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Budget monitoring report to 30 June 2018 (period three)

Summary

The Council faced significant challenges in setting its 2018/19 budget from increasingly
intense demand pressures and an unprecedented period of funding cuts. To balance the
budget the Council needed to use substantial one-off sources of funding, including £21m
from reserves. This challenge continues and grows in 2019/20. Faced with this, the Cabinet
is developing a transformational change programme to ensure the Council has sustainable
services for residents and the means to achieve a balanced budget in future years.

After the first three months of 2018/19, the Council forecasts a significant £11.8m
overspend at year end. This is due to the Council continuing to face significant budget
pressures for children with special educational needs and disabilities (SEND). The increase
in the volume of children with SEND is forecast to cost £30m more than in the last financial
year. The Schools & SEND service has developed a cost containment plan covering £15m
of this pressure, but achieving £15m further savings to meet this budget gap is proving
extremely challenging. Mitigating plans are being developed as part of the SEND
sustainability business case.

With the need for a balanced budget in the current year paramount, and to meet next year’s
challenging budget gap, the Council has developed plans for additional in-year and
continuing savings. These additional in-year savings total £15m.

The annual meeting of the County Council in May 2018 approved the use of capital receipts
to fund and support the costs of transforming the Council’s services. The use of capital
receipts will meet the requirements of the Government’s Flexible Use of Capital Receipts
Guidance. The current committed costs are £2.1m for 2018/19 and relate to consultancy
project management support and additional interim capacity. The investment required to
deliver the individual transformation projects is being determined.

The Council has conducted ‘deep dive’ reviews of the 2018/19 savings programme and will
review progress of the necessary actions identified in mid July, when it will also undertake a
review of the 2019/20 savings programme. The aim of these reviews is to increase the
Council’s confidence in services’ savings plans, particularly in reducing the level of
associated risks in their achievement. This month the overall risk profile of the Council’s
savings has improved, largely through a more detailed analysis of the Schools & SEND
cost containment plan. However, the £8m increase in savings achieved and on track is
countered by a £2m increase in savings at high risk.

The Council carried out a deep dive review of the capital programme in late June to ensure
it aligns with the Council’s priorities and long term strategy. A report detailing proposals to
re-profile and restate the capital programme will be presented to Cabinet’'s next meeting.
Services currently forecast £31m in-year underspend against the £157m capital budget,
which will be adjusted following the outcome of the capital programme review.

Summary recommendations

1. Cabinet is asked to note the Council’s overall budget position as at 30 June
2018:
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e £11.8m forecast revenue year end overspend (paragraph 1),
e £65.5m forecast planned MTFP savings, against £66.0m target
(paragraph 2),
e £15m increase in pressures against £108m anticipated (paragraph 5),
e £31.4m forecast service capital programme year end underspend
(paragraph 37).

2. Cabinet is asked to request officers to report to its next meeting on plans to bring
the 2018/19 budget back into balance.

3. Cabinet is asked to approve the measures to achieve an additional £15m in-year
savings as outlined in paragraphs 6 to 8.

Revenue budget overall summary

1. As at 30 June 2018, the Council forecasts £11.8m year-end overspend as shown in
Table 1. This is a £14.6m deterioration against the position as at 31 May 2018. Last
month’s budget monitoring report highlighted the significant risk of additional
pressures within the High Needs Block of the Dedicated Schools’ Grant for children
with SEND. It is now more likely than not that this additional cost of £14.8 will have to
be met from the Council’s general fund. This is outlined in paragraphs 23 to 26.

Table 1 Summary forecast revenue budget as at 30 June 2018
Gross Net

expenditure  expenditure Forecast net Forecast

budget budget expenditure variance

Service summary £m £m £m £m
Children's Services 138.0 124.6 125.0 0.4
Commissioning & Prevention 101.6 33.3 33.2 -0.1
Schools & SEND 175.5 62.6 774 14.8
Delegated Schools 380.4 0.0 0.0 0.0
Cultural Services 22.8 8.7 8.3 -0.4
Adult Social Care 500.0 381.6 378.2 -3.4
Public Health 37.3 0.7 0.7 0.0
Economic Growth 1.0 1.0 1.1 0.1
Highways & Transport 56.9 48.5 48.3 -0.2
Place Development & Waste 97.4 88.9 89.0 0.1
Surrey Fire & Rescue Service 45.4 31.5 31.6 0.0
Environment & Community 5.2 3.1 2.8 -0.2
Central Income & Expenditure 38.5 49.2 45.4 -3.9
Legal, Democratic & Coronial 11.7 9.9 9.9 0.0
Orbis 88.2 76.8 76.4 -0.5
Customer & Performance 7.5 7.1 7.0 -0.1
General funding -906.3 -901.0 53
Total 1,707.3 21.2 331 11.8

