Surrey County Council

2022/23 Draft Budget Report and Medium-Term Financial Strategy to 2026/27

1. EXECUTIVE SUMMARY

Delivering priorities, ensuring no oneis left behind.:
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In 2018 the Council recognised thatits Medium-Term Financial Strategy was not
sustainable. Itwasfacingincreasingdemand on all of its services with the rising cost of care
packages, increasing numbers of children accessing specialist services, a highw ays network
systemthat neededinvestment and areas of inefficiency inits supportservices.

Many of those same pressure still exist, but the Council embarked on an ambitious
programme of transformation; aground up review of how those services could be d elivered
more effectivelyand efficiently. Those first stage transformation programmes have delivered
budget efficiencies of £90m annually, enabling the Council to keep Council Taxincreases
withinthe Government cap.

With the advent of Covid-19, the focus was understandably on supporting ourvulnerable
residents and working closely with the NHS to keep peoplesafe and save lives. Asa
consequence, anumber of projects had to be paused as the Council and the county responded
to the most horrific pandemicinlivingmemory. Aswe startto move forward again and our
economy reopens, itisapparentthatthere needsto be a shift of focus to reflect national
priorities, the priorities of this Council and indeed of our residents.

Agile working has now become the norm with agenuine desire to live and work more locally.
Parts of the economy will take years torecoverand there isa need to offerre-skillingand
upskillingto those whose jobs may neverreturn, aninternational movementto truly address
the climate emergency and both the threats and opportunities of deliveringagreener future
and communities that have come closertogether with areal sense of whatthey wantin their
localities toimprove the lives and livelihoods of those living there. We recognisethe absolute
importance of our connection with residents and will continue ourwork to develop amore
inclusive relationship; one wherethey feel supported, empowered, resilientand engaged.

Now, more than ever, the status quois simply not acceptable. The Government's national
agenda; to enable everyone to have equal opportunity, wherever they liveand whatever their
ambition, is reflected by the Council's guiding principle, to ensure that no one s left behind.
The Council recognisesthe same urgency to provide equal opportunity in Surrey, where we
see across this diverse county inequality; health inequalities, wealth inequality and mobility
inequality. A legacy of a county that has historically not always capitalised onits assets —its
people, its countryside, its economicopportunities orindeed its community spirit.

As we look forward to a post-Covid world we need to build on the transformative work the
Council startedin 2018 and deliverastronglocal economy, tackle health inequalities, enablea
greenerfuture and supportand encourage thrivingcommunities. This Council is determined
that noone is left behind and that our Community Vision 2030 is delivered. The purpose of the
Budgetand Medium-Term Financial Strategy is to set out how the Council will use its funding
to deliver priority objectives and core services. These priority objectives sit frontand centre in
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the budget process, guiding ourapproach to allocating resources and developinginvestment
plans.

PRIORITY OBJECTIVES

Growing Tackling health ’ Enabling a greener Em powel_rir}g a
asustainable inequality 8 ‘ future communltles&
Drive work across the ‘ Build on behaviour Reinvigorate our

economy so system to reduce changes and lessons relationship with &
everyone can benefit widening health learnt during lockdown J residents, empowering
Support people and businesses across inequalities,increasing our focus on to further progress .hUl‘ communities to
Surrey to grow during the economic addressing mental health and work to tackle o tackle local issues and support one
recovery and re-prioritise infrastructure accelerating health and social environmental challenges, improve air another, while making it easier for
plans to adapt to the changing needs and care integration to reduce demand quality and focus on green energy to everyone to play an active role in
demands of residents at a time of financial 55 services while improving health make sure we achieve our net zero the decisions that will shape Surrey’s
challenges. outcomes for residents targets future

1.7 The Council’sambitiontoimprove the lives of residents, ensuring that no oneis left behind, is
setout insection 2 and reflected throughout this budget report, particularlyinthe far-
reaching £1.9bn Capital Programme which illustrates our plans forinvestmentin Surrey over
the nextfive years. Keyareasinclude:

e f465m investmentincreatingagreenerfuture —to tackle climate change, protect
residents and businesses from flooding and promote carbon reduction;

e f126m to provide accommodation with care and support, promotingindependence in
AdultSocial Care;

e £120m to develop provision forchildren with special educational needs and disabilities;

e £100m investmentinYourFundSurrey, to enable communitiesin Surrey torealise their
own aspirations forinvestment; and

e Furtherallocationsforschool building, road and travel improvements and improved
access to key Council services.

1.8 The ‘TwinTrack’ approach, setout insection 3, will enablethe Council to continue to directits
resourcestoward achievingits ambition and priorities. Amongst other priority areas, the
revenue budgetincludes £40m of annual spend on mental health, £32m of whichisfunded
directly by the Council with afurther £8m of contributions from partners, across Adult Social
Care, PublicHealth and Childrens Services. The Council recognises this as a key area of focus,
particularly giventhe unprecedented impact of the Covid-19 pandemicon mental health and
emotional wellbeing.

Developing the Draft Budget and Medium-Term Financial Strategy:

1.9 The 2022/23 Draft Budget Reportand Medium-Term Financial Strategy to 2026/27 updates on
the progressto deliverabalanced budget for 2022/23 and to outline ambitious, sustainable
and resilient medium-term financial plans.

1.10 Asinpreviousyears, the production of the 2022/23 budget has been developed through an
integrated approach across Strategy, Transformation and Finance, based around Core
Planning Assumptions which set out likely changestothe environmentin which we deliver our
services. Theintegrated approach ensuresthatrevenue budgets, capitalinvestmentand
transformation plans are aligned with each Directorate’s service plans and the Corporate
Priorities of the organisation. Ensuringthat each aspect of planningfor2022/23 and the
medium-term are completely aligned provides a stable foundation for delivering services to
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Surrey residents in the face of challenges presented in the wake of the Covid-19 pandemicand
wider pressures.

The financial outlook:

111

1.12

1.13

1.14

Continuingatrend setoverseveral previous financial years, Local Government funding
remains highly uncertain, with anumber of factors likely to resultin significant changesto our
funding position overthe medium-term. These factorsare set outin section 5 of thisreport.
The provisional Local Government