Surrey County Council

2020/21 Final Budget Report and Medium-Term Financial Strategy

SECTION 1 - EXECUTIVE SUMMARY
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The Council’s proposed budget for 2020/21 should be seen in the context of the Finance
Improvement Programme initiated by Cabinet in September 2018. It represents a further
step on the road through financial recovery to financial sustainability.

This time last year, the budget set for 2019/20 was focused on achieving two important
benchmarks: that it was realistic and achievable, and that it avoided the general use of
Reserves to make it balance. This followed an in-year recovery plan implemented in
2018/19 that had avoided the planned use of Reserves during that year, and so ended a
period whereby Reserves had fallen for three successive years.

The Budget for 2020/21 builds on this foundation and moves us closer towards the overall
financial objective of sustainability. Significantly, this budget represents a shift from the
defensive short-term outlook that has typified the Council’s financial plans for several years,
and replaces it with a proactive, investment led approach to delivering for Surrey residents
and to achieving medium-term sustainability.

This shift is most evident in our revised Capital Programme and the ambition laid out within
it. This increase in investment is not a reflection of any expectations that our medium-term
funding perspective will be any easier, but instead a recognition that investment in the right
infrastructure can help keep the on-going costs of service delivery sustainable and within
available resources, as well as delivering the transformational change set out in the Council’s
2030 Vision.

The budget proposals are reflective of the following characteristics:

e Forward looking, sustainable and ambitious;

e Have a greater focus on the medium-term as opposed to the short-term;
e Stabilise of our financial position;

e Establish a solid and resilient financial base to meet future challenges; and
e Invest in the Council’s Organisational Priorities/Strategy.

For the first time in ten years, Central Government funding for the County Council has
increased. Even though this increase is only a very small step towards reinstating the level
of resource provided back in 2010, it nonetheless represents an important and welcome
recognition of some of the major funding pressures being faced by the County Council and
much of Local Government.

The work that is underway to transform the way the Council operates, in conjunction with
this more positive funding position, provides a platform for this different sort of budget. We
have very little indication of what the funding landscape will look like beyond the coming
financial year, but the proposals set out in this budget will allow us to face more positive or
more negative outlooks from a position of relative strength.

The increased stability of next year’s budget, achieved in part through additional
government funding, means we can deliver an ambitious investment programme of c£1.4bn
over the next five years. The revenue implications of this proposed programme are
integrated and factored into the financial planning over the Medium-Term Financial Strategy
(MTFS) period.
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1.9
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This will ensure:

e A commitment to Surrey’s future and that of its residents through significant investment
in flood alleviation works. This will secure the homes of Surrey residents through a once
in a generation opportunity to build flood defences to avoid the terrible impact we saw
on people’s lives in 2014. The scheme will also provide for new country parks and green
space;

e Significant investment in a Community Investment Fund of c£E100m over the next five
years;

e Provision of fit for purpose accommodation options for our vulnerable older adults
through new Extra Care Accommodation, where they can live independently for longer;

e The creation of additional local Special Educational Needs and Disabilities (SEND) places;
e Significant investment in our road infrastructure;

e A substantial commitment to invest in Surrey’s Greener Future; and

e Acceleration of our Property Rationalisation Programme.

We want to invest in measures that help people lead more independent and fulfilling lives,
harnessing the power and abilities that lie with families, communities and the latest digital
technology. By setting an achievable budget, we will have more capacity to focus on driving
improvements in resident outcomes in addition to concentrating on balancing the budget.

The Draft Budget was published on 9 January 2020, due to the calling of a General Election in
December 2019. This unavoidably meant that the window for communicating and engaging
with residents on the 2020/21 proposals was reduced. However, over the course of
November and December 2019 the Council published a survey to every resident around how
the revenue budget has been allocated over different services. This highlighted specific
spend allocations of the 2019 budget and asked residents which budgets they would like to
see reduced, maintained, or increased ahead of 2020/21. The survey closed on 20
December 2019, with 534 responses received from residents. Section 10 of this report
exemplifies the results.

SECTION 2 — ORGANISATION STRATEGY 2020-2025 AND THE NEXT PHASE OF TRANSFORMATION

2.1

2.2

Surrey’s Organisation Strategy, agreed by Cabinet in October 2018, defined how it would
contribute to the 2030 Vision for the County. The external environment has been fast
moving, very challenging and subject to much uncertainty: from Britain’s departure from the
EU to (the not unrelated) delays in Whitehall’s announcement of financial reforms to Local
Government funding such as the Fair Funding Review, coupled with increasing expectations
and requirements of our residents. We strive as a Council to be increasingly adaptable and
flexible, supported by a workforce which is responsive and agile.

The accompanying Financial Strategy 2019 — 2024 sets out how we would direct our financial
resources to deliver against the Organisation Strategy and the 2030 Vision. A refreshed
Organisation Strategy has been produced to take account of the new landscape and to
address emerging challenges and opportunities, which includes our prevailing thinking for
the Council’s next phase of transformation to support its delivery. The report was presented
and agreed by Cabinet on 29th October 2019.
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This Budget Report sets the financial framework within which the Council’s refreshed
Organisation Strategy and the next phase of transformation will be delivered.

Over the last 12 months significant strides have been made towards improving the quality of
our performance to secure better outcomes for our residents, supported by robust finances.
Whilst we have come a long way, we still have much more to do to achieve the financial
resilience and the financial sustainability that we have targeted.

This underlying context has been pivotal to informing our refreshed Organisation Strategy
with a number of the core elements unchanged which emphasise:

e Tackling Inequality - Working with residents in every area of Surrey to identify and
address causes of inequality especially in life expectancy;

e Supporting Independence — Helping residents help themselves and each other;

e More Joined up Health and Social Care — Integrating health and Council services so
they’re more effective, efficient and seamless for residents;

e Creating a Greener Future — Reducing our contribution to climate change and becoming
a carbon neutral County as soon as possible;

e Embracing Surrey’s Diversity — Recognising the benefits of a diverse workforce and
population to ensure Surrey is a place full of opportunity for everyone;

e Partnership — Working with residents, businesses, partners and communities to
collectively meet challenges and grasp opportunities;

e Supporting the Local Economy — Investing in the infrastructure Surrey needs to build a
strong and resilient economy; and

e Digital Revolution — Making the most of new technology to innovate and improve
services, and the way we work, to help Surrey and residents thrive.

The strategy outlines how we aim to deliver our ambitious agenda and sets a course for the
next phase of our transformation journey, whilst ensuring financial sustainability.

Over the last year we have made further progress in delivering the ambitious transformation
programme formally launched in November 2018. New approaches have now been applied
in key service areas and we are seeing the positive impact this can have for residents.

A range of existing projects and programmes will continue from the current transformation
phase so that we deliver the planned efficiencies for 2020/21, transitioning to the next
phase by January 2020. A refreshed Transformation Programme will be presented to
Cabinet alongside these budget proposals in January 2020. This will build upon progress and
achievement to date and be the vehicle for delivering the enhanced level of ambition we
hold for the future. We continue to make significant investment in our transformation
programme over the medium-term, which is outlined in the financial strategy section of this
report.

The refreshed programme will be reviewed by Cabinet and Council alongside the Medium-
Term Financial Strategy (MTFS) in January and February 2020, which will include the
proposed investment required to deliver the programme.

The section below sets out the individual Service Strategies which support the Organisation
Strategy and efficiency plans for Directorates.
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SECTION 3 — SERVICE STRATEGIES 2020-2025

3.1

Services are at the heart of Surrey’s Organisation Strategy and Transformation Plan.
Strategies for each of the main Service areas are summarised below, setting out their
approach to delivering the best outcomes for residents whilst living within their budget
envelopes.

CHILDREN, FAMILIES, LIFELONG LEARNING & CULTURE (CFLC)

3.2
3.3

3.4

Transforming Children’s Services

The Council, with its partners, is going through a process of major change in response to two
consecutive Ofsted ratings of ‘Inadequate’ and the organisation’s own acknowledgement
that improving outcomes for our most vulnerable children had not been effective in the
past. Services for children and families are being transformed at pace with a much-needed
focus on quality and consistency of practice.

As part of the first stage of the improvement programme:

e We have now completed a top to bottom reorganisation of our structure with the new
model for all services in place from April 2019;

e The implementation of new front door arrangements and our Single Point of Access
means we can ensure the Council has preventative and early help services in place to
assist at the earliest possible moment in a child’s life;

e We have implemented the Family Safeguarding Model first pioneered in Hertfordshire.
Family Safeguarding will improve the quality of work we do with families, and outcomes
for children and parents. To support this approach, the NE Quadrant have relocated to
Walton in order to be closer to the community they serve;

e The new Quality Assurance division has enabled us to monitor and report on our
practice and support operational services better than ever before;

e The launch of Surrey Children’s Services Academy in January 2019 provides a learning &
development offer for staff across the partnership - it is an offer that complements and
enhances partnership working and means we can drive up and maintain professional
standards;

e We made a commitment to strengthen our relationship with foster carers, adopters and
other carers. Over the past year we have significantly increased our recruitment of
foster carers and we are implementing the Mockingbird model to improve the stability
of placements. The Mockingbird family model is an method of delivering foster care with
the potential to improve placement stability, safety and permanency for children and
young people in care and to improve support for, and retention of, foster carers;

e This year we are transitioning to the new Safeguarding Partnership arrangements in
Surrey, with our intentions published to the DfE in June 2019 and in place from
September 2019. The new arrangements are designed to ensure strong and effective
partnership working in child protection and safeguarding practice across the county and
to promote the continuous improvement of these services; and

e Increased capital investment is also taking place in Looked After Children (LAC) through
Community Children’s Homes, developing specialist children’s placements for children
with complex needs, contact family centres and Care Leaver accommodation which will
support the delivery of this transformation.
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3.5

Special Education Needs and/or Disabilities (SEND) Transformation

In March 2019, Ofsted and the Care Quality Commission carried out a joint review of
Surrey’s progress in addressing weaknesses that were highlighted in a previous
inspection in 2016;

The inspectors judged that the local area had made sufficient progress in four out of five
areas of weakness, but that there was more to do. The partnership of County Council,
Clinical Commissioning Groups (CCGs), educational settings and alternatives to
education provision are working together with families, to transform services for
children needing support, to help them reach their potential and lead more independent
lives;

In addition, the financial demands on the High Needs Block (HNB), which funds the
majority of revenue aspects for SEND, have increased rapidly resulting in a forecast
£30m overspend in 2019/20. In order to mitigate the risk associated with the HNB
deficit, the Council is contributing £30m to an offsetting reserve out of its own
resources. The ambition of the transformation programme is to bring this annual
contribution down to a neutral position, before beginning to pay back the deficit. For
2020/21 there are efficiencies associated with this programme to bring the annual
position down to a £24m overspend, which will mean the annual contribution to the
reserve can be reduced by £5.1m;

As part of the SEND transformation plan, approved by Cabinet on 29 January 2019, a
recommendation was made to provide more specialist school places in Surrey— with
specialist provision in mainstream schools and in special schools — so that children with
SEND could be placed closer to home;

This will reduce travel time and enable children with SEND to be more a part of their
local community, and, crucially, help to increase their progress, attainment and
outcomes. At present, there are insufficient places in mainstream (resourced places) and
special schools in Surrey. This means the Council is reliant on non-maintained
independent schools (NMls) to meet the demand. On average, these schools are much
more expensive, not local to the child’s home, and rarely more effective than state-
funded schools. Surrey currently has approximately 12 per cent of pupils with education,
health and care plans (EHCPs) in NMils. This is nearly double that of English Local
Authorities (LAs), which have approximately six per cent of pupils with EHCPs in such
provision, leading to significantly higher costs in the HNB. Accordingly, officers have
drafted a ten-year place planning strategy, the aim of which is to provide a greatly
improved environment for children with the highest level of specialist needs and
increase their outcomes through more newly-built or refurbished state-funded, local
provision. This strategy is in two parts:

o Afour-year plan, which is intended to provide an extra 883 specialist places,
including 77 ‘bulge’ places (providing temporary capacity for exceptional intakes),
over that period. Each of these types of place provision will be reported to Cabinet
where appropriate as they are identified and require approval; and

o A broader 10-year plan, which is less specific and will be developed depending on
whether improved practice reduces the need for specialist provision compared with
current forecasts through more places within mainstream schools, but which
currently projects the need for 1,693 additional specialist places in the period.
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The four-year plan is represented within the Capital strategy with a budget of £30.9m
from 2019/20 to 2022/23.

