporate Plan and Business Objectives and performance is robustly monitored at a
corporate, departmental and service level and reported to the Strategic Leadership Team (SLT) and Cabinet.

Organisational Overview and External Environment

As a unitary authority Hammersmith & Fulham has responsibility for the delivery of a broad range of services
including:

e Adult Social Care

e Children Services

e Collection of Revenues (Council Tax and Business Rates)
e Social and Affordable Housing and Homelessness

e Economic Regeneration and Development

e Welfare Benefits Administration

e Community Services (Libraries, Parks, Leisure Centres)
e Planning and Building Control

e Public Health

e Regulatory Services (including Trading Standards, Food Safety, Environment Health, HMOs)
e Highways and Transport

¢ Waste Management and Recycling

Additional details of our services are available on our website.
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Governance

The Council operates the Leader/Cabinet system with 50 councillors in total representing 21 Wards. The
Council’s governance arrangements are explained in detail in the Annual Governance Statement (AGS) and this
is published as part of these financial statements. The Council’s Constitution sets out how the Council operates,
how decisions are made and the procedures which are followed to ensure that it is efficient, transparent and
accountable to local residents. The latest version of the Council’s Constitution can be viewed on our website.

Organisational Model

A list of our main service areas and directors — who together comprised the Strategic Leadership Team (SLT) -
as at the end of the 2022/23 financial year was as follows:

Acting Chief Executive Sharon Lea
Strategic Director of Economy Jonathan Pickstone
Strategic Director of Environment Bram Kainth
Strategic Director of Social Care Lisa Redfern
Interim Director of Corporate Services David Tatlow
Strategic Director of Children's Services Jacqui McShannon
Acting Director of Finance Sukvinder Kalsi

Up to date information concerning the SLT is available here:
https://www.lbhf.gov.uk/councillors-and-democracy/about-hammersmith-fulham-council/our-services

People

The council employs 2,324 people in full time and part-time contracts (excluding schools). The workforce
generally reflects the diversity of residents across the Borough. The table below sets out a Departmental
breakdown of the Council’s employees by age, disability, gender and ethnicity.

Age
Childrens . Corporate . The
Age group Services Finance Services Social Care The Economy Environment
<20 1% 0% 0% 0% 1% 1%
20-24 3% 4% 3% 2% 1% 3%
25-29 9% 12% 10% 3% 7% 6%
30-34 16% 14% 9% 9% 12% 6%
35-39 13% 10% 14% 10% 11% 8%
40-44 10% 10% 10% 13% 13% 13%
45-49 11% 11% 11% 12% 11% 13%
50-54 14% 14% 14% 15% 13% 15%
55-59 12% 13% 15% 17% 13% 17%
60-64 9% 10% 12% 17% 14% 15%
>65 2% 2% 2% 2% 4% 3%
Grand Total 100% 100% 100% 100% 100% 100%
Disability
Disability Chlldr'ens Finance Corporate Social Care e . iz
Services Services Economy Environment
Disabled 6.9% 7.0% 4.0% 7.4% 6.2% 4.9%
Non-disabled 93.1% 93.0% 96.0% 92.6% 93.8% 95.1%
Grand Total 100% 100% 100% 100% 100% 100%
Gender
Female Female Male Male
Department Employees Employees Employees Employees
Social Care 163 70.0% 70 30.0%
Children's Services 341 81.0% 80 19.0%
Finance 96 55.8% 76 44.2%
Corporate Services 114 57.9% 83 42.1%
The Economy 297 46.6% 340 53.4%
The Environment 304 45.8% 360 54.2%
Grand Total 1,315 56.6% 1,009 43.4%
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The Council, like other large employers, publishes its gender pay gap information.