Note: All numbers have been rounded - which might cause a casting difference
Savings

2. The current forecasts shows £65.5m delivery against the £66.0m MTFP savings
target. This £0.5m net savings shortfall is from application of Public Health Grant
(reported to Cabinet in May) less £0.5m increase in Schools & SEND’s savings
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forecast (reported to Cabinet in June) and £0.2m increase in Strategy & Performance
from restructuring.

3. The deep dive reviews of the 2018/19 savings programme aimed to increase
confidence in services’ savings plans, particularly in reducing the higher level, red
risks, through determining the necessary actions to reduce the risks to their
achievability. Figure 1 shows the risk ratings for the achievement of the £66m
planned MTFP savings, their achievement to date and the forecast profile for
achieving the savings over the year.

4.  Since last month, the red risks have increased by £2m, due to a more granular
analysis of Schools &SEND’s £15m cost containment plan. The analysis also
reduced amber risks by over £10m and increased the amount of savings on track or
achieved by £8m. This leaves an overall savings profile where £44m are achieved or
on track, £18m face potential barriers and £4m have a high risk of not being
achieved. Annex 2 provides more details of performance against individual savings
plans.

Figure 1 Summary forecast savings profile as at 30 June 2018
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5. Figure 2 compares the Council’s total budget pressures for 2018/19) in the MTFP

against those forecast as at 30 June 2018. It shows the Council faces £15m more
pressures than the £108m included in its 2018/19 budget. This is due to pressures on
SEND services funded from Dedicated Schools Grant High Needs Block as outlined
in paragraphs 23 to 26.
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12 Figure 2 Forecast budget pressures as at 30 June 2018
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In year savings 2018/19

6.  This report has already highlighted the financial risks faced by the Council this year,
and the continuing budget challenges for next year and for the future. To mitigate
these risks the Council has developed a series of cost controls and measures to
reduce spending and lead to in-year budgets reductions. These will become base
budget reduction for future years.

7. Table 2 shows the list of actions, and the in-year savings, that are proposed. It is not
expected that these actions will lead to reductions in the Council’s delivery of
services.

Table 2 Measures to achieve in year savings 2018/19

Potential saving
Proposed measure (Em)
Removing historic underspends from budgets 8.00
Targeted voluntary severance scheme 0.50
Instigate recruitment controls, based on peer Executive Director sign off 1.00
Sundry expense controls 0.25
Travel controls and time-out for claims 0.25
Fees and charges for Council services 0,50
Learning and development — review of courses and administration 0.50
Procurement — review of contracts to be let 1.00
Procurement: rebalance cost v quality criteria 0.50
Targeted headcount reduction 0.50
Defer contribution to reserves 2.00
Total 15.00

8.  The Council’s forecast revenue outturn position for this month does not yet include

the impact of these new savings measures.

Transformation costs

9.

To ensure the Council has the right capacity and capability to develop and deliver the
level of transformational change required, the Council at its annual meeting in May
approved additional costs relating to the following areas:

o external consultancy project management support;
¢ interim leadership capacity; and
¢ investment in transformation initiatives and programmes.
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10. The Council further approved the use of up to £5m of capital receipts in line with the
Government’s Flexible Use of Capital Receipts policy to fund these costs.

11. The committed costs as at 30 June 2018 are shown below for 2018/19.

£m
Project management consultancy 0.6
Interim CLT support 1.8
Total 2.4

12. The costs of the transformation projects are being developed as a part of the Outline
Business Cases.

Capital budget overall summary

13. As at 30 June 2018, services forecast spending £126m against the £157m current
2018/19 capital budget. The significant variances are underspends of £20m in school
basic need and £11m in Property.

14. A deep dive review has recently been carried out on the capital programme to ensure
it aligns with the Council’s priorities, the long term strategy and each year’s
expenditure is more accurately forecast and profiled. A report detailing proposals to
amend the capital programme, including options for re-profiling and re-stating aspects
of it to better reflect capital expenditure plans will be presented to the Cabinet for
approval at its next meeting.