Developing and maintaining the right Surrey specialist provision is vital in ensuring
appropriate placements for the Surrey young people who require a specialist SEND
placement. The proposed place-planning strategy will ensure a significant number of
additional specialist places are provided which offer good value for money. This strategy
is needed to make sure that activities in this area are coordinated and that there are a
clear set of principles on which work will be based. This strategy will be reviewed on an
annual basis.

3.6 Health Integration

Changes have been made to Integrated Children’s Commissioning that will strengthen the
way we integrate, deliver and continue to develop our Integrated Care System (ICS) to
improve outcomes for our residents. It aims to drive forward and support agile decision
making and effective use of resources, with a key focus on self-care, prevention, early
intervention and building resilience.

3.7 In summary, CLFC has made significant progress on its county wide transformation
programme in the last 12 months. In order to continue this progress and deliver the
efficiencies within the 2020/21 budget and beyond these changes need to be embedded. In
order to do this, we are working in collaboration with both internal and external partners to
ensure transformation programmes are deliverable and effective.

PUBLIC HEALTH

3.8 Surrey County Council’s Public Health (PH) service aims to improve and protect the health of
people living and working in Surrey. It aims to achieve this by:

Providing expert PH information and advice to ensure Surrey’s decision-making is
evidence based and cognisant of all relevant PH implications;

Supporting people to make positive changes to improve their health and wellbeing
throughout their life; and

Protecting Surrey residents from communicable diseases and environmental hazards.

3.9 The PH service commissions a range of services centred on key Council and PH priorities
including:

Healthy lifestyle services including stop smoking, weight management and mental
health;

0-19 services including health visitors and school nurses;
Substance misuse services relating to drugs and alcohol;
Sexual health services including contraception and genitourinary medicine (GUM); and

NHS health checks.
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3.10

3.11

3.12

3.13

3.14

Since transferring to the County Council in 2013/14, Surrey’s PH service has had to operate
in a very challenging financial environment. There have been three main financial
challenges:

e  Firstly, Surrey’s initial PH funding was very low. This is because PH allocations to Local
Authorities nationally were based on the how much Primary Care Trusts, the
predecessors to Clinical Commissioning Groups, had spent on PH services in the years
prior to the transfer of commissioning responsibilities rather than the government’s own
calculation of what each area should spend on PH services. Despite consistent lobbying
the government has failed to address this. Surrey’s 2019/20 PH grant equated to £29
per head of population (the lowest per head allocation in the country) compared to an
England average of £56 per head;

e Secondly, the government has implemented a series of cuts to PH grant funding in
recent years. When grant funding in 2013/14 is rebased to take account of additional
responsibilities that have transferred to Local Authorities since the initial commissioning
transfer, Surrey’s PH grant in 2019/20 is 9% lower than the initial very low grant
provided in 2013/14; and

e Thirdly, like all Council provided services, Surrey’s PH service has been impacted by the
reductions to broader Central Government funding that the County Council has had to
manage in recent years. An increasing proportion of the PH grant has been allocated to
services delivered or commissioned by other parts of the Council that contribute to
meeting PH outcomes. This has required PH to make reductions to services it directly
commissions.

The combination of the above factors has meant Surrey’s PH service has had to find
efficiencies of £9m on the services it directly commissions equivalent to 23% of the PH grant
funding that transferred in 2013/14.

PH’s key priorities for 2020/21 and beyond are:

* Anincrease in provision of preventative services and approaches that are delivered
through both public health and other local partners;

* Aclear shared understanding of where inequalities exist and how they are being
effectively addressed based on evidence and local intelligence;

e  Greater coordination and recognition of work on the wider determinants of health
across organisations in order to review and increase impact; and

* Greater joint commissioning within Surrey, enabling more collaboration between
services and an improved experience of preventative services.

Delivering these priorities will directly contribute towards achieving the Organisational
Strategy, particularly in relation to core elements of tackling inequality, supporting
independence, more joined up health and social care, partnership and supporting the local
economy.

The financial outlook for PH is very uncertain at present. As a significant proportion of the
ring-fenced PH grant is allocated to fund services that contribute to delivering PH outcomes
delivered by other parts of the Council (£5.4m in 2020/21), PH is only required to deliver
additional efficiencies of £0.3m (1%) in 2020/21 to offset its own direct service pressures.
These efficiencies are required to offset pay inflation and sexual health service demand
pressures.
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3.15

3.16

3.17

3.18

The PH service has adopted a prioritisation tool to ensure robust allocation of the public
health grant ensuring maximum health gain. The PH service has also conducted a Chartered
Institute of Professional Financial and Accountancy (CIPFA) and Association of Project
Managers accredited ‘value for money’ review of the public health commissioned services.
This is an assessment of current activities and future service options based on the
recognised value for money criteria of: economy, efficiency and effectiveness, stakeholder
value and strategic value (comprising a consideration of strategic alignment and
contribution).

The government announced there would be a “real terms increase” in PH funding in the
2019 Spending Review, but the County Council is yet to receive precise details of what this
means. Based on the government’s announcement we estimate this could equate to around
an extra £0.65m. However, Public Health England has also indicated that this could come
with new responsibilities. Use of any increase to funding will be reviewed once the 2020/21
grant and any requirements associated with increased funding have been confirmed.

In 2021/22 the PH grant is set to become un-ring fenced as part of the government’s
planned implementation of a new funding system for Local Authorities following the Fair
Funding Review (FFR). However, given the current political uncertainty it is very hard to say
with any confidence whether this will happen.

Any further reduction in PH spend in Surrey could have very serious long-term impacts for
Surrey residents, especially considering how much of an outlier Surrey already is in terms of
low PH spending. Therefore, any future changes to Surrey’s PH spending once the national
funding is clearer will require very careful consideration, prioritisation and evidence-based
decision making. This will have to be an area which the Council will lobby for a better deal
for Surrey residents when contributing to any discussions around the FFR.

ADULT SOCIAL CARE (ASC)

3.19

3.20

3.21

In 2018 Adult Social Care embarked on an ambitious transformation programme. At its
heart is the implementation of a new ‘strength-based’ framework that focuses on people’s
strengths to enhance and maintain their independence. This programme is designed to
improve outcomes, invest in prevention and shift the delivery of care to away from
traditional institutionalised forms of care to services based in the community. This will
enable the County Council to manage demand for ASC more efficiently and effectively and
reduce expenditure on care provision to make a substantial contribution towards putting
Surrey in a more financially sustainable position.

ASC’s vision is “To promote people’s independence and wellbeing, through personalised
care and support that focuses upon their strengths, the outcomes they want to achieve and
enables choice and control”.

Delivering this vision will mean people:

* Have access to information, advice and support in the community to help themselves
and each other;

* Build upon their strengths, with the same hopes and aspirations as everyone to work
and to live independently;

* Are supported to regain their skills and confidence after an iliness or injury, so they can
do things for themselves and stay independent; and

* Feel safe and experience health, social care and community partners working together
to meet their needs.
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3.22

3.23

3.24

3.25

3.26

3.27

Delivering this vision will mean staff:

*  Work in a culture of optimism, with the skills to focus on the strengths people have to
help themselves;

e Offer a consistent and good quality service where it is needed most, within the financial
and other resources available to the Council;

* Have the technology they need, are innovative and work with partners to secure better
outcomes for people; and

*  Focus upon prevention work to help people sustain their health, independence and
wellbeing.

The early implementation of ASC’s transformation programme and new practice framework
enabled total net expenditure for ASC in 2018/19 to be held at broadly the same level as
2017/18. Unsustainable levels of growth in expenditure that had been originally budgeted
for 2018/19 were avoided and a £25m underspend against the budget was instead achieved.
This was an important first step on the road towards greater financial sustainability.

The budget planned for ASC in the current MTFS essentially requires ASC to hold total net
expenditure flat in real terms in 2019/20 and 2020/21, with reductions in budget resources
potentially necessary in the years after depending of course on what happens at a national
level. This will be challenging in the context of demand and inflationary pressures. There is
no doubt that ASC will have to manage increased demand related to young people
transitioning from Children, Families, Learning & Culture services — this is estimated to be
£5m. There are also demand pressures in other care groups, which it is assumed will be
mitigated through delivery of the service’s transformation plans, although this is a risk. The
pressure on care budgets, home adaptations and equipment is increased because of the
need to facilitate hospital discharges as patient numbers rise. Price inflation is set at 2%
although the inflationary costs facing care providers are often in excess of CPI. Essentially
the Council’s budget strategy requires ASC to make efficiencies to offset these very
substantial pressures.

On the other hand, Surrey is comparatively a high spender on ASC. For instance, Surrey’s
total net expenditure on ASC in 2017/18 would have been £81m lower if it had been at the
median for comparator authorities. Even if Surrey’s spend had only been at the level of its
nearest statistical neighbour, Hertfordshire, expenditure in 2017/18 would have been £35m
lower. Whilst there are some specific local factors that account for this, it is reasonable to
expect that successful implementation of ASC’s Transformation Programme should help to
bring Surrey more in line with its comparators.

In order to achieve ASC’s budget strategy, the primary focus has to be on reducing
expenditure on care packages to support people’s eligible social care needs. 90% of ASC’s
gross expenditure is spent on supporting people and their carers. Although total
expenditure on ASC was flat in 2018/19 and the latest forecast suggests it can be flat again
in 2019/20, expenditure on care packages has still increased since 2017/18. This trend
needs to reverse if ASC is to achieve its forward budget plans.