To see our gender pay

results and those of other organisations you can visit: https://gender-pay-gap.service.gov.uk/

Ethnicity

- Childrens . Corporate . The
Ethnicity Services Finance Services Social Care The Economy Ty
Asian 8% 14% 16% 4% 9% 13%
Black 23% 26% 23% 33% 23% 27%
Mixed 6% 5% 6% 4% 5% 8%
No data provided 2% 0% 0% 1% 1% 1%
Other 1% 1% 2% 1% 2% 1%
Prefer not to say 15% 14% 8% 12% 20% 8%
White 45% 40% 45% 45% 40% 42%
Grand Total 100% 100% 100% 100% 100% 100%

Risks and Opportunities

The Council’s risk management framework involves an ongoing process to identify the risks to our policies,
aims and objectives and to prioritise them according to likelihood and impact. The Council maintains a
comprehensive suite of risk registers which are regularly reviewed by the Audit Committee. This is published
as part of the relevant committee papers which can be accessed on our website.

The Council’s key risks are summarised below:

Highest-Level Risks

Impact and Mitigation

Financial Sustainability/
Medium-Term Financial
Management Planning.

The Council’s financial operating environment remains challenging with the expected
pressure on public finances and the impact on services from the current high
inflation levels and interest rates. This will increase all operating costs and also
impact of services especially homelessness and other welfare services.

The Council has a well-developed and established medium-term financial planning
process (for revenue, capital and treasury management) and strong in-year financial
governance arrangements (from Finance SLT to DMTs) to help mitigate these risks.

Management of
complaints and requests
for information from
residents

Mishandling of queries and complaints potentially resulting in underlying issues not
being addressed and/or escalation to regulatory authorities.

An improvement plan is in place and being overseen by SLT. Regular reporting to
SLT and controls are in place and action being taken to address areas of concern.

Failure to maintain
services to residents in
the event of IT systems
being compromised and
affecting service
resilience.

The Council continues to monitor and mitigate external risks which may affect its IT
systems, including attempts to breach our network through cyber-attacks, on-going
security patching, the robustness of our supplier chain and overall disaster recovery
provision against a backdrop of increasing costs. In 2022/23 mitigations included
risk-mitigation workshops run buy digital services, enhancements to email security
and participation by Digital Services in an expert led cyber security workshop.

Delivering the Civic
Campus Programme in a
timely way.

Assurance is provided through the more strategic Civic Campus Executive Board
(CCB), the Civic Campus Design Board and the Civic Campus Working Group
(CCWG). The CCB will provide a steer to the operational leads where required. Key
programme milestones, workstream progress, budgets and risks and issues continue
to be reported to the Executive Board and to SLT Programme meetings.

High needs safety-valve
agreement delivery

The education High-Needs budget continues to face pressure, impacting on provision
of services for vulnerable young residents.

Mitigations include Early Intervention to schools and other providers, the SEND
transformations programme and a robust savings plan with pipeline savings
modelled for 2024/25 and 2025/26
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Opportunities

Regarding opportunities, the Council continues to progress and explore a number of regeneration schemes and
development schemes. In addition, the Industrial Strategy - Economic Growth for Everyone - reflects our
ambition to make our borough the best place to do business in Europe and to ensure that everyone benefits.
Hammersmith & Fulham is changing rapidly and we're determined to seize the opportunities for everyone. We
believe local government has a role in supporting growth. It can bring partners together, regenerate town
centres, help with affordable workspaces, teach people the skills they need, use procurement to support local
firms and much more. In Hammersmith & Fulham, we want to use the power of local government to create a
borough able to compete with the best in the 21st century. The detail of our Industrial Strategy is published
online on our website.

The Industrial Strategy will be more important than ever as the effect of the pandemic and the cost-of-living
crisis affects jobs, businesses and livelihoods. The Council will continue to work with partners and businesses to
lead the way to economic recovery of the borough and as a result, the Industrial Strategy has entered into
Upstream, a partnership between the Council and Imperial College London. Upstream’s vision is for
Hammersmith & Fulham to have an inclusive, thriving ecosystem of ambitious science, tech and creative
organisations, with the White City innovation district a global beacon of growth through innovation.

The strategy also includes:

¢ how we will make it easier for entrepreneurs to start and grow a business, creating more affordable
workspaces, exploring business rates cuts for key sectors, and creating a new venture capital fund to
support tech and creative businesses

e details of major regeneration and infrastructure schemes, including delivering 10,000 new homes, half of
which will be affordable, as well as improvements to rail links and the station at Old Oak Common

e our investment in local skills, with extra support for science and maths teachers and apprenticeships.