15. As part of increasing its overall financial resilience the Council forecasts making
£50m net investment in long term capital assets in 2018/19 (paragraphs 39 to 42).
This brings total forecast capital spending in 2018/19, to £176m.

Services’ revenue budget positions as at 31 May 2018

People services
People services overview

16. People services forecast an overall £11.3m year-end overspend as shown in Table 3.
The forecast overspend is mainly due to the significant high needs pressure in
Schools & SEND, partly offset by underspends in Adult Social Care.

17. The overall position for Children Services, Schools & SEND and Commissioning &
Prevention is a £15.1m overspend, mainly due to the significant financial pressure in
high needs. This position is caveated with the fact that these services are about to
embark on a complete restructure and transformation. Planned savings for 2018/19 of
£25.5m have now been incorporated into the transformation programmes of work.
The financial implications of such a major change will need careful monitoring
throughout 2018/19, as a result the variance position will undoubtedly change.
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Table 3 People services’ position against revenue budget as at 30 June 2018
Gross Net YTD Full year Full year
expenditure expenditure actual projection variance
£m £m £m £m £m
Children's Services 138.0 124.6 30.5 125.0 0.4
Commissioning and Prevention 101.6 33.3 7.4 33.2 -0.1
School & SEND 175.5 62.6 14.7 774 14.8
Delegated Schools 380.4 0.0 0.0 0.0 0.0
Cultural Services 22.8 8.7 1.9 8.3 -0.4
Adult Social Care 500.0 381.6 84.6 378.2 -3.4
Public Health 37.3 0.7 0.0 0.7 0.0
People services total 1,355.5 611.5 1391 622.8 11.3

Note: All numbers have been rounded - which might cause a casting difference

Children’s Services - £0.4m forecast overspend (no change from 31 May 2018)

18.

19.

20.

21.

22.

Children’s Services continues to experience exceptional demand for services which
was planned for during the 2018/19 budget setting process. However, as a result of
some recent events, after the budget was set, in relation to CAMHS (Child &
Adolescent Mental Health Service) the service is forecasting to overspend by £0.4m
in 2018/19.

Increased demand from children requiring support has led to a continued need for
additional social work capacity. There are 118 locums across frontline teams mainly
covering vacancies. Each locum social worker costs on average £11,000 a year more
than an employed social worker and a senior social worker locum costs on average
£7,000 a year more than those employed. This additional level of staffing pressure
has been planned for in the 2018/19 budget.

The external placement budget was increased by £11m in 2018/19 due to increasing
demand. As at the end of June there were 88 external residential placements and
233 external fostering placements out of a total of just over 850 looked after children.
This is in line with the planning assumption of an increase of two per month and five
per month respectively throughout the financial year. Plans are being put in place to
reduce the demand for high cost external placements and progress will be reported in
subsequent monitoring statements.

As in previous years, the local authority is having to subsidise services for
Unaccompanied Asylum Seeking Children, as the grant funding received from the
Home Office is insufficient to cover the total cost. In 2018/19 the budget was
increased for this level of local authority subsidy, which totals £4.5m, within a total
cost of £8.9m. We still await the revised funding arrangements from the Home Office,
which is likely to alter the level of subsidy.

The budget for the Leaving Care Service was increased by £2m in 2018/19 to allow
for the forecast rise in demand and the increased level of need.

Schools & SEND - £0.2m forecast underspend and +£15.0m forecast overspend on high

23.

needs (£15.0m deterioration since 31 May 2018)

The Schools & SEND service forecast a very small underspend -£0.2m plus a
forecast overspend of +£15m against the High Needs Block Dedicated Schools
Grant, giving an overall service overspend position of £14.8m.
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24.

25.

26.

27.

28.

Annex 1

Nationally, there continues to be an exceptional demand for services for children with
Special Educational Needs (SEN) and the Council experienced rising demand at a
rate similar to the average for South East counties in 2017/18. Within Surrey, the
number of children with Education Health and Social Care Plans (EHCPs) has
increased to almost 8,300 over the past two financial years and has risen by nearly
600 since the SEN2 statutory return in January.

The total financial pressure is currently £30m, due to an increasing number of
children in external specialist placements (over 1,100 children) and children in receipt
of pupil support (3,300 children). In order to manage these increasing volumes and
costs, measures have been identified to reduce this pressure down by £15m (£8m
savings are achieved or on track and £7m savings have potential barriers or high
risk), which is factored into the forecast, but this still leaves a £15m forecast
overspend on SEND services for 2018/19.