There are only four ways to reduce spend on ASC care packages:
e Reduce the number of service users;

e Reduce average levels of care;

e Reduce the cost of care; and

e Change the model of care.
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3.28

3.29

3.30

3.31

3.32

ASC’s transformation programme will reduce spend on care packages through a combination
of the above means. This will be achieved through a range of measures including:

* Continuing to embed the new strength-based approach to social work practice;

* Investing in prevention including developing a new Technology Enabled Care service
offer and repositioning ASC's Reablement service;

e Streamlining ASC's front door and improved signposting to better channel and reduce
demand for services funded by the County Council;

* Developing a new and enhanced ASC Commissioning function along with a new
Brokerage function to collectively lead market relationships;

e Creating a new Learning Disability (LD) Countywide service aligned with ASC’s Transition
service to improve the care pathway from Children, Schools, Families and Culture
services. This will focus on reducing reliance on institutional forms of care as well as
reviewing all existing LD packages to identify opportunities where the same or better
outcomes could be delivered more efficiently;

* Maximising the benefits of the positive relationships already established and
collaboration underway with local health partners;

e Supporting people with LD/autism to move from residential care to independent living;

* Replacing traditional forms of support such as institutionalised day care and associated
transport costs with a focus on helping people into employment and ensuring all care
services are delivering clear outcomes to enhance people’s independence;

* Expanding affordable extra care provision for Older People; and

* Taking back control over ASC Mental Health services and embedding strength-based
practice.

Delivery of ASC’s Transformation Programme will involve the Council committing significant
capital resources, both in terms of use of Council owned land that could potentially otherwise
be sold or used for alternative and direct capital expenditure.

The area where capital investment is most certain is the development of additional affordable
extra care housing for Older People. Cabinet recently approved the first phase of new
schemes that are estimated to deliver around 165 affordable units. This will involve the
Council leasing land with a combined market value of £5.5m to housing developers at
peppercorn rent in return for these developers building new extra care schemes on the sites.
The Council may also need to contribute up to £1.8m towards to the development costs. The
ambition is to develop 725 additional affordable extra care units for Older People. If the same
delivery model were to be adopted for future sites to reach this ambition, then it is estimated
that this could involve investment of land and capital expenditure in excess of £45m. An
indicative figure has been included in the Capital Programme pipeline representing this
ambition.

Plans to expand independent living accommodation for people with LD or Autism could also
have capital implications, although much of the new accommodation is currently expected to
be developed by housing and care providers with limited need for use of County Council
owned land or capital investment.

There will also be a need for continued capital investment in the care homes operated in-
house by ASC and consideration of the long-term future of these sites which could have
significant capital implications.
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3.33

3.34

3.35

These measures will directly contribute towards achieving the Organisation Strategy,
particularly in relation to core elements such as supporting independence, more joined up
health and social care, partnership, supporting the local economy and embracing the digital
revolution. They should also help ASC to achieve the immediate efficiencies across 2019/20
and 2020/21 and lay the foundations for a more secure financial future in the medium-term.

It is recognised though that changes will not be welcomed, initially at least, by all. Some of
ASC’s important stakeholders including service users, care providers and NHS partners may
challenge aspects of ASC’s planned transformational changes. It will be important to remain
cognisant of these challenges and respond to them in a considered manner. There is no
guestion though that significant change does need to take place if the spending on ASC is to
be kept within what the Council can afford.

At the same time, it is important to be clear that it will not be possible to offset all demand
and pricing pressures indefinitely in the medium-term without potentially more serious
societal impacts, or risk of being in breach of our statutory obligations. To avoid those
negative impacts Surrey, like all Local Authorities, is reliant on the government to safeguard
social care in the long term by finally implementing the fundamental changes and
investment to the social care system in England that have been promised for so long.

ENVIRONMENT, TRANSPORTATION AND INFRASTRUCTURE (ETI)

3.36

3.37
3.38

3.39

3.40

3.41

The wider ETI budget envelope is comprised of Environment, Transport & Infrastructure and
Community Protection.

Environment, Transport & Infrastructure

The 2020/21 ETI budget envelope reflects a number of factors including growth in respect of
inflation and adjustments for efficiencies which are either one-off in 2019/20 or were not
progressed as initially expected, including changes to transport budgets and to community
recycling centres which the County Council decided not to progress. The Directorate will
seek to manage other pressures within existing budgets, including drawing on
Transformation and Feasibility funding, or through identifying additional efficiencies.
Pressures being managed include replacing one-off or undelivered efficiencies in 2019/20
with sustainable efficiencies.

The Council’s budget includes transformation funding of £10m and a feasibility fund of £5m
in 2020/21. This funding will be accessed to support the feasibility development of major
infrastructure and other transformational activity such as proposals relating to electric
vehicles, 5G technology and solar panels. The availability of this additional funding in
2020/21 will enable better designed schemes, acceleration of delivery, and support the
creation of bid winning proposals for accessing external funding.

The budget envelope also reflects efficiencies arising from the Council’s environmental
priorities (e.g. incentivising waste minimisation and recycling, encouraging sustainable
transport choices through highway enforcement).

ETl is a new department following the Directorate-wide review which identified the need to
ensure the right capacity is in place to drive forward the Council’s ambitious Place agenda,
as part of the Organisation Strategy. In order to become a proactive place-maker, changes
are being made to the focus and delivery of the whole department, ensuring that the
Council is able not only to get the basics right, but also is able to prepare for the future and
ensure Surrey is able to benefit.
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3.42

3.43

3.44

3.45

3.46

3.47
3.48

3.49

3.50

3.51

The Council is proposing a significant capital investment programme for the County — this
will include investing in our Greener Futures which includes rethinking transport and
supporting lower emissions, opening up our countryside, moving towards renewable energy
and supporting our economy. To do this, the department is refreshing its shape, enhancing
and refocusing its transformation portfolio and ensuring the right capacity is in place to
deliver what is needed. Key areas of work will be major infrastructure projects, including,
but not limited to the River Thames and wider Surrey Flood Alleviation Programme, the
retendering of the Highways Contract, working to reduce the costs of waste management
and better management of the highways network including increased capital investment in
maintaining and improving highway assets.

New, emergent work is taking place in partnership with others related to the Council’s
commitment to the way we manage the Countryside, our Greener Futures ambitions and re-
thinking transport, allowing the Council to investigate and develop plans which enable us to
exploit the opportunities that new technology presents whilst building the resilience of the
County as a whole. We are starting to implement better and more sophisticated ways to
support people to change behaviour to reduce cost, for example by reducing overall levels of
waste and to reduce contamination in recycling. The ETI Capital Programme supports these
objectives through additional investment in highway infrastructure, where capital
investment will reduce on-going costs through upstream prevention, flood alleviation and
public rights of way, as well as investment in renewable energy such as solar power and low
emission vehicles.

There continues to be emphasis on ensuring an understanding and addressing those areas of
cost or income which are outliers when benchmarked, and taking action to address them
and seeking ways to ensure we are both efficient and prudent in the decisions we take.

We continue to seek opportunities to review and test the levels of service that we provide,
exploring where appropriate different delivery models; looking to work closely with local
people to ensure we deliver the best possible outcomes within our budget envelope.

We continue to build partnership and collaborate with others across the County to maximise
the impact that we can have and seek to ensure we maximise the income streams that we
have, through both innovation, such as using the street lighting to support 5G roll out and
robustly benchmarking our fees and charges while strengthening our approach to
enforcement.

Community Protection Group

Brought together recently, the Community Protection Group includes Surrey Fire & Rescue
Service, Trading Standards, Emergency Management, Health & Safety, Military Covenant and
Resilience. At its core, this group is positioned to work together to deliver against the
Council’s 2020-2025 Corporate Strategy and the 2030 Community Vision.

Partnership working will be core to the success of the group. This partnership approach
needs to start within Surrey County Council, with Adults and Children’s services, to help
prioritising where we want to help our most vulnerable residents.

External partnerships with the boroughs and districts will also be key around protecting
people, places and premises. Particularly to enable better working with businesses to
support the Surrey economy.

Through the current transformation programmes and the improved coordination of services
within the Community Protection Group we will be in a perfect position to improve Making
Surrey Safer — Our Plan 2020-2023, which was approved by the Council in September 2019
following extensive consultation, sets out how we will deliver our prevention, protection and
response activities and find better ways of working with partners, residents and businesses.
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The plan allows for a stronger focus on prevention and protection activities to meet the risk
profile of Surrey, while continuing to provide a strong, effective, and in future more efficient
response to incidents. Investment in prevention and protection will include an increase in
revenue expenditure of c.£2m over the next two years, supported by capital investment of
£1.9m over the next five years (part of an overall Capital Programme of £15m for Fire
vehicles and equipment). Efficiencies will be made through collaborating with partners,
income generation, and modernising the wider service. Overall, across revenue and capital,
the budget will increase by c£1.6m between 2019/20 and 2020/21.

Through the current transformation programmes and the improved coordination of services
within the Community Protection Group we will be in a perfect position to improve:

e The safety of vulnerable adults and children in their homes;

e Information and assistance available to the public around protecting themselves from
risk, such as fire and rogue traders. Also, enabling people to be more resilient in order
to help residents help themselves and others in their communities; and

e Working with businesses around enabling greater understanding of risk, such as Health
& Safety, and the impact that incidents and accidents can have on their operation.

TRANSFORMATION, PARTNERSHIPS AND PROSPERITY (TPP)

3.54

3.55

3.56

The Directorate provides services, resources and activities that are vital to drive forward,
enable and support the Council to achieve the Community Vision for Surrey 2030 and
Organisational Strategy and deliver an ambitious and forward-looking transformation
programme that will result in better outcomes for Surrey residents, ever more cost-
effectively.

Good progress has been made in delivering the transformation programme that was agreed
by Council in November 2018, over the last year. This has assisted in stabilising the
organisation, supporting the identification of significant efficiencies and started to
fundamentally reform the way we deliver services to residents.

To continue this journey, the TPP Directorate requires effective and adequate resourcing for
the following:

e |nitiating and supporting change across the Council to improve services and outcomes
from residents and realise efficiencies for the Council.

e Communicating and engaging with our residents and staff, to ensure awareness and
understanding of the Council’s priorities, ambitions and activities.

e Building and sustaining relationships and working with partner agencies, organisations
and bodies across and beyond Surrey to better align our activities to the benefit of
Surrey residents.

e Collating, analysing and using data and information to provide valuable intelligence to
support policies and strategies that drive better outcomes and service improvements for
Surrey residents.

e Creating and sustaining an organisational culture and team of staff that are led and
supported to deliver their best for the residents of Surrey.

e  Working with a range of partners to promote economic growth in Surrey through
supporting investment in infrastructure, marketing Surrey as a place to do business and
supporting the development of a skilled workforce.
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In addition to enabling significant efficiency proposals in other Directorates, the TPP
Directorate is re-aligning resources to support the refreshed transformation programme, the
Organisational Strategy and Our People strategy. We recognise that we need to invest
further in the capacity and capabilities relating to innovation, digital and business
intelligence/analytics.

This, coupled with significant restructures over the last year of both our Human Resources &
Organisational Development and Communications services, should stand the Directorate in a
good position to support the Council in achieving its ambitions and far reaching
transformation agenda.