The Building Homes and Communities Programme sets out clear priorities around delivering 1,500 new
affordable homes, including 500 for affordable home ownership and to review all sites including smaller areas
to use every available land for housing. The Council also has London Plan commitments to deliver new housing.

The Council has approved the HRA Asset Management Compliance Strategy and Capital
Programme. The programme prioritises work to deliver Fire Safety Plus, other health and safety compliance
works and other pre-agreed works to ensure the safety and welfare of all residents through investment
decisions about the housing stock.

The Environment

In our part of a busy city, residents deserve a place that is safe, clean and green. We're working hard to be the
most environmentally positive borough in London, because the health and wellbeing of our communities is so
important.

In 2019, H&F Council declared a climate and ecological emergency. We have set ambitious targets for
emissions by 2030 for our borough. You can find out more about what the Council is doing to tackle this
emergency on our website: https://www.lbhf.gov.uk/environment/climate-and-ecological-emergency.

Some of our key environmental achievements during the last 12 to 18 months are set out below:

e The Clean Air Neighbourhoods (CAN) is being developed and two CAN zones have been implemented.

e The Council were judged to have London’s best climate emergency plan by independent charity Climate
Emergency UK, the highest concentration of electric vehicle charging points in Britain, and the highest
concentration of air quality monitors in Europe. UK Divest also found that our pension fund has the best
record of any local authority in the country of divesting from fossil fuels.

e More than 1,000 local young people have received cycle training from our expert tutors over the past year.

e The Council has installed 50 new air quality sensors to help track and reduce air pollution near schools.

e “Adopt a tree” and tree giveaway schemes were launched;

e The Hammersmith and Fulham “Library of Things” was launched offering a range of useful household, DIY
and gardening items, available to rent from only a few pounds a day;

e The roll-out of electric charge-points has continued apace and in the year the milestone of 3,000 points in
the Borough was passed.
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Finance Strategy, Performance and Outlook

Strategy and Resource Allocation

The Council has embedded the Medium-Term Financial Strategy (MTFS) within its business planning
framework. The MTFS has been the vehicle for allocating resources to the Council’s priorities, driving through
efficiency savings and monitoring their delivery. It provides the Council with a forum for challenging budget
and service proposals, identifying and developing savings and efficiencies and dealing with significant financial
risks, in particular the long-term reduction in government funding.

Annually, the Council sets the Revenue Budget - this sets out the Council’s spending plans on day-to-day
expenditure which includes everything from staff salaries, building maintenance and the costs of refuse
collection and disposal. It is a legal requirement of the Council to set a balanced budget i.e. expenditure
cannot be more than the resources available. In brief, the 2022/23 budgets included:

e Investment of £7.4m to meet the costs of statutory obligations, demographic, service and demand
pressures and key resident priorities;

e Savings of £4.9m required to balance the budget and off-set cost pressures; and

e Measures to strengthen the Council’s future financial resilience by contributing one-off resources of £2.9m
to general balances and setting aside an additional one-off contingency of £1.5m regarding Covid-19
financial pressures.

This resulted in a gross budget of £534m (and net revenue budget requirement of £125.7m) funded from
council tax, the local share of business rates and revenue support grant from government.

The 2022/23 Budget Strategy recognised that the pandemic had heightened the financial risks facing the
Council and recommended that the range for the optimal level of general balances be increased to between
£19m-£25m. The actual general balances carried forward at the end of 2022/23 were £21.3m.

The Council also approves the Capital Programme which captures the spending to purchase or improve the
Council’s long-term assets (such as buildings and vehicles). The 2022-26 capital programme included:

e A housing and regeneration programme of £390m

¢ Hammersmith Bridge stabilisation

e The Civic Campus Programme including refurbishment of Hammersmith Town Hall

e The continuation of the Council’s rolling programmes for Disabled Facilities Grants, Planned Building
Maintenance, Footways and Carriageways.