This residual forecast £15m overspend is a huge concern and risk for the Council. As
part of the SEND Sustainability transformation work the service is looking urgently at
how it can minimise the impact on the Council’s reserves and services and progress

will be reported in the next budget monitoring report.

The increasing number of SEN children with plans is also impacting on the number of
children requiring transport to school, which is almost 3,000 and a forecast overspend
of £1.7m. The plans for savings of £1.2m in 2018/19 are not yet on track to be
achieved and will be considered as part of the deep dive review of progress with
2018/19 savings plans.

The Schools Planning and Leadership budget has a planned forecast underspend of
£0.8m due to the imminent service review.

Adult Social Care - -£3.4m forecast underspend (no change from 31 May 2018)

29.

30.

31.

Adult Social Care’s (ASC) forecast year end underspend is mainly due to:

o £2.8m forecast staffing underspend; and
o £0.7m forecast underspend on care packages, primarily due to actions taken in
the final quarter of 2017/18 resulting in lower care costs for the start of this year.

ASC forecasts to achieve its full £18.4m MTFP savings target for 2018/19. However,
there is a high degree of risk associated with at least £1m of forecast savings. Plans
are in place, but rely on managing demand, to contain the total increase in care
package costs.

ASC budgeted £18.4m for market inflation. As at 30 June 2018, ASC has identified
£6.8m inflation impact, plus £6.8m anticipated for the Learning Disability residential
and supported living cost of care project to address market sustainability issues. ASC
holds £4.8m for potential further inflationary pressures in the rest of 2018/9, both for
increased costs of new care packages and for current care packages where providers
state they are unable to continue to provide care at the current fees. ASC will manage
requests for fee increases robustly and will continue to review the need for this
remaining inflation budget in line with agreed market fee changes.
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Public Health — balanced forecast outturn (no change from 31 May 2018)

32. Public Health (PH) forecasts a balanced year end position, including to achieve its
MTFP savings target fully. There are risks with delivery in some areas though, which
remain under review.

Place services
Place services overview

33. Place services forecast an overall balanced year end position with no significant
variances (no change from 31 May 2018) as shown in Table 4.

Table 4 Place services position against revenue budget as at 30 June 2018
Gross Net YTD Full year Full year
expenditure expenditure  actual projection variance

£m £m £m £m £m

Highways & Transport 56.9 48.5 9.8 48.3 -0.2
Place Development & Waste 97.4 88.9 21.1 89.0 0.1
Surrey Fire & Rescue Service 45.4 315 7.5 31.6 0.0
Trading Standards 3.9 1.8 0.4 1.7 -0.1
Communities Support function 0.8 0.8 0.1 0.6 -0.2
Emergency Management 0.5 0.5 0.1 0.5 0.0
Economic Growth 1.0 1.0 0.2 1.1 0.1
Place services total 205.8 173.0 39.3 172.7 -0.3

Note: All numbers have been rounded - which might cause a casting difference

Corporate support services
Corporate support services overview

34. Corporate support services forecast an overall £0.8m year-end overspend. This
comprises £4.5m underspend on service net expenditure and £5.3m overspend on
general funding, as shown in Table 5.

35. The main expenditure variance is £3.9m forecast underspend in Central Income &
Expenditure. A review of the balance sheet following the first quarter identified a
number of historical balances, which can be used to support the current year budget.
In addition, there is an increased forecast in income from long term investments
(outlined in paragraph 39), although this is off-set by shadow public health savings
now considered unachievable.

36. In setting the budget, the Council planned to use £15m of capital receipts to meet the
already budgeted costs of transforming services. However, as reported in the Finance
Position Statement to the Cabinet in May 2018, the business cases for included the
flexible use of capital receipts totalled £9.7m, which is a £5.3m shortfall from the
budget.
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Table 5

Customer Services
Strategic Leadership
Communications
Strategy & Performance
Business Operations
Finance

