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The contents of this report relate only to those matters which came to our attention during the conduct of our normal audit procedures which are designed for the purpose of completing our work under the NAO
Code and related guidance. Our audit is not designed to test all arrangements in respect of value for money. However, where, as part of our testing, we identify significant weaknesses, we will report these to you.
In consequence, our work cannot be relied upon to disclose all irregularities, or to include all possible improvements in arrangements that a more extensive special examination might identify. We do not accept
any responsibility for any loss occasioned to any third party acting, or refraining from acting, on the basis of the content of this report, as this report was not prepared for, nor intended for, any other purpose.

Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: 30 Finsbury Square, London, EC2A 1AG. A list of members is available from our registered
office. Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority. Grant Thornton UK LLP is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are
not a worldwide partnership. Services are delivered by the member firms. GTIL and its member firms are not agents of, and do not obligate, one another and are not liable for one another’s acts or omissions.
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Executive summary

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

Commercial in confidence

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

efficiency and effectiveness in its use of resources.

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

summarised in the table below.

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

No significant weakness were

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

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

- Significant weaknesses in arrangements identified and key recommendations made.
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Executive summary (continued)

Financial sustainability

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

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

Financial Statements
opinion

We have completed our audit of
your financial statements and plan

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

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

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

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

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

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

-
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Executive summary (continued)

Governance

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

{é}* Improving economy, efficiency and effectiveness

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

-
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Use of auditor's powers

We bring the following matters to your attention:

2022/23

We did not make any written

. - . ) . ) . recommendations under Schedule 7 of
Under Schedule 7 of the Local Audit and Accountability Act 2014, auditors can make written recommendations to the audited body which  the | ocal Audit and Accountability Act
need to be considered by the body and responded to publicly. 2014,

Statutory recommendations

Public Interest Report
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