Financial Performance

The revenue outturn for 2022/23 shows a year end underspend of £0.3m after adjustments to and from
reserves across a range of services and to take into account anticipated risks on our finances from the
continuing macro-economic turbulence together with technical timing impacts on the Collection Fund. This net
underspend will be added to the General Fund balance. At the end of the year, the General Fund Balance
stands at £21.3m and earmarked reserves were £165m for both the general fund and the HRA.

The draft Statement of Accounts for 2022/23 sets out the Council’s spending and funding in line with
accounting requirements. The position below explains the same information in the form of the Council’s
management accounts. The Council’s financial position (for example, total usable reserves and final working
balance) is the same in both formats. The summary General Fund outturn position is as set out below:
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Over/
Department Budget Actual (Under)
Spend
£m £m £m
Social Care including Public Health 68.2 68.2 0
Children’s Services 53.8 53.4 (0.4)
The Economy Department (16.6) (16.4) 0.2
The Environment Department 75.2 76.6 1.4
Controlled Parking Account (34.1) (34.1) -
Finance 2.5 2.1 (0.4)
Resources 9.1 9.2 0.1
Centrally Managed Budgets (including unallocated contingency) 1 (0.2) (1.2)
Gross Operating Expenditure 159.1 158.8 (0.3)
Technical and Financial Accounting Adjustments 21.7 21.7 -
Non-Ring-fenced Revenue Grants (53.7) (53.7) -
Net Contribution to/(from) Earmarked Reserves (6.9) (6.9) -
Total Net Expenditure 120.2 119.9 (0.3)
Funded by:
Localised Business Rates (53.2) (53.2) -
Council Tax (67) (67) -
Total Funding (120.2) (120.2) -
Final Position 0 (0.3) (0.3)

Dedicated schools grant (DSG) is paid in support of local authority schools’ budgets, being the main source of
income for the schools. In common with other London Boroughs, the High Needs Block element has come
under increased pressure in supporting children with special educational needs and spend has been
significantly higher than the funding provided by central government. The Council holds a cumulative DSG
deficit of £14.5m, which in line with statutory accounting requirements is held in an unusable reserve and will
remain unchanged through the statutory determination period (2021-2024). This deficit reserve is matched by
a discretionary usable earmarked reserves to ensure that the Council is able to fund this deficit on the
expiration of the statutory provisions.

The Statement of Accounts also includes the ring-fenced Housing Revenue Account for the provision of social
housing. The closing balance on the Housing Revenue Account was £10.0m with associated Earmarked
Reserves of £11m. This reflects a budgeted use of reserves during 2022/23. The HRA is facing some significant
financial challenges in increasing costs, particularly in housing repairs and to fund capital investment in health
and safety. As a result, there is a continued need to identify significant efficiencies in future years to ensure
that the HRA is sustainable. Further details for 2022/23 are set out in the HRA Statement of Accounts.
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The Council's Balance Sheet as at 31 March 2023 is summarised below.

Summary Balance Sheet SARN R 31-Mar-22
£m £m
Long Term Assets 2,171 2,127
Current Assets 333 388
Current Liabilities (230) (255)
Net Pension Liabilities (90) (477)
Other Long-Term Liabilities (316) (307)
Net Assets 1,868 1,476
Represented by:
Usable Reserves (301) (282)
Unusable reserves (1,567) (1,194)
Total Reserves (1,868) (1,476)
The breakdown of the usable reserves is set out below:
Summary Usable Reserves SHEHLE2S 31-Mar-22
£m £m
General Fund Balance (21) (20)
General Fund Earmarked Reserves (154) (161)
HRA Balance and Earmarked Reserves (21) (26)
Schools Reserves (7) (10)
Capital Reserves (Receipts and Grants) (98) (65)
Total (301) (282)
Capital

In 2022/23, the actual capital expenditure (outturn) totalled £140.1m and the table below summarises capital

expenditure by service area:

Department 2022/23 2021/22
£m £m
Adult Social Care 1.8 1.5
Children's Services 0.9 0.7
The Environment Department 26.9 10.5
Finance 1.0 0.5
The Economy Department - General Fund Schemes 43.7 26.3
The Economy Department — Housing and Regeneration 12.9 16.0
The Economy Department - Housing Revenue Account 52.9 39.6
Total 140.1 95.1
The 2022/23 capital programme was financed as follows:
Capital Financing 2022/23 2021/22
£m £m
Capital Receipts 6.3 7.6
Increase in Capital Finance Requirement (CFR) 77.1 43.6
Capital Grants and Contributions 35.2 26.1
Major Repairs Reserve (MRR) 17.8 17.0
Council and School Reserves 0.2 0.1
Revenue Contributions to Capital 3.5 0.7
Total 140.1 95.1
The capital additions during the year included:
e £39.6m investment in the Council’s social housing stock and fire safety measures
e £22.7m on the Civic Campus development
e £17.1m on affordable housing schemes
e £10.5m on the borough’s highways and infrastructure schemes
London Borough of Hammersmith and Fulham 13



Financial Outlook

The Council’s 2023/24 budget proposals were approved in February 2023 to tackle the cost-of-living crisis and
delivery of resident priorities. The ongoing cost-of-living crisis has led to an increase in demand for services
whilst the upturn in both interest rates and inflation, alongside the resetting of the public finances, at a
national level, has placed a further strain on local authorities. The 2023/24 budget was set with the need to
strengthen the Council’s financial resilience as mitigation against this increased financial risk and preserve front
line services valued by residents, visitors and businesses.

General government grant funding has increased by an estimated £7.8m from 2022/23 to 2023/24. Although
an increase on 22/23 funding levels, this is still below the increase in the Council’s costs due to inflation,
demographic pressures and wider economic challenges.

The key summary of the 2023/24 revenue budget is as follows:

e Investment of £10.7m was provided to meet the costs of statutory obligations, demographic, service and
demand pressures and key resident priorities. Budget provision is also made regarding the ongoing
consequences of the pandemic;

e Savings of £2.9m were put forward to balance the budget;

e The budget proposals included measures to strengthen the Council’s future financial resilience by
contributing resources of £5.3m to contingencies. In addition, a one-off contingency of £1.0m was set aside
to support residents for cost-of-living and further develop the Council Tax Support scheme;

e Overall, this produced a net revenue budget requirement of £132.6m funded from council tax, the local
share of business rates and revenue support grant from government.

The Council faces significant future financial risk with particular uncertainty regarding the ongoing impact of
the pandemic, future government funding allocations, the sharp upturn in inflation and cost of living crisis, the
impact of Brexit, the impact of the war in Ukraine and increasing demand for services.

The 2023-27 capital programme was also approved in February 2023. The programme for this period totals
£506.8m. The gross anticipated spend for 2023/24 is £202.5m, comprising the General Fund (GF) Programme
of £85.4m and the Housing Revenue Account (HRA) Programme of £117.1m.

The General Fund capital programme includes:

e The Civic Campus Programme/Refurbishment of Hammersmith Town Hall

¢ Hammersmith Bridge Stabilisation

e The Council’s rolling programmes for Planned Building Maintenance and Footways and Carriageways
e The Schools Maintenance Programme.

The Grade II* Listed 134-year-old Hammersmith Bridge (the Bridge) was closed to motor vehicles in April 2019
and to all users in August 2020 on public safety grounds. Following detailed cost-analysis the Council has
approved a stabilisation construction project for the Bridge at an estimated value of £8.9m (including indirect
costs, preliminaries and contingencies). This work is to be completed expeditiously so that users can continue
to use the Bridge safely.

A further £8.5m budget has been approved with regards to pre-restoration works. Further work towards the
Phase 2 full strengthening and restoration of the Bridge and its re-opening to motor vehicles is now required in
line with the Strategic Transport aspirations of the DfT, TfL and the Council. This will ensure that the future
project to strengthen the Bridge can be undertaken with greater expediency, effectiveness, and minimisation of
technical risks.

In line with government announcements, central government (Department for Transport (DfT)) and Transport
for London (TfL) are expected to fund two-thirds of the total project costs and this is expected to be formalised
in a proposed Memorandum of Understanding (MoU). The Council will fund its share of the stabilisation project
costs through borrowing. This funding split is assumed within the capital programme.

The Council is continu