CABINET RESPONSE TO THE RECOMMENDATIONS FROM THE COUNCIL’S
SELECT COMMITTEES ON THE SCRUTINY OF THE 2026/27 DRAFT BUDGET

Resources and Performance Select Committee

Fair Funding Reform:

The Committee notes its significant concern regarding the potential impact of the
Fair Funding Review on Surrey’s financial position over the medium term. Even
assuming the application of maximum permissible Council Tax increases, future
funding levels are projected to remain static. This is set against a backdrop of
rising demand and increasing service pressures, which will inevitably affect the
sustainability and quality of service provision for Surrey residents. The Committee
recommends continued communication and clear messaging to residents around
this.

The Cabinet shares the Committee’s view on the challenges that Fair Funding
proposals bring, in an environment of continued and growing demand and price
pressures. The Finance Team has carried out a significant number of briefings
on the implications of Fair Funding reforms, including informal briefings to all
Select Committees, a briefing note to all Councillors and all opposition parties
have been offered a briefing. In addition, the public consultation on the draft
budget, which is currently live, includes information (& a short video) setting out
the implications of fair funding, to ensure that the impact is understood.

Budget Figures and Council Tax

The Committee requests that revised budget figures be produced on the basis of
a 4.99% Council Tax increase, in line with assumptions under Fair Funding
Reform and anticipated in the forthcoming local government settlement. This will
ensure Members have a clear, realistic, and fully informed view ahead of the
Budget Council meeting.

As discussed in all Select Committee meetings, an additional 2% council tax
increase would raise c£19m of additional funding for the Council.

Budget Risk and Deliverability

The Committee expresses concern regarding the risk profile of the proposed
budget and its practical deliverability. The reliance on achieving significant new
efficiencies is considered highly challenging, particularly in light of the substantial
efficiencies already delivered in recent years. Added to this, there is a risk that
underpinning estimates and assumptions (e.g. pay award/inflation) may prove
optimistic, and added uncertainty arising from Fair Funding Reform and the
Business rate reset. These challenges are further compounded by the additional
pressures arising from the implementation of Local Government Reorganisation
(LGR), alongside the need to maintain business-as-usual operations.

Cabinet notes the Committee’s concerns and re-iterates the narrative in the Draft
Budget Report about the risk mitigations in place, including adequate reserve
levels and efficiency delivery plans. Key budget assumptions will be re-visited
before the Final Budget is proposed. The s151 officer is required to produce a
s25 statement on the Final Budget proposals which will set out clearly his
assessment of risk and the adequacy and robustness of estimates within the final
budget proposals. This will be published alongside the final budget to Cabinet in
January and Full Council in February.

Assurance on LGR Funding and Transition Planning
The Committee requests assurance from Cabinet that the budget makes
adequate provision for the implementation costs of LGR, particularly in the area
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of corporate support (HR, IT, legal, communications etc). This must ensure
adequate resourcing to manage the significant additional demands on staff and
enable Surrey to plan, prepare, and programme-manage an effective transition
and disaggregation of services and staff to the new Unitary authorities.

The Draft Budget focused on the final budget for Surrey County Council. As part
of the Final Budget proposals and the reserves review, the papers will clearly set
out a funding source for the Council’'s share of the estimated implementation
costs of LGR.

Children, Families, Lifelong Learning & Culture (CFLLC) Select Committee

The Select Committee notes the significant pressures on the Directorate due to
inflation, increased demand, the additional investment in EHCP
timeliness, additional Educational Psychologists, and investment in recruitment
and retention bonuses for social workers. The Committee is concerned that some
of the proposed efficiencies will be difficult to deliver, as they are dependent on
savings on placements for Children Looked After that have been difficult to
realise in the current budget year, and on the withholding of the Market
Supplement agreed in the 2025/26 budget that hasnot yet
been fully applied and which may lead to increases in agency staff. The
Committee also notes that EIAs are not currently available. The
Committee recommends reviewing whether, as an  alternative, there  are
opportunities to seek efficiencies within the Council’s work processes to optimise
the use of existing staff and systems.

As part of the ongoing review of service budgets, there is considerable scrutiny
of all possible options in relation to work processes in CFLL. One particular area
highlighted during the Select committee, was the proposal to implement magic
notes, a service specific Al tool that supports front line workers in quality
conversations and reduced administration that in the longer term could deliver
more efficient services. However, the pressure in the Council budget means that
challenging efficiencies must be put in place over and above those that can be
delivered through change of work processes.

The Select Committee is concerned that of all the proposed efficiencies
in the CFLL draft budget, the £1.3 million associated with the proposed Children
with Disabilities and Short Breaks review is the one that is a real cut to the help
and support that the Council provides some of the most vulnerable in our
community; the efficiency is therefore not consistent with “No one left
behind”. The Committee notes there is no analysis of the mitigation options that
could be implemented, and recommends that alternative ways of funding these
services to meet the need are explored, particularly given these services are
currently supporting many families who are in crisis, or say they would be in crisis
without these services.

In the current financial situation, we do need to consider all possible options for
financial efficiencies. We continue to champion inclusive play options being
available for all. We believe it is important to offer an equitable service across
available provision and that places should be targeted to Surrey Children under
the age of 18, which the data has shown is not always the case. We note the
select committee’s thoughts that there may be other sources of funding outside of
SCC that may be able to further support external organisations in the longer term.