Human Resources &
Organisational Development
Information Technology & Digital

Procurement

Property

Joint Operating Budget ORBIS
Central Income & Expenditure
Coroner

Legal Services

Democratic Services

Corporate support expenditure

General funding

Corporate support total

Note: All numbers have been rounded - which might cause a casting difference

Capital programme budget position as at 30 June 2018

Gross Net YTD Full year Full year
expenditure expenditure  actual projection variance
£m £m £m £m £m
3.4 3.3 0.7 3.3 0.0
0.8 0.8 0.2 0.8 0.0
1.8 1.8 0.4 1.8 0.0
1.5 1.2 0.3 1.1 -0.1
-0.1 -0.1 0.0 -0.1 0.0
4.4 2.8 0.7 2.8 0.0
3.8 3.8 0.7 3.8 0.0
13.1 12.6 25 12.6 0.0
0.0 0.0 0.0 0.0 0.0
31.3 221 3.7 221 0.0
35.6 35.6 8.8 35.2 -0.4
38.5 49.2 1.7 454 -3.9
24 1.7 0.0 1.7 0.0
43 3.9 1.0 3.9 0.0
5.0 43 1.3 4.3 0.0
145.9 143.1 22.0 138.6 -4.5
-906.3 -259.4 -901.0 53

145.9 -763.2 -237.4 -762.4 0.8

Service capital programme 2018/19 budget overview

37.

Annex 1

Corporate support position against revenue budget as at 30 June 2018

As at 30 June 2018, the service capital expenditure budget is £157.1m, comprising

£144.4m MTFP budget plus £7.0m additional funding for highways, £4.7m carry
forwards drawn down and £1.1m net virements. Services forecast £125.6m
expenditure, which is a £31.4m in-year underspend, as shown in Table 6. The
significant forecast service capital programme variances are:

Underspends

e £20.5m schools basic need ,

e £7.9m schemes to deliver capital receipts and to enhance income,

e £1.3m fire projects

e £3.7m land acquisitions for waste

e £1.3m salt barns

e £0.9m ITD equipment replacement

Overspends

e £1.6m ASC schemes

e £0.9m other school projects
o £1.0m other ITD projects
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Table 6 Forecast service capital expenditure 2018/19 as at 30 June 2018

Current full Apr -Jun Jul - Mar Full year Full year

year budget actual Forecast forecast variance

£m £m £m £m £m

Schools basic need 47.6 6.8 20.3 271 -20.5
Property Services 41.9 5.7 251 30.8 -11.1
Highways & Transport 42.0 5.8 36.3 42.0 0.0
Place Development & Waste 14.9 2.5 12.4 14.9 0.0
IT & Digital 4.5 0.1 4.6 4.6 0.1
Other capital projects 6.1 -01 6.3 6.1 0.0
Service capital programme 1571 20.7 104.9 125.6 -31.4
Long term investments 0.0 14.2 35.8 50.0 50.0
Overall capital programme 1571 349 140.7 175.6 18.6

Note: All numbers are rounded - which might cause a casting difference

38.

The Council has recently completed a deep dive review of its three year, £322m
capital programme. In the context of this in-year underspending, the next Cabinet
meeting will receive a report presenting areas where scheme budgets needs to be
restated or re-profiled to reflect better the Council’s capital expenditure plans and
their alignment to its priorities and long term strategy.

Revolving Infrastructure & Investment Fund

39.

40.

41.

42.

Table 7 shows that the Council forecasts to generate £4.7m total net income this year
from various property acquisitions made by the Council portfolio and the Halsey
Garton Property group. This is £0.7m above the income budget held within Central
Income & Expenditure

The Council portfolio comprises properties purchased for future service delivery or
economic regeneration. This portfolio is estimated to have a net cost £0.8m this year,
largely due to development activity. This includes the former Thales site in Crawley
where Phase 1, an office building in part pre-let to SECAmb has completed. However
securing tenants for the remaining floors has taken longer than originally anticipated.
The second phase building becomes operational in 2019/20. Once these two phases
are completed and fully let the development will generate an estimated £1.3m net
income each year.

The Halsey Garton portfolio forecasts to generate £5.5m net income this year,
comprising £1.8m estimated dividend and £3.7m net interest margin on loans
provided to the company by the Council. New investments will be added into the
forecast once they are approved by the Investment Board.