RESOURCES

3.59

3.60

3.61

The Resources Directorate provides vital support services to the organisation. As the Council
continues to drive forward its ambitious transformation programme to improve the services
we provide to residents and its commitment to the Community Vision for Surrey 2030, we
are focused on ensuring that our corporate support and enabling services are of the highest
calibre.

As the Council looks to focus more on enabling and facilitating working with our partners,
we see ourselves as key drivers of achieving the required cultural change by role modelling
change in the way we support and work with colleagues internally. The Resources
Directorate is therefore focused on embedding changes and adopting a Business Partnering
Approach, to ensure that we work effectively across the organisation as trusted and
insightful partners. As business partners we will prioritise the value for money and
effectiveness of the services we offer and the impact and benefits we can bring in
supporting other Directorates to deliver service priorities, realise financial and non-financial
benefits and improve outcomes for residents.

In order to achieve this aspiration, the Resources Directorate has undertaken a significant
amount of self-reflection, review and restructuring, specifically:

e A review of the Orbis Partnership was undertaken to ensure that it can respond
dynamically to the changing context and demands of its partner Councils. The
recommendations included a renewed focus on an agreed set of core services, and a
medium-term commitment to the future of the Partnership from all partner Councils;

o Implementation and embedding of the Finance Improvement Programme, including a
whole service restructure, process review, development and launch of the Finance
Academy, embedding the Business Partnership approach including the co-design of a
partnership agreement. The Finance Improvement Programme is due to conclude next
year, and a report will be issued from the External Assurance Panel;

e The Property function is being resourced to meet the longstanding ambition to utilise
our estate to drive a real change in service delivery and to generate value; and

e Inthe Procurement Service, a new operating model and review of policies has led to
changes in financial thresholds, which will particularly benefit local small or medium
sized enterprises and voluntary sector organisations by increasing opportunities and
reducing the bureaucracy for doing business with the Council. The introduction of the
Annual Procurement Forward Plan will provide a platform for early sight of key strategic
procurements, with better planning and decision making.
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In financial terms, the ambition is to stabilise the Directorate and ensure the sustainability of
services. Despite this, efficiencies have been identified to offset the shortfall inherited from
the previous year and a material amount of unachieved efficiencies which needed to be
offset. Longer term efficiencies will come from changes in culture and working practices,
enabling more efficient delivery of services while optimising our impact and generating
better working relationships and outcomes within the services we support.

The implementation of a replacement for our main line of business IT systems (currently
SAP) will help drive more streamlined and automated processes in the medium-term.

SECTION 4 — FINANCIAL STRATEGY 2020/21

4.1
4.2

4.3

4.4

4.5

4.6
4.7

4.8

National Funding Context

In contrast to the growing stability in our internal financial management arrangements,
reflected in positive financial outcomes in 2018/19 and so far this year, the national
landscape has been dominated by uncertainty. This has been predominantly caused
(directly or indirectly) by the general political volatility that has prevailed at a national level
over the last twelve months.

The Ministry of Housing, Communities and Local Government (MHCLG) has been unable to
progress the promised review of Local Government funding distribution (the Fair Funding
Review), which would ideally be accompanied by a multi-year funding settlement to allow
the impact to be implemented over a number of years. With the fall of the timetable to
deliver a Comprehensive Spending Review, any chance of a remodelled Local Government
finance system, and clarity over the medium-term funding outlook, went with it.

It is therefore appreciated that MHCLG has gone as far as has been possible to set out a
financial plan for 2020/21 at least, and which features some recognition of the financial
pressures being faced by Local Authorities across the country. Whilst it does not come close
to starting to undo the impacts of the previous decade long period of austerity, and its one-
year time limits the impact it can have, the fact that overall resources are increasing rather
than falling next year is to be welcomed.

Our working assumption was that the plans outlined by MHCLG in the Technical
Consultation following the Spending Round would be implemented and this was confirmed
in the Provisional Local Government Finance Settlement (LGFS) in December 2019. The new
government has not reduced the available resources at such short notice, and will now fund
proposals for Winter Pressures Grant, Social Care Grant, Improved Better Care Fund and the
additional Social Care funding.

Spending Round 2019 (September 2019)

This financial year is the final year of the current Spending Review period. At the Spring
Statement in March 2019 the then Chancellor of the Exchequer, Philip Hammond, indicated
there would be a full three-year Spending Review before summer recess, assuming a Brexit
deal was agreed by the end that month, with funding earmarked for the event of a no-deal
Brexit being made available for redistribution if a deal was secured.

Due to the uncertainty of when to exit the EU, the anticipated three-year Spending Review
was reduced to a one-year ‘fast tracked’ Spending Round to enable plans for the prorogation
of Parliament in advance of the Queen’s Speech. Spending Round 2019 (SR2019) included
more money for the sector overall.
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4.13

4.14

4.15

4.16

The announcement included £3.5bn of funding for Local Authorities, some of which was to
be raised locally. This was made up of the continuation of some existing ‘temporary’ grants
and new funding, the most significant of which is £1.5bn for Social Care comprised of £1bn
Social Care Grant and the power to raise £0.5bn via the Adult Social Care Precept. The
Council also expected to benefit from increased funding from the Department for Education
(DfE) through a share of £780m for Children with SEND in 2020/21.

In total, SR2019 indicated a further c£36m of funding for SCC.

At the State Opening of Parliament in December 2019, as part of the Queen’s Speech, it was
announced that the additional £1bn Social Care Grant would be provided in every year of
this Parliament, a policy which will presumably be reflected in the government’s future fiscal
plans.

2020/21 Provisional Settlement (December 2019)

In April when we launched the MTFS process, we understood that MHCLG’s intention was to
announce the provisional LGFS as early as November. The Technical Consultation issued in
October 2019 was later than usual, and the expectation was that the announcement would
be pushed back to early December. As it transpired, the Provisional Settlement was
announced on 20 December, further delayed as a result of the General Election.

The Provisional Settlement was on the whole positive for the Council, although the
continued placing of an undue burden on local tax payers for the national problems in social
care continues to be of concern.

Of the funding announced as part of SR2019, subject to the Final Settlement confirmation,
the provisional announcement confirmed that the Authority will receive c£14.2m of the new
Social Care Grant and yield around £14.6m from the 2% Adult Social Care Precept if the
Council chose to levy it. In addition, the Council will continue to receive c£6.8m of the rolled
forward Adult Social Care Support grant and the New Homes Bonus Scheme will continue for
an additional year in 2020/21. This is set out in Table 1 below.

The Provisional Settlement also confirmed MHCLG’s intention to ‘roll-forward’ the
Settlement Funding Assessment (SFA), which includes increasing Baseline Funding (Business
Rates) by 1.6% and eliminating negative Revenue Support Grant for another year.

Table 1 - Changes in Settlement Grants 2019/20 to 2020/21

Settlement Specific Grants 2019/20 Change  2020/21

£fm £fm £fm

Compensation for Business Rates Multiplier

Changes 3.7 0.9 4.6
Improved Better Care Fund (including Winter

Pressures Grant)* 11.1 0.0 11.1
New Homes Bonus** 2.7 (0.2) 2.5
Social Care Support Grant (SR 2019 £14.2m plus

Autumn Budget 2018 £6.8m) 6.8 14.2 21.0

Total Settlement Specific Grants 24.3 14.9 39.2
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4.23

Other Grants

There are a number of other grants, which do not form part of those associated with the
Settlement but are announced at the same time. The government announced that the
Independent Living Fund (ILF) arrangements, originally scheduled to end in March 2020, will
continue to be paid to Local Authorities in 2020/21. The ILF was administered by The
Department for Work and Pensions (DWP) until it was devolved to Local Authorities in June
2015. Local Authorities were then expected to meet all former ILF user’s eligible needs. The
announcement means the continuation of £1.6m for the Council. Table 2 sets out the
summary of other grants.

The budget also includes the continuation of the following:
e Private Finance Initiative — credits relating to the Eco Park and Street Lighting contracts;

e Dedicated Schools Grant - Corporate Allocation - to support services provided by
central departments, includes a reduction as assumed when developing the budget gap;
and

Business Rates — Section 31 Grants — reliefs and grants paid outside of the Settlement,
with no change to budget assumptions.

Table 2 - Changes in Other Grants 2019/20 to 2020/21

Other Grants 2019/20 Change  2020/21
£m £m £m

Independent Living Fund* 1.8 (0.2) 1.6
Business Rates - Section 31 Grants 3.1 1.4 4.5
Dedicated School Grant - Corporate Allocation 8.7 (5.6) 3.2
Private Financing Initiative 16.7 0.0 16.7
Public Health Grant 35.6 0.6 36.3
Grants assumed to cease** 2.3 (2.3) 0.0
Total Grants 68.2 ((Xv)] 62.2

*2020/21 amount to be held in ASC
** Grants assumed to cease are Levy Account Surplus, Community Voices, Staying Put

Council Tax

Council Tax is the key source of income for the Council. The amount generated yearly is
principally determined by the Council Tax Base (the number residential properties adjusted
for exemptions and discounts), the rate of charge per property and the rate of collection.

The Council has seen a year-on-year increase in the number of new homes in the County and
the current assumption is that there will be a growth in the Council Tax Base of 1.06%
between 2019/20 and 2020/21.

The Council can, subject to legislative constraints, increase its Council Tax rate through two
mechanisms; the Adult Social Care (ASC) Precept and the core Council Tax increase. Each 1%
increase in Council Tax generates cE7m per annum. However, the increase in the core
Council Tax is subject to a limit at which a referendum must be held and any increase in the
Adult Social Care Precept is announced by the Secretary of State for MHCLG.
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The Provisional Settlement confirmed there will be a core referendum principle of up to 2%
for the core Council Tax. For the ASC Precept, the government consulted on a maximum
increase of 2% and have indicated in the Provisional Settlement that this will be level, on top
of the core principle, which will be agreed for 2020/21.

In setting the budget the Council has assumed a 1.99% increase in the core Council Tax. A
2% increase in the ASC Precept is also proposed, which will be directed to ASC pressures.
Taking these factors into account it is proposed to increase the Council Tax by 3.99% in
2020/21. This equates to an increase of £1.11p per Band D Property per week. Full details of
the Council Tax Requirement can be found in Annex E.

The Council also needs to consider the potential surplus or deficit relating to actual
collection of Council tax when setting the budget. This is the difference between the
estimated Council Tax collectable for 2019/20 and that actually collected. The collection
fund surplus to be collected in 2020/21 is £4.3m.

In an attempt to reduce the number of empty properties throughout the County, the Council
is proposing to reallocate increased funding that directly results from changes in Empty
Home policies. Under this commitment the Boroughs and Districts will receive reallocated
funding if agreed conditions are met. The details of the arrangement are to be formally
agreed in the coming months.

Taking into account the forecast growth in the Council Tax Base, the increase of 3.99%, the
Council Tax Requirement is £765.3m; and including the collection fund surplus assumptions
the Council’s income from Council Tax is forecasted to be £769.6m and this has been built
into the proposed budget for 2020/21. However, £5.7m will be transferred to reserve to be
reallocated as detailed in the previous paragraph, once the details of the arrangements are
in place, this will leave £763.9m to be used to deliver the Council’s budget.