The Select Committee is concerned about the lack of maintained special school
and SEND unit places to meet the existing and further additional needs of
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children and young people in Surrey and that the planned SEND capital
programme does not address existing needs so there is no headroom for future
need. Outside of the High Needs Block, there are other pressures on the revenue
budget. The Committee recommends that the potential impact on the Home to
School Travel Assistance budget is acknowledged, and that an urgent review of
the SEND capital programme includes the identification of all those children with
a specialist school or SEND unit on their EHCP in orderto ensure that
appropriate places are planned along with a margin for those that are in
progress. It should also address the impacts of Local Government
Reorganisation and identify the borrowing required to support the SEND capital
programme in both of the two new Unitary Authorities.

Surrey County Council has one of the largest and most ambitious SEND capital
programmes across all local authorities. As noted to the Select committee, we
have been awaiting details of the three delayed DfE delivered Special Free
Schools which has meant that 500 planned places are not available to us. The
government has now announced significant changes to this planned programme
and we are currently reviewing what this will mean for our local plans. We also
await the long-anticipated SEN white paper to understand the expected direction
of travel of Government policy in relation to more Children being accommodated
in Mainstream Education before consideration of any additional capital
investment.

Voluntary Sector Budget

V.

The Select Committee notes that the draft budget protects the voluntary sector
infrastructure grants at the same level as this year. Itis concerned about the
impact of not addressing inflation on the vital services provided by the Voluntary,
Charity, Faith and Social Enterprise Sector provided in Surrey, particularly in
early intervention and prevention to reduce demand for statutory services,
and therefore recommends this is reconsidered when the final budget settlement
is received.

The budget in Communities for these grants is to enable contributions to be paid
to voluntary sector infrastructure organisations that support the wider VCFS
sector in their area of Surrey. As such the grants are not for the direct provision
of specific early intervention and prevention services. Voluntary infrastructure
organisations receive funding from a range of sources. The organisations
manage any inflationary pressures within the total funding they secure.

No recommendations to make on the Libraries, Arts & Heritage Budget.

Communities, Environment & Highways Select Committee

Takes note of the report “Scrutiny of the Draft Budget for 2026/27 Report” and
the accompanying annexe, and the progress to date in setting a budget for
2026/27;

Requests that any efficiencies do not diminish the Greener Futures programme
of activities.

Cabinet notes the request
Recommends that, as part of key performance reporting, any agreed efficiencies

that have not been realised be highlighted and communicated to the select
committee.
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Cabinet notes the request

Adults and Health Select Committee

The Committee requests that any gaps in this year’s accounts where efficiencies
have not been achieved should be made a focus for this year's budget planning
to reduce the likelihood of a recurrence.

Cabinet notes the request. The Council has a strong track record of efficiency
delivery. Of the £66m of efficiencies built into the current year budget, 89% are
either already achieved or flagged as on-track. Where efficiencies are no longer
considered achievable in year, mitigations or alternatives have been identified
and the current forecast for overall efficiencies by the end of the financial year is
£68.2m - a forecast overachievement of £1.8m.

The Committee recommends that where practicable the commercial care sector
is supported in managing their inflationary pressures.

The Draft Budget includes £16 million for the budgeted cost of inflationary uplifts
for Adult Social Care packages and contracts. This is based on an assessment
of the workforce and wider inflationary pressures facing care providers, with
inflationary uplifts set at an affordable level for the Council taking into account
changes to Council funding. The level of inflationary uplifts will be reviewed for
the Final Budget factoring in the implications of the government’s November 2025
budget.

In addition, £1 million of contract inflation is budgeted for Public Health services.
This level of inflation has been set based on key cost drivers for service providers,
in particular based on the estimated NHS Agenda for Change pay uplifts in
2026/27 that providers of the biggest services that the Council’s Public Health
service commissions are obliged to pass onto to their staff.

The Committee requests that Cabinet provide additional assurance on
contingency plans for rising demand and cost pressures, including mitigations
ahead of the February budget Council.

AWHP’s ambition is to support residents to live their best lives through connecting
them to their communities, embracing supportive technology and accessing
joined up support and care when needed. AWHP’s transformation programme is
focused on achieving this ambition through continuing to implement and embed
a range of measures targeted at improving residents’ wellbeing and reducing
demand for and the cost of ASC packages. This includes implementing a new
connect to community operating model, enhancing the provision of reablement,
continuing to embed strengths based practice and utilising technology enabled
care services. AWHP’s transformation programme is on track to substantially
overachieve against the efficiency targets set for 2025/26, giving confidence that
the efficiencies included in the 2026/27 Draft Budget are achievable. Delivery is
closely tracked through a benéefits realisation group. If an area of efficiency plans
is off track this is promptly escalated to the AWHP leadership team so that
mitigations can be identified and put in place.

The Committee requests a mid-year budget monitoring update to scrutinise
progress on efficiencies and demand management.
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Cabinet notes the request and agrees to a mid-year report being provided to the
Committee in addition to the monthly monitoring reporting already provided to

Cabinet.
Catherine Powell Robert Hughes
Chairman - Children, Families, Lifelong Chairman - Resources and Performance
Learning Select Committee Select Committee
Trefor Hogg Keith Witham
Chairman - Adults and Health Select Chairman - Communities, Environment
Committee & Highways Select Committee
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