Forecast capital expenditure in 2018/19 of £50m includes further equity and loans to
the Halsey Garton Property group for approved investments, the development of the
former Thales site in Crawley and Farnham town centre. The forecast gross capital
expenditure for the year is £56.9m and is reported net of an estimated £6.9m in third
party contributions.
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Table 7 Summary revenue and capital position as at 30 June 2018
YTD Full year
actual forecast
Revenue statement £m £m
Council portfolio
Income -1.1 -5.2
Expenditure 0.2 0.9
Funding 1.2 51
Net income/cost 0.3 0.8
Halsey Garton portfolio
Dividend 0.0 -1.8
Net interest margin -0.9 -3.7
Net income -0.9 -5.5
Total net income -0.6 -4.7
Capital expenditure 14.2 50.0

Note: All numbers have been rounded - which might cause a casting difference
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12 Balance Sheet

App 1. Table App 1 shows the Council’s balance sheet as at 30 June 2018. Significant
movements since 31 March 2018 include: £17m increase in long term assets
principally due to an increase in capital expenditure less depreciation and an
increase in loans to the Halsey Garton group; £30m increase in current assets,
principally due to cash from grants received at the start of the financial year; £74m
decrease in current liabilities due to decreases in short term borrowing and social
care creditors, plus receipt of Schools Basic Need Grant.

Table App 1 Balance sheet as at 30 June 2018

31 Mar 2017 31 Mar 2018 30 Jun 2018
£m £m £m
1,752.3 1,723.1  Property, plant & equipment 1,736.1
1.0 1.0 Heritage assets 1.0
54.1 74.8 Investment property 74.8
7.0 7.9 Intangible assets 7.6
46.7 721 Long Term Investments 73.2
124.5 184.6 Long Term Debtors 188.1
1,985.7 2,063.4 LONG TERM ASSETS ~ 2,080.8
0.0 0.0 Short term investments 0.0
0.8 0.6 Intangible assets 0.6
10.9 10.1  Assets held for sale 101
1.4 1.0 Inventories 0.6
144.7 136.8 Short term debtors 129.0
56.1 51.2 Cash & cash equivalents 89.5
213.9 199.7 CURRENT ASSETS - 2298
0.0 0.0 Cash & cash equivalents 0.0
-140.7 -212.7  Short term borrowing -170.2
-190.8 -207.7  Creditors -196.6
-4.3 -3.1 Provisions -2.9
-0.1 -0.1 Revenue grants receipts in advance 0.0
-13.3 -17.9 Other short term liabilities -17.9
-358.3 -461.3 CURRENT LIABILITIES - 3876
-25.2 -18.7 Provisions -18.8
-397.8 -397.8 Long term borrowing -397.8
-1,696.2 -1,709.5 Other long term liabilities -1,708.7
0.0 0.0 Donated assets account 0.0
-2,119.1 -2,126.1 LONG TERM LIABILITIES - 21253
-277.9 -324.2 NET ASSETS -202.3
-341.1 -330.1 Usable reserves -471.0
619.0 654.3 Unusable reserves 673.3
277.9 324.2 202.3
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Earmarked reserves

Appendix 1

App 2. Table App 2 shows the Council’'s earmarked reserves and general balances as at
30 June 2018, including the closing balances for 2017/18, the opening balances
for 2018/19 and forecast movements in 2018/19 to give the projected closing

balance at 31 March 2018.

Table App 2: Earmarked revenue reserves as at 30 June 2018

Agreed Approved Projected  Projected

Closing support for carry  Opening Movements additional closing

balance 2018/19 forwards balance to movements balance

31 Mar 2018 budget 2018/19 1 Apr2018 30 Jun 2018 2018/19 31 Mar 2018

£m £m £m £m £m £m £m

Revolving Infrastructure & Investment Fund 11.1 11.1 0.0 0.0 11.1
Budget Equalisation Reserve 22.6 -4.6 -1.3 16.7 0.0 0.0 16.7
Eco Park Sinking Fund 6.7 6.7 0.0 3.3 10.0
Insurance Reserve 9.1 9.1 0.0 0.0 9.1
Investment Renewals Reserve 5.0 5.0 0.0 -0.1 4.9
General Capital Reserve 4.8 4.8 0.1 -0.1 4.8
Street lighting PFI Reserve 3.7 3.7 0.0 -0.6 3.1
Economic Downturn Reserve 9.2 -9.2 0.0 0.0 0.0 0.0
Economic Prosperity Reserve 25 -2.5 0.0 0.0 0.0 0.0
Equipment Replacement Reserve 2.3 23 0.3 -0.8 1.8
Business Rate Appeals Reserve 3.6 -3.6 0.0 0.0 0.0 0.0
Interest Rate Reserve 1.0 -1.0 0.0 0.0 0.0 0.0
Total earmarked revenue reserves 81.6 -20.9 -1.3 59.4 0.4 1.7 61.5
General Fund Balance 21.3 21.3 21.3

Note: All numbers have been rounded - which might cause a casting difference

Debt

App 3. During the first quarter of 2018/19, the Accounts Payable team raised invoices

totalling £104.8m. The amount outstanding on these invoices was £63.5m of gross
debt as at 30 June 2018. Table App 3 shows the age profile of the Council’s debts.
The overdue debt is the gross debt less those balances not immediately due (i.e.

less than 30 days old).