Table 3 - Council Tax Funding

Council Tax Requirement 2019/20 Change 2020/21
£m £m £m

Core Council Tax requirement 676.8 14.5 691.3

Core Council Tax requirement tax base growth 7.4 7.4

Adult Social Care (ASC) Precept 51.3 14.6 65.9

ASC Precept tax base growth 0.7 0.7

Total ASC Precept 51.3 15.3 66.6

Collectionfund | 35 o8 43

Total Council Tax 731.6 38.0 769.6

TransfertoResene [ | (57| (57)

Total Council Tax to Deliver Budget 731.6 32.3 763.9
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Summary of Total Funding for 2020/19

When comparing the assumed 2019/20 funding position when the budget process began in
April, to all known announcements there is a net increase of £39.8m to all Corporate
Funding lines. This is shown in Table 4 and Table 5 shows how this funding is used to deliver
a balanced budget for 2020/21.

Table 4 - Summary of Overall Corporate Funding

Total Corporate Funding Lines 2019/20 Change  2020/21
fm £m £m

Total Business Rates including related grants 123.0 2.3 125.3
Total Settlement Grants (excl Business Rates) 8.8 14.2 23.0
Total Other Grants (excl Business Rates) 65.3 (9.1) 56.1
General Council Tax 676.8 17.9 694.7
Adult Social Care Precept (inc. tax base growth) 51.3 14.9 66.2
Collection Fund Surplus 3.5 (0.5) 3.0

Total Funding 928.6 39.8 968.4

Budget Principles

The 2019/20 Preliminary Budget Strategy contained a number of high-level principles which
were used to set budget envelopes. These have also been used for the current MTFS period.

The principles are:

* A balanced revenue budget with minimum use of Reserves and balances;

* Regular review of Reserves and balances to ensure appropriate for the levels of risk;
* Budget envelopes for each Service to provide services within available resources;

* Cost and demand pressures contained within budget envelopes;

* Robust efficiency plans which are tracked and monitored;

* Managers accountable for their budgets; and

*  Working with partners to create best value for residents.

The principles more specifically to setting medium-term budgets:

* Take a budget envelope approach with 2019/20 envelopes rolled forward;

* Developed a5 Year MTFS (2020/21-2024/25) linked and integrated with transformation
work across the Council;

* A funding model has been developed that will determine a percentage reduction in
envelopes;

Envelopes are validated annually based on assumptions:

* Evidence bases for all efficiency proposals;

e Ensure all efficiencies/pressures/growth managed within budget envelopes;
* Pay inflation added to individual envelopes;

* Contract inflation allocated to Services to be managed in budget envelopes;

e A corporate risk provision/contingency held centrally;
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* A corporate redundancy provision held centrally; and

* These revenue principles are applied to the capital budget setting process to ensure
complete alignment.

Revenue Budget 2020/21

A key part of developing the budget is to undertake a review of pressures to the budget
which are likely to materialise over the medium-term. These pressures can arise from
demographic growth, new responsibilities, changes in service delivery, as well as inflation for
staff pay and contracts. Whilst some pressures are unavoidable others can also be as a
result of policy decisions but can also be included as growth to the budget to pump-prime
efficiency proposals within services.

For 2020/21, pressures (including inflation) total £78m and have been built into the budget.

In setting the budget the Council’s approach has been to fund Directorate pay and contract
inflation, as well as non-contract inflation for supplies and services expenditure. In total
c£23m inflation related funding has been added to Directorate envelopes. Key assumptions
around inflation are as follows:

e Contract Inflation — the majority of contracts have inflation built in that is driven by
changes in RPl. We have assumed a rate of 2.2% for planning purposes. In total £16.1m
has been added to Directorate envelopes; and

e Pay Inflation — the MTFS anticipates that staffing costs will increase by 2% in each year
over the medium-term. There continues to be a level of uncertainty on pay assumptions
in future years. For 2020/21 we have added an additional £6.8m of pay inflation to
budget envelopes.

Beyond inflationary costs, Directorates are managing a wide range of pressures across
different services totalling £55m. Key service pressures are summarised below:

e Children, Families, Lifelong Learning & Culture (CFLC) — Whilst service improvements
take place within Corporate Parenting and Family Resilience, the service cannot deliver
further efficiencies, and so previous targets for efficiencies have to be replaced. The
continuation of successful transformation projects for SEND and commissioning which
were previously funded by one-off sources have been funded through this MTFS;

e Public Health — Demand led pressures from Sexual Health services, are being funded in
2020/21;

e Adult Social Care — Care package expenditure, will continue to be a pressure area led by
new demand over 2020/21. This is compounded by new transition clients from CFLC;

e Environment, Transport & Infrastructure — Various pressures due to service changes not
progressing or being delayed, for example in Strategic Transport and Community
Recycling Centres;

e Transformation, Partnership and Prosperity — Previous efficiencies will no longer be
met, causing new pressures, which will partially be offset by new efficiencies;

e Resources - A combination of increased costs for licenses, legal fees as well as
restructuring to deliver the Asset & Land Improvement project; and

e Corporate Income & Expenditure — Whilst not a service, this budget holds the
borrowing costs for the Council’s investment plans, increase in the contingency, as well
as the new feasibility and transformation funding. All of these require funding.
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4.41  Afull breakdown of the pressures including inflation can be found in Annex A. Some of
these pressures will continue beyond 2020/21 and will add growth in to future year budgets.

4.42  To achieve a balanced budget for 2020/21, £38m of efficiencies have been identified. These
are detailed by Directorate in Annex B. This efficiency target of £38m is over and above the
£106m already delivered in 2018/19 and an additional £82m on track for delivery in
2019/20. In total c£230m of efficiencies would have been delivered over the last three
years. In future the Council will be doing more work on the identification and delivery of
cross-cutting efficiencies and commercialisation to avoid, where possible, front-line Service
efficiencies.

4.43  Proposals will continue to be developed over the next 3-6 months to enable delivery. These
will be monitored for progress in 2020/21 and reported monthly through management
reports to the Council’s Leadership Team and to Cabinet.

4.44  When considering all pressures (inflation and service), efficiencies and the net additional
income the Council has received either as new funding or additional to what was originally
assumed, the Council has set a balanced budget for 2020/21.

Table 5 - Budget Envelopes by Directorate and Funding

Directorate Budget Pay Contract Pressures/ Efficiencies/ Total Budget
2019/20 Inflation Inflation Funding Funding Movement 2020/21

fm £m fm Decrease Increase fm fm
£m £m

Children, Families, Lifelong Learning & Culture
Public Health

Adult Social Care

Environment, Transport & Infrastructure
Transformation, Partnerships & Prosperity
Resources

Central Income & Expenditure

Business Rates (inc. related grants)
Settlement Grants (excl. Business Rates)

Other Grants (excl. Business Rates)

General Council Tax (inc. tax base growth)
Adult Social Care Precept (inc. tax base growth)
Collection Fund Surplus
Total Funding

4.45 A breakdown of the 2020/21 budget by Directorates and Services can be found in Annex B.
4.46 Building a “good” budget - Budget Hallmarks

4.47  In September 2018 we launched our Finance Improvement Programme. This was in
response to the report commissioned by CIPFA in summer 2018 and which raised concerns
about the Council’s financial position and its standards of financial management. The
programme has delivered a newly restructured Finance function, a new framework for
budget management across the Council, and a learning and development package (The
Finance Academy). Working with the External Assurance Panel, we have committed to
assessing future budgets against a best practice framework. The six hallmarks and an
assessment of progress against these in setting the 2020/21 budget and MTFS are detailed in
Table 6 below.
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Table 6 — Self-assessment against the Hallmarks of building the Budget

Hallmark Self-Assessment

The budget has a medium-
term focus which supports
the Strategic Plan

Transformation funding has been built into the budget to
deliver the Organisation Strategy over the medium-term
to support the delivery of efficiencies.

Ambitious capital investment. The revenue implications
of borrowing have been built into the budget. This will
help to unlock efficiencies and contribute towards
managing demand in high cost areas e.g. ASC and SEND
provision.

Resources are focused on
our vision and our priority
outcomes

Feasibility budget of £5m has been created which has
been directed to accelerate the delivery of the capital
ambition and therefore outcomes for residents.

Budget not driven by
short-term fixes and
maintains financial
stability

Moving away from funding transformation from flexible
capital receipts to the use of revenue budget, with 75% of
the transformation budget funded through revenue.

Most efficiency proposals are on-going and will help
deliver a sustainable budget over the medium-term.

The budget is transparent
and well scrutinised

The 2020/21 Draft Budget has been scrutinised at
individual Select Committees. Service efficiencies and
pressures have been provided in greater detail applicable
to each Committee.

Each Select Committee have had access to the Draft
Budget Report and associated Annexes including how
budget envelopes have been built for 2020/21

Equalities assessments have been undertaken for
relevant proposals and outcomes shown in Annex K

The budget is integrated
with the Capital
Programme

The Capital Programme includes proposals that will help
deliver efficiencies over the medium-term in key revenue
demand areas e.g. ASC and SEND provision.

The revenue budget includes all the borrowing costs of
funding the Capital Programme.

The budget demonstrates
how the Council has
listened to consultation
with local, people, staff
and partners

A residents’ survey was undertaken in December and the
feedback has been incorporated into proposals.

We have consulted with partners from the business and
voluntary, community and faith sectors. Feedback from
these partners will inform the final shape of next year’s
budget, and we will continue to work with them over the
coming months, where appropriate, as we implement our
efficiency and transformation plans for 2020/21.

On-going social media campaigns; a dedicated “Budget
2020/21” webpage, engagement with local media and
updates to residents and stakeholders through e-
newsletters including Surrey Matters.
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Section 10 of this report sets out our approach to engagement and consultation with key
stakeholders on our budget approach and strategy namely on significant issues for our
residents and businesses.

CIPFA Resilience Index

In 2018, CIPFA announced it was working on a Financial Resilience Index, aimed at
supporting good practice in the planning of sustainable finance. This was followed by a
public consultation in July 2018 outlining the proposed methodology and illustrating how
the results might be displayed in practice. Following an ‘unprecedented level of interest’,
CIPFA took the decisions not publish the tool openly in the first year while they continued to
work with stakeholders to achieve a joint sector approach.

In December 2018, CIPFA provided the Council with analysis from its newly developed index.
The results from the Resilience Index for the Council set out a picture of an Authority with
relatively low levels of financial resilience, but with generally strong fundamentals and
opportunities to strengthen financial standing.

In December 2019, CIPFA made the index publicly available for the first time. The index did
not come with CIPFA’s own scoring, ranking or opinion on the financial resilience of an
authority. However, users of the index have the ability to undertake comparator analysis
drawing their own conclusions. The tool consists of nine primary and six secondary
indicators, where the secondary indicators are elements of some of the Reserves and social
care primary indicators

Our analysis of the index, comparing the Council against all other Counties, shows an
improvement in our position between 2017/18 and 2018/19. The extent to which indicators
present as higher risk has reduced and the number of indicators presenting on the ‘lower
risk’ side of the scale has increased.

The greatest area of strength for Surrey is in the primary indicator of Council Tax
Requirement as a proportion of net revenue expenditure. The Council ranks highest of all
County authorities. Presumably, the rationale behind this indicator is that Council Tax is a
stable form of income so authorities with a higher ratio on this measure face less exposure
to changes in other funding streams, for example central grant funding.

The primary indicators showing improvement for the Council, i.e. those moving towards the
lower risk side of the index between 2017/18 and 2018/19, mostly relate to Reserves
measures. The most notable improvement being the Reserves Sustainability measure which
is an indicator of the rate of depletion of Reserves. The improvements reflect the concerted
effort the Council made in 2018/19 to reduce the reliance on Reserves to balance the
revenue budget. The secondary indicators relating to Reserves breakdown changes to
Unallocated and Earmarked Reserves.

e Earmarked Reserves shifted towards the lower risk side of the index and this was the
driver for improvements. Earmarked Reserves reduced in each of the three years to 31%
March 18, meaning they had a negative value and presented as higher risk on the
2017/18 index. In 2018/19, the Council increased Earmarked Reserves significantly; and

e Unallocated Reserves have shown little movement and sit on the higher risk side of the
index. This is because the Council has traditionally maintained a small General Fund
Balance (c2-2.5% of Core Funding). Although short of the average when compared
County Reserves of ¢5.8%, the Executive Director of Resources (s151) recommends a
phased increase in General Fund balances to reach 5%-10% of net budget over the
medium-term, reflecting future funding uncertainties and risks. The Reserves and Risk
Mitigation Strategy are detailed in paragraphs 4.59-4.70 of this report.
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The Council will not use Earmarked or General Reserves to balance the budget over the
medium-term. However, Earmarked Reserves will be drawn on for their intended function,
such as for the transformation programme, funding specific projects etc. As such, the
Reserves indicators within the resilience index could shift either way in future years.

The primary social care indicator slipped towards the higher risk side of the index, the
Council scores 73%, which is just above the comparator group average of 71%. However,
the range over this indicator is narrow (62% to 81%) and given Surrey is one of only six
county areas with a population in excess of 1.1m the Council’s position in this context is
acceptable. In the absence of a national solution to social care funding, it is unlikely that
vast improvements can be expected on this ratio going forward.

Overall, the results reflect the significant inroads made over the course of the last two years
towards improving the financial resilience of the Authority. Although the analysis is positive,
we will continue our trajectory of improving resilience and financial stability over the
medium-term, albeit in a climate of uncertainty.

2020/21 Reserves and Risk Mitigation Strategy

The Council is required to maintain an adequate level of Reserves to deal with future
forecast or unexpected pressures. We are not permitted to allow spend to exceed available
resources which would result in an overall deficit. Sections 32 and 43 of the Local
Government Finance Act 1992 require authorities to have regard to the level of Reserves to
meet estimated future spend when calculating the budget requirement.

Reserves can be held for three main purposes:

e A working balance to help cushion the impact of uneven cash flows and avoid
unnecessary temporary borrowing;

e A contingency to cushion the impact of unexpected events or emergencies; and

e A means of building up funds (Earmarked Reserves) to meet known or predicted
liabilities.

A summary of earmarked reserves and the forecast on reserves and balances can be found

in Annex D.

Given the reduction in funding that the Council has experienced over recent years, retention
of the Council’s Reserves will be essential in order to mitigate risk, including future funding
uncertainties, non-delivery of the transformation programme or other planned budget
efficiencies.

The Council has traditionally maintained a low General Fund Balance. Although there is no

generally recognised official guidance on the level to be held, the level should be justifiable

in the context of local and external economic factors, and that taxpayers’ money should not
be tied up unnecessarily. The Council’s external auditor comments on the level of reserves

as part of the annual audit of the Council’s Accounts.

In recent years it has been considered prudent to maintain a minimum General Fund level of
between 2.0% to 2.5% (£17.5m to £22.5m) of net budget. Historically, this has been
sufficient to cover unforeseen circumstances and the risk of higher than expected inflation.

As at 1st April 2019, £21.3m of General Fund was brought forward with no application to
support the 2020/21 Budget.
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For 2020/21, aside from the £21.3m General Fund balance, we have also allowed for a
£20.4m Contingency as part of budget setting. The General Fund balance, in combination
with the Contingency (for general purpose use), will mean that there is £41.7m (£4.4%) of
cover to mitigate against future risk and uncertainties. On this basis, the Council’s budget is
considered to be robust.

Although short of the average when compared County Reserves of c5.8% (as per the results
of the CIPFA Resilience Index), the Executive Director of Resources (s151) recommends a
phased increase in General Fund balances to reach 5%-10% of net budget over the medium-
term, allowing for an annual build of the General Fund balance to achieve this. This is
reflective of the uncertainty and risk the Council faces and to ensure financial sustainability
over the medium-term.

As part of the budget setting process we set aside £23m for inflationary increases — both for
pay and contract inflation. In order to de-risk the budget, we have applied the £23m to
Directorate budget envelopes to cover these increases.

The 2018/19 the outturn position was positive. Despite budgeting for a reliance on Reserves
to balance the budget, the outturn resulted in a contribution to Reserves of £0.5m.

Surrey is well on its way to benefit from a broad-ranging and comprehensive transformation
programme which commenced in 2018/19 and will continue into 2020/21 and on the cusp
of having delivered c£190m of efficiencies with another £38m identified for the next
financial year. This is supporting Surrey’s sustainable financial position ensuring financial
resilience without use of General Fund Reserves to balance the budget.

Triennial Pension Valuation as at 31st March 2019

In the current draft actuarial valuation for 31 March 2019 (to be formally signed by the Fund
actuary by 31 March 2020), the employer’s contribution to be made for Surrey County
Council (non-schools) was set for the three years to 31 March 2022. The employer’s
contribution is a combination of a primary rate, for future service obligations, and a
secondary rate for deficit reduction.

The primary rate is the cost of funding future pension service and the secondary rate
represents the contribution towards paying off accrued past deficit. The cost of the
secondary rate has improved due to the relative strong performance of pension fund assets
since April 2016, compared to liabilities, leading to an increase in the funding level.

In 2020/21 the primary rate will be 14.8% of payroll for those staff in the Local Government
Pension Scheme (LGPS), which is the same rate as at 2019/20. The secondary rate will be 5%
of the payroll totalling £9.7m, which is £2m lower than in 2019/20. This efficiency has been
built in to the budget for 2020/21.

The whole fund funding level, calculated at the actuarial valuation, is 96%. The Council’s
funding position as an element of this is 93%. The deficit recovery period for the Council
remains at 20 years.

The 2019 actuarial valuation includes a level of prudence for the impact of the McCloud
judgement, with the likelihood of meeting the funding target being increased from 67% to
70%. The precise details of the effects of McCloud are not yet known. The impact of this on
the Local Government Pension Scheme (LGPS) cost cap is also still to be confirmed.

MHCLG has consulted on extending the valuation cycle from triennial to quadrennial,
however it is now confirmed that the next valuation will be in 2022.
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Flexible Use of Capital Receipts Strategy

In the Spending Review 2015, the Chancellor of the Exchequer announced that to support
Local Authorities deliver more efficient and sustainable services, the Government will allow
them to spend up to 100% of their capital receipts on the revenue costs of transformation
projects. Initially this flexibility on the use of capital receipts was limited to those received
between 1 April 2016 and 31 March 2019. However, the 2018/19 Local Government Finance
Settlement extended these flexibilities for a further three years to March 2022.

To take advantage of these flexibility, Local Authorities are required to produce a strategy
which discloses the individual projects that will be funded, or part funded, through flexible
receipts; this must be approved by Council.

In February 2019, the Council approved the use of £31.4m of capital receipts, to fund the
Transformation Programme, as agreed by Council in November 2018, over the period
2018/19 — 2020/21. During 2018/19, £6m of transformation expenditure was used for this
purpose and further £16m of transformation expenditure is projected by the end of
2019/20. This investment has generated a significant contribution to the efficiencies
realised during the same period, introducing new practices, reforming failing services and
building capabilities. Over the last two years the Transformation Programme has delivered
£52m of efficiencies (£12m in 2018/19 and a further £40m in 2019/20).

The remaining £9m unspent element of the initial £31m allocation is expected to be utilised
in 20/21 to continue to drive forward the refreshed Transformation Programme, as set out
in a report to Cabinet to January 2020. In addition, the Council is being asked to approve the
use of a further £2.5m of capital receipts in 20/21 to support the future transformation
programme. This represents a transition year, both in relation to the refreshed
Transformation Programme, but also in terms of funding and requires 2020/21 funding from
receipts of £11.5m. To date, transformation funding has been completely reliant on the use
of these flexibilities. For 20/21, the additional £2.5m will help supplement the amount built
into the revenue budget for transformation (£7.5m) and from 2021/22, £10m per annum
will be built into the on-going revenue budget, ensuring there is a sustainable funding source
to support the on-going transformation of the Council’s services and the way we work.

The refreshed Transformation Programme has been designed to deliver directly on the
Council’s key strategic ambitions and make a significant contribution to the efficiencies and
cost avoidance targets over the medium-term. For 2020/21 this includes £24m of recurring
revenue efficiencies (out of the total MTFS efficiencies of £38m for the year). Future
transformation aims to deliver strategic ambitions aligned to the organisational strategy,
with a focus on People, Place and Organisation. There is a focus on continuing to fix key
functions but with a shift towards embedding new practice and driving visible improvements
for residents. The total transformation investment requirement is £22m over the period
2020/21 - 2022/23 and this will be funded by a combination of the original allocation
(funded by capital receipts) and the £10m per year budget, of which £2.5m is requested to
be funded by capital receipts in 2020/21.

As part of the Council’s 2020/21 budget setting process, we have set aside £10m for on-
going transformative work to the way the Council undertakes its business. As described
above we are some way into this process and in the past, there has been a wholescale
reliance on the use of flexible capital receipts to fund this programme of works. From
2020/21 the Council is starting to move away from this reliance by funding 75% of the
programme from Revenue and the balance from flexible receipts with a move to 100%
revenue funding from 2021/22 onwards.
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Whilst not part of the refreshed Transformation Programme, but part of the wider enabling
projects to support the transformation agenda, the Moving Closer to Residents (MCTR)
Project, was approved by Council in December 2019. This project will also require the use of
capital receipts to fund revenue expenditure, in the move back into the County. Annex F
details the plans for the use of flexible receipts to deliver transformation over the medium-
term, including the Moving Closer to Residents (MCTR) project. Subject to agreement by
Cabinet, The Flexible Use of Capital Receipts Strategy needs to be recommended to Full
Council for approval.

SECTION 5 — FINANCIAL PERFORMANCE 2019/20- REVENUE

5.1

5.2

53

5.4

5.5

As at November 2019 (Month 8) the Council was forecasting an overall deficit of £0.4m. This
was a reduction of c£0.8m from Month 7. This was achieved largely through continued
efficiencies as a result of restructuring and lower volume and unit costs for transport, within
CFLC, totalling £0.4m. Additionally, street lighting energy costs are forecasted to reduce by
£0.3m in ETI, due to the actual increase in inflation being lower than budgeted. The
Resources position also improved by £0.1m due to rent reviews and capitalisation of staffing
costs in the Property service.