Table App 3: Age profile of the Council’s debts as at 30 June 2018

<1 2-12 1-2 +2 Gross Overdue

month  months years years debt debt

Account group £m £m £m £m £m £m
Care debt — unsecured 51 5.0 25 3.8 16.4 11.3
Care debt — secured 0.4 2.7 1.8 4.4 9.3 8.9
Total care debt 5.5 7.7 4.3 8.2 25.7 20.2
Schools, colleges and nurseries 5.2 0.2 0.0 0.0 5.5 0.3
Clinical commissioning groups 7.7 1.1 0.3 0.1 9.1 1.4
Other local authorities -01 2.0 0.1 0.4 24 2.5
General debt 19.4 1.0 0.3 0.2 20.9 1.5
Total non-care debt 32.2 4.3 0.6 0.7 37.8 5.8
Total debt 37.7 12.0 4.9 9.0 63.5 25.9

Note: All numbers have been rounded - which might cause a casting difference
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App 5.

Appendix 1

Adjusting the gross debt to take into account those balances not immediately due
(i.e. less than 30 days old) or collectable (i.e. secured on property) produces the
overdue debt figures shown in Table App 4.

Changes introduced under the Care Act mean it is no longer possible to place a
charge on an individual’s property resulting in a rise in the level of unsecured debt
(as this debt would previously have been reported as secured). Over the quarter to
30 June 2018 overdue, unsecured debt rose by £2.1m.

Table App 4: Overdue, unsecured debt summary as at 31 March 2018

2018/19 2017/18 2017/18 2016/17 2016/17 2015/16

Q1 Q4 Q1 Q4 Q1 Q4

£m £m £m £m £m £m
Care related debt 1.3 9.9 8.0 8.9 10.5 10.8
Non care related debt 5.8 5.1 3.9 3.8 7.7 7.6
Total 171 15.0 1.9 12.7 18.2 18.4

Note: All numbers have been rounded - which might cause a casting difference

App 6.

App 7.

The Council’s debt policy includes a target of 30 days to collect non-care debt. The
average number of debtor days for the period 1 April 2018 to 30 June 2018 was 35
days. The debtor days are unusually high due to some very large invoices being
raised in June, notably one for £13.1m on 20 June 2018.

The Director of Finance has delegated authority to write off irrecoverable debts in
line with financial regulations. This quarter (Q1 2018/19) the Director of Finance
has written off 123 such debts with £291,258 total value, of which £276,818 is care
related and £14,441 is non care related debt.

Treasury management

Borrowing

App 8.

The Council borrows money to finance the amount of its capital spending that
exceeds receipts from grants, third party contributions, capital receipts and
reserves. The Council must demonstrate its costs of borrowing are affordable,
prudent and sustainable under the Prudential Code. Table App 5 shows
movements in the Council’s long term borrowing.

Table App 5: Long term borrowing as at 30 June 2018

£m
Debt outstanding as at 1 April 2018 397.2
Loans raised 0.0
Loans repaid 0.0
Current balance as at 31 March 2019 397.2

Note: All numbers have been rounded - which might cause a casting difference

App 9.

The weighted average interest rate of the Council’s long term debt portfolio is
4.1% as at 30 June 2018.

App 10. The Treasury Strategy, approved by County Council in February 2018, continued

the policy of internal borrowing and where necessary, to borrow short term to meet
cash flow liquidity requirements. Table App 6 shows the Council’s short term
borrowing activity in 2018/19.
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Appendix 1

Table App 6: Short term borrowing as at 30 June 2018

£m
Debt outstanding as at 31 March 2018 193
Loans raised 187
Loans repaid -233
Current balance as at 30 June 2018 147

Note: All numbers have been rounded - which might cause a casting difference
Figures are for Surrey County Council only and do not include Surrey Police Authority

App 11. The weighted average interest rate of the Council’s short term external debt is
0.8% for the quarter to 30 June 2018. The Council also manages cash on behalf of
Surrey Police (£18m as at 30 June 2018) which it accounts for as temporary
borrowing.