To address the underlying risks and make real changes to the quality of services, substantial
work is being undertaken across the Council. A number of transformation, change
programmes and activities are being undertaken. The two areas which could have the most
significant impact on the Council’s budgetary position are Special Educational Needs and
Disabilities in Children, Families, Lifelong Learning and Culture and in Adult Social Care.

The SEND reset programme focusses on providing early support to children and young
people, making better services for residents and reducing costs to grant levels over 3 years.
A series of workshops have been held to develop management action plans to deliver
efficiencies, which will be monitored and tracked. KPIs are being developed which will give
an early indication that action is working (even before any change in the budget position).

In ASC, the focus in the programme is on Learning Disabilities, finalising the new ASC
commissioning structure, implementing new sourcing processes (including establishing new
central brokerage teams) and continuing to embed the new strength-based practice to
ensure a more robust approach to assessments and reviews.

We are also making significant inroads into Corporate Services Transformation. We are at a
varying stages of this transformation with Finance and HR largely complete and Property and
Legal services commencing their journey.

SECTION 6 — MEDIUM-TERM FINANCIAL OUTLOOK 2021/22 to 2024/25

6.1

The future funding of Local Government remains uncertain largely due to two main
variables, a Comprehensive Spending Review (CSR) and Local Government funding reform:

e ACSRis expected in the second half of 2020, which sets national departmental
expenditure limits for a next three or four years; and

e The Fair Funding Review (FFR) and the move to 75% retention of business rates have
been delayed until April 2021. Although work is continuing behind the scenes there has
been little in the way of communication with the sector and, further consultations
expected on the service specific formula have failed to materialise. The Council
continues to review technical working group papers to remain informed about the
potential direction of reform.
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Following the General Election, the government has confirmed it is “committed to
conducting a fundamental review of business rates”. It is unclear how this fits in with the
intended move towards 75% retention. Without certainty, we continue to plan for all
reforms to be introduced in 2021/22.

Based on intelligence gathering, through engagement with sector colleagues and monitoring
of technical working papers, we have modelled different scenarios of the Council’s funding
up to 2024/25 that consider alternative outcomes from both of these key variables. Broadly,
the modelling considered:

e Arevenue neutral case, that has funding being flat in cash terms over the MTFS. In this
scenario, decreases in funding that could result from a reduced quantum or FFR are
offset by increases in other funding sources and the overall outcome is cash flat over the
period.

e A more positive case, where resources increase by c1%. An increase in national
resources could result in more funding for Councils even if the outcome of FFR is not
positive because there would be more to distribute. Conversely, a positive FFR outcome
could result in increased funding, even if the national quantum stayed flat or reduced
marginally.

e Aless positive case, where resources reduce by c1%. A reduction in national resources
could result in less funding for Councils even if the outcome of FFR is positive because
there would be less to distribute. Conversely, a negative FFR outcome could result in
reduced funding, even if the national quantum stayed flat or increased marginally.

Graph 1 - Medium-Term Funding Scenarios

Funding scenarios
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In deciding which scenario to develop the Council has to consider the likelihood of changes
from both variables as well as the level of risk. Having reviewed the modelling, considered
the outcomes of past reforms and CSRs and conducted the usual horizon scanning,
intelligence gathering and sector engagement, it is felt that the less positive outcome returns
the most realistic results. The medium-term strategy has been built on this scenario.

In this scenario it is assumed that in 2021/22, when funding reforms are likely to take effect,
the overall funding within the sector will be relatively stable. However, from 2022/23
onwards, new damping arrangements built into funding reforms start to unwind and it is
assumed that the overall Local Government quantum and therefore our funding starts to
reduce. In total the impact to our funding is a reduction of c£40m (cumulative 4.5%)
between 2020/21 to 2024/25. This is shown in Table 7 below.
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Table 7 - Funding Reduction 2020/21 to 2024/25

2020/21 2021/22 2022/23 2023/24

fm

fm

fm

fm

Funding 968.4 965.3 950.2 940.6
Incremental reduction 0.30% 1.60% 1.00% 1.60%
Cumulative reduction 0.30% 1.90% 2.90% 4.50%

6.6

Over the planning horizon the Council will face pressures resulting from demand-led growth,

funding an ambitious Capital Programme and pay and contract inflation, with the latter
assumed to increase in line with Office for Budget Responsibility forecasts. The culmination
of the funding reduction and increased pressures will lead to a provisional budget gap of
c£27m in 2021/22, increasing to a cumulative gap of c£160m by 2024/25.

6.7

This cumulative gap is the equivalent of c£40m of efficiencies year-on-year. Based on the

trajectory of delivery over the last c24 months, c£20m-£25m (c50-60%) of efficiencies have
been delivered through transformation and the assumption is that this would continue. The
funding for the refreshed transformation programme has been provided for in setting the
balanced budget in 2020/21. On this basis there were would be relatively small requirement
for Directorates to deliver BAU type of specific efficiencies.

6.8

Table 8 - Directorate Budget Envelopes 2020/21 to 2024/25
2020/21 2021/22 2022/23 2023/24 2024/25

Directorate

Children, Families, Lifelong Learning & Culture
Public Health

Adult Social Care

Environment, Transport & Infrastructure
Transformation, Partnerships & Prosperity
Resources

Total Directorate Expenditure

Central Income & Expenditure

-MRP

-Net Interest

-Feasibility

-Transformation Fund

-Contingency

-Other (Redundancy, Pension, Investment Income)
Total Corporate Income & Expenditure

Total Net Expenditure

Total Funding

Funding Gap (Cumulative)

fm

244.2
30.2
372.1
168.2
19.1
66.3

16.1
7.6
5.0
7.5

20.4

11.6

fm

248.2
29.8
381.7
170.7
20.0
67.6

21.8
7.4
5.0

10.0

20.4
9.6

965.3
26.9

fm

253.0
29.9
393.7
174.7
20.5
69.8

25.8
10.0

5.0

10.0
20.4

7.3

78.5
1,020.0

950.2
69.8

Table 8 shows Directorate budget envelopes over the MTFS to 2024/25.

fm

258.4
29.9
409.1
179.8
21.0
68.2

29.7
12.3

5.0

10.0
20.4

7.4

84.7
1,051.3

940.6
110.7

fm

263.9
30.0
424.4
185.4
215
67.5

351
16.6
5.0
10.0
20.4
8.0
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SECTION 7 — CAPITAL PROGRAMME 2020/21 to 2024/25

7.1
7.2

7.3

7.4

7.5

This section of the report sets out the 2020/21-2024/25 Capital Programme.

The planning process to develop the Capital Programme has been built around
organisational priorities and is fully integrated with the revenue budget process. The officer-
led Capital Programme Panel (CPP) produced a framework for a renewed capital strategy
which focused upon a set of criteria including alignment with strategic priorities, outcomes
for residents, deliverability and value for money.

To ensure affordable, value for money capital solutions and to reduce the risk of unplanned
slippage, the governance and delegation around Capital Programme appraisal and approval
has also been updated. CPP constituted three Strategic Capital Groups based on core
expenditure budget envelopes (Property, Infrastructure and IT) as shown in the diagram
below. These Groups were tasked with developing the new Capital Programme for 2020/21
and over the medium-term based on an asset planning approach.

Capital Approval Process

Infrastructure
Group

Property Panel IT Group
Develop Asset Plans

Appraisal and
unding Assessmen

Cabinet & Council
January &
February 2020

Project & Programme
Approval

The approach has allowed the review of the existing asset base with a view to identifying the
optimal medium-term asset requirement to enable service delivery which meets the needs
of residents. Additional capital spend needed to achieve the optimal asset base has been
captured in the programme.

An ambitious Capital Programme of this nature necessarily includes projects and
programmes at various stages of development. The programme therefore comprises two
clearly defined elements:

e The capital budget which is set out for approval, representing the Council’s firm
capital spending plans over the medium-term; and

e A capital pipeline of schemes which represent the Council’s wider ambitions for
capital spend, including areas that require further development and scrutiny before
they are included in the capital budget. This pipeline will be subject to separate and
rigorous governance and approvals process, requiring full business cases as evidence
bases.
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7.6 Both elements are part of the overall capital envelope and the revenue cost of funding the
programme has been included in the MTFS. The Capital Programme is presented in Annex C
and below.

7.7 Capital Programme Overview

Graph 2 - Capital Programme 2020-2025
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7.8 The Capital Programme is presented as follows:

e Corporate Priority Schemes - £351m of new investment which focuses on the
delivery of the Council’s corporate priorities.

e Service Delivery Schemes - £111m of new investment which delivers service
priorities and supplements the existing Capital Programme.

e  Existing Capital Programme - £389m of schemes approved by Cabinet and Council in
previous years. The existing programme includes on-going highways, bridges and
infrastructure maintenance of £100m together with schools maintenance and basic
need of £114m.

e (Capital Pipeline - £596m of schemes in development which will form part of the
budget as business cases are approved.

Table 9 — Summary Capital Programme

2020/21 Total

Capital Programme £m £fm

Corporate Priority Schemes 50.9 350.5
Service Delivery Schemes 22.7 111.3
Existing Schemes 102.1 389.4
Total Capital Budget 175.7 851.2
Community Investment Fund 20.0 100.0
Other Pipeline Schemes 68.0 496.2
Total Capital Pipeline 88.0 596.2

Total Capital Programme 263.7 1,447.4
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Corporate Priority Schemes

The capital budget focuses on schemes delivering a number of the Council’s corporate
priorities including; supporting independence; tackling inequalities for vulnerable residents
and securing homes and business from the effects of climate change; whilst keeping Surrey
connected. Based on current estimates the schemes delivering these corporate priorities
total £351m (in addition to existing allocations) over the five-year MTFS and comprise;

e £237m - River Thames Flood Alleviation scheme (£135m over the MTFS with the
remainder in later years);

e £92m - Highways Maintenance;
e £71m - Schools Basic Need;

e £35m - Moving Closer to Residents and the relocation of County Hall (E9m over the
MTFS, with £26m in 2019/20);

e £33m - for a wider programme of Flood Alleviation schemes across the county
(E15m over the MTFS with the remainder in later years);

e £31m — Special Educational Need and Disability (SEND) schemes (£27m over the
MTFS with £4m in 2019/20); and

e £2m - Extra Care Housing (plus the investment of £5.5m of land on which to develop
the sites). Further proposals are in the Capital Pipeline.

These schemes represent the Council’s highest priorities for capital expenditure for the next
five years and most have already been approved by Cabinet.

Service Delivery Schemes

In addition to the corporate priorities, the programme includes a £111m portfolio of new
allocations which meet the capital requirements of services across the Council and include:

e £56m - Bridges, highways structures, highways drainage and signage maintenance;
e £31m —Schools capital maintenance;

e £6m — Investment in vehicles, equipment and other infrastructure for Surrey Fire
and Rescue Service; and

e f3m—Investment in public rights of way and improved access to the countryside.

Business cases supporting this spend, demonstrating alignment with priorities, service need
and value for money have been scrutinised by CPP and are recommended for inclusion in
the approved capital budget.

Capital Pipeline and the Community Investment Fund

The capital pipeline, representing the wider ambitions for capital investment across the
MTFS, includes £100m of funding has been set aside to establish a Community Investment
Fund. The fund will provide visible investment in the priorities of local communities,
including in town centres and on community buildings, based on the key principles of
delivering value for money and outcomes for residents.

Following the Council’s declaration of a “Climate Emergency” we are accelerating work
towards delivering on our climate change responsibilities and to create a greener future. A
number of projects are being explored which include investment to support low emission
buses and vehicles; electronic charging points, improvements to the rights of way network
and an ambitious proposal to develop a solar farm. Proposals are currently being examined
for feasibility and deliverability and are included in the capital pipeline.
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7.18

7.19

As a Council, we are committed to continue working with partners to unlock opportunities
which benefit the County as a whole. Investment in Major Transport Infrastructure remains
a priority which will support the local economy. Supported by the Highways England
Highways Infrastructure Fund (and subject to funding approval), the Council plans to invest
approximately £100m on the A320 and A22 corridors to unlock housing development for
Borough and District partners.

The pipeline also includes an indicative £40m investment on accommodation for Looked
After Children (LAC) and £23m for Pupil Reintegration Unit (PRU) investment. Developing
our internal provision in these areas will reduce the need for expensive external contracts
and better meet the needs of children in Surrey.

SECTION 8 — FINANCIAL PERFORMANCE 2019/20 — CAPITAL

8.1

8.2

8.3

At Month 8 (November 2019), the capital position forecast a full-year outturn of £122.7m
against a 2019/20 budget of £122.1m. The variance of £0.6m relates to unforeseen ground
conditions and planning delays in the Linden Farm scheme.

For Month 8, the capital budget for 2019/20 was increased by £1.8m. This was
predominantly due to additional funding for existing schemes. Epsom and Ewell Borough
Council contributed £1.1m towards the Epsom Market Place LEP scheme. Additional funding
totalling to £0.6m was also received from third parties (including parent teacher
associations) and through the Devolved Formula Grant to be spent on schools’ projects.

Resource management is key to understanding how the delivery of priorities and outcomes
in the Organisational Strategy are aligned to available resources. The expectation is that
timely reporting against the Capital Programme enables Members to prioritise decisions on
the approval of additional/flexible funds in asset plans.

SECTION 9 — TOTAL SCHOOLS BUDGET

9.1

9.2

The Council is required by law formally to approve the Total Schools Budget, which
comprises: Dedicated Schools Grant funding, post 16 grant funding and any legally relevant
Council Tax related funding. This budget is used to fund schools' delegated and devolved
expenditure and other maintained schools’ expenditure, plus expenditure on a range of
school support services specified in legislation. The Total Schools Budget excludes funding
allocated to individual academy schools.

The Total Schools Budget is a significant element of the proposed total budget for the
Children, Families, Lifelong Learning and Culture Directorate. Table 10 outlines the proposed
Total Schools Budget for 2020/21 of £505.7m, comprising:

e  £500.4m Dedicated Schools Grant (DSG); and
e  £5.3m Education and Skills Funding Agency (ESFA) sixth form grants.
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Table 10 - Analysis of Total Schools Budget for 2020/21

Schools'
Delegated and Centrally
devolved Managed
budgets Services

£m £m
DSG 2020/21
ESFA sixth form grant
Total Schools Budget

9.3 Centrally managed services include the costs of:

e  Placements for pupils with special educational needs in non-maintained special
schools and independent schools;

e  Two and three-year olds taking up the free entitlement to early education and
childcare in private nurseries;

e  Part of the cost of alternative education (including part of the cost of pupil referral
units);

e  Additional support to pupils with special educational needs; and
e Arange of other support services including school admissions.

9.4 Schools are funded through a formula based on pupil numbers and ages with weightings for
special educational needs and deprivation. Cabinet considered and agreed a detailed report
on the 2020/21 funding formula on 17 December 2019. In 2020/21 the formula implements
the Government’s Minimum Funding Guarantee at 1.84% (the maximum possible). To
ensure affordability, the formula limits the per pupil increase (via a “ceiling”). The level of
this ceiling is proposed at 5.5% per pupil, dependent on the outcome of the appeal to the
Secretary of State to transfer £3.3m of school funding to high needs and subject to
amendment by the Cabinet Member and Director of Education, Lifelong learning and Culture
when all funding data for schools is known.

9.5 Schools will also receive pupil premium funding, based on the number of:
e  Pupils on free school meals at some time in the past six years;
e Looked after children;
e  Children adopted from care;

e  Pupils from service families (or who qualified as service children within the last six
years, or in receipt of a war pension).

9.6 Schools also receive a range of other grants for example to support increases in teachers’
pay and pension costs, infant free school meals and physical education and sport in primary
schools.
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SECTION 10 - COMMUNICATION AND ENGAGEMENT

10.1  With the draft budget published for the first time in January 2020, due to the calling of a
General Election in December 2019, the window for communicating and engaging with
residents about the 2020/21 proposals was reduced.

10.2  However, during November and December 2019 the Council published a survey around how
the revenue budget is allocated amongst different services, highlighting the specific
spending allocations of the 2019 budget and asking residents which budgets they would like
to see reduced, maintained, or increased ahead of 2020/21.

10.3 534 residents responded to the survey, and the following messages came through in the
feedback:

e Survey respondents were more likely to increase spend on services that support
vulnerable residents, including Children and Adults;

e Respondents were more likely to either increase or maintain budgets for most
service areas instead of reducing them. Some commented that it felt impossible to
make trade-offs. Table 11 below defines where residents are most likely to increase,
maintain or reduce spending;

e Residents’ prioritisation of spending on services for vulnerable people supports the
results from the participatory budgeting work with residents in 2018* (see Table 11);
and

e Other suggestions for the budget included reducing our staffing costs (e.g. salaries
and pensions), better collaboration with other organisations such as co-locating
services, pooling budgets for projects with partners and encouraging greater
community participation and independence.

Table 11 — Key Messages from Residents’ Survey 2019

Top 3 areas for maintaining
current spend

Top 3 areas for reducing spend

Top 3 areas for spending
increases

Education (includes early
years and home-to-school
transport) — 54%

Highways and transport —
52%

Adult Social Care —52%

Waste management — 68%

Cultural services (includes
libraries and Surrey Arts) —
54%

Community protection
(includes Fire and Rescue
and Trading Standards) —
54%

Council support services
(includes Property,
Communications and IT —
41%

Cultural services (includes
libraries and Surrey Arts) —
18%

Environment and planning
-14%

*In September 2018, we held two workshops with over 100 residents to gain insight into where they would invest the Council’s
budget and manage difficult competing demands within constrained resources. This was supplemented by a survey on Council
spending priorities carried out in December 2018 — January 2019 with a statistically representative and targeted sample of 1,100
residents. Outcomes included residents wanting to most protect services that support vulnerable people, preferred services to
be maintained rather than cut, and found it difficult to make trade-offs when allocating investment in services. The survey of
2019 was sent to all residents of Surrey.

Page 67



104

10.5

10.6

10.7

Over the course of February 2020, the Council will continue the theme of communicating
with residents about the services delivered by SCC, drawing out specific outcomes for
residents relating to each service area. This will be done using real life case studies. These
outcomes will be set in the context for the budget allocation for each service.

The Council will also communicate the specific deliverables associated with the Capital
Programme over the 5-year MTFS period, highlighting the increased investment in the future
of the County.

The Council will produce a Council Tax leaflet to all residents, delivered through the Districts
and Boroughs’ Council Tax demands in March, and hosted online alongside the required
statutory information. There will also be a social media campaign, a dedicated “Budget
2020/21” webpage, engagement with local media and updates to residents and
stakeholders through e-newsletters including Surrey Matters. There will also be
engagement with SCC staff through internal communications channels.

We have also consulted on our draft budget proposals with partners from the business and
voluntary, community and faith sectors. Any feedback from these partners will inform the
final shape of next year’s budget, and we will continue to work with them over the coming
months, where appropriate, as we implement our efficiency and transformation plans for
2020/21.

SECTION 11 — EQUALITIES AND DIVERSITY

11.1

11.2

11.3

In approving the Budget and the Council Tax Precept, the Cabinet and Council must comply
with the Public Sector Equality Duty in section 149 of the Equality Act 2010.

A high level Equality Impact Assessment (EIA) of the revenue efficiencies proposals has been
undertaken and is set out in Annex K. In addition, full EIAs relating to specific efficiency
proposals are included which reflect their advanced stage of development and will have
notable day-to-day impacts for residents. Further EIAs will be undertaken where
appropriate before individual proposals are implemented. In considering the proposals in
this report, Cabinet Members are required to have ‘due regard' to the objectives set out in
section 149 of the Equality Act 2010, i.e. the need to eliminate discrimination, harassment,
victimisation and any other conduct that is prohibited by or under the Act; the need to
advance equality of opportunity between persons who share a relevant protected
characteristic and persons who do not share it; and the need to foster good relations
between persons who share a relevant protected characteristic and persons who do not
share it (the Public Sector Equality Duty).

The Equality Act 2010 (‘the EA’) provides that a public authority must, in the exercise of its
functions, have due regard to the need to:

e eliminate discrimination, harassment, victimisation and any other conduct that is
prohibited by or under the EA;

e advance equality of opportunity between persons who share a relevant protected
characteristic (as defined by the EA) and persons who do not share it;

o foster good relations between persons who share a relevant protected characteristic
and persons who do not share it. The protected characteristics set out in the EA are as
follows:
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o Age

o Disability

o Gender Reassignment
o Pregnancy/ maternity
o Race

o Religion or Belief

o Sex

o Sexual Orientation

o Marriage and civil partnership are also protected characteristics for the
purposes of the duty to eliminate discrimination.

11.4  Prior to making a decision as to which efficiency proposals should be agreed, Cabinet must
have due regard to the Equality Duty contained in Section 149 of the EA.

11.5 Having ‘due regard’ does not necessarily require the achievement of all the aims set out in
section 149 of the EA. Instead it requires that Cabinet understand the consequences of the
decision for those with the relevant protected characteristics and consider these alongside
other relevant factors when making the decision to pursue one course of action rather than
another, alternative, course of action that may have different consequences. The regard
which is necessary will depend upon the circumstances of the decision in question and
should be proportionate.

11.6  The public sector equality duty set out in the EA is a continuing one, and it will therefore be
necessary to monitor the effects of decisions and policies, not only during their formulation,
but also after implementation.

11.7  The three equality aims set out above must be considered as a relevant factor alongside
financial constraints and all other relevant considerations.

11.8 ElAs are carried out to identify any adverse impacts that may arise as a result of the
proposals for those with protected characteristics and to identify appropriate mitigations.
Members must read the full version of the EIAs and take their findings into consideration
when determining these proposals.
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