Authorised limit and operational boundary

App 12. The prudential indicators control the Council’s overall level of borrowing. They
comprise the authorised limit and the operational boundary as outlined below.
Table App 7 shows the Council’s borrowing against its prudential indicators.

e The authorised limit represents the limit beyond which borrowing is prohibited.
The limit reflects the level of borrowing which, while not desired, could be
afforded in the short term, but is not sustainable. It is the expected maximum
borrowing needed with headroom for unexpected cash flow. This is a statutory
limit determined under section 3(1) of the Local Government Act 2003.

e The operational boundary is based on the probable external debt during the
course of the year; it is not a limit and actual borrowing could vary around this
boundary for short times during the year. It acts as an indicator to ensure the
authorised limit is not breached.

Table App 7: Borrowing against the CFR as at 30 June 2018

Authorised limit Operational boundary

£m £m

Gross borrowing 562 562
Limit / boundary 1,643 1,059
Headroom 1,081 497

Note: All numbers have been rounded - which might cause a casting difference
Capital Financing Requirement

App 13. The Capital Financing Requirement (CFR) represents the Council’s underlying
need to borrow for a capital purpose. The Council must ensure that, in any one
year, net external borrowing does not, except in the short term, exceed its
estimated CFR for the next three years. Table App 8 shows the Council’s position
against the estimated CFR, as reported to the County Council in February 2018.
As at 30 June 2018, the Council shows a net borrowing position (total borrowing
for any purpose) of £516m. The difference between net borrowing and the
estimated CFR reflects the Council’s under borrowed position as a result of the
strategy to maximise internal borrowing.

Table App 8: The Council’s position against the estimated CFR

Capital Financing Requirement Net borrowing
201819 2019/20 2020/21
£1,231m £1,249m £1,263m £516m

Note: All numbers have been rounded - which might cause a casting difference
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Appendix 1
Maturity profile

App 14. The Council sets limits for the maturity structure of borrowing in accordance with
the Prudential Code. Table App 9 shows the actual amounts as at 30 June 2018,
excluding balances invested on behalf of Surrey Police.

Table App 9: Maturity structure of the Council’s borrowing as at 30 June 2018

Upper limit Lower limit Actual
Repayable in 1 year* 50% 0% 29.4%
Repayable in 1-2 years 50% 0% 0%
Repayable in 2-5 years 50% 0% 1.7%
Repayable in 5-10 years 75% 0% 0%
Repayable in 10-15 years 100% 25% 0%
Repayable in 15-25 years 100% 25% 1.2%
Repayable in 25-50 years 100% 25% 67.7%

Note: All numbers have been rounded - which might cause a casting difference

Early debt repayment and rescheduling

App 15. The Council has not made early repayments or rescheduled debt in 2018/19.
Investments

App 16. The Council has had an average daily level of investments of £38.0m so far during
2018/19 and had an average of £68.7m during 2017/18. This reflects the change
in policy in the treasury strategy to reduce the amount of cash held during the year

App 17. The Council invests its temporary cash surplus exclusively through the use of
money market funds. Other investment facilities are available, including five
brokers, directly with counterparties through the use of call accounts or direct deal
facilities, or with the Debt Management Office (DMO). No new fixed term deposits
have been agreed during 2018/19 due to the low cash balances held and the need
to maintain high liquidity. Table App 10 shows activity for the financial year to
30 June 2018.

Table App 10: Deposit activity for the year up to 30 June 2018

Average value

Timed deposits Number £m
Deals using a broker 0 0
Direct deal facilities 0 0
Deals with DMO 0 0

Individual limit Total limit
Instant access Number £m £m
Active call accounts 0 20.0 20.0
Active money market funds 5 25.0 125.0

Note: All numbers have been rounded - which might cause a casting difference

App 18. The weighted average return on all investments the Council received in the quarter
to 30 June 2018 is 0.48%. This compares to the 0.32% average 7-day London
Interbank Bid Rate (LIBID) for the same period as shown in Table App11.

Table App 11: Weighted average return on investments compared to 7-day LIBID

Average Weighted return

7-day LIBID on investments

2018/19, quarter 1 0.32% 0.48%
2017/18 total 0.21% 0.21%
2016/17 total 0.20% 0.38%

Note: All numbers have been rounded - which may cause a casting difference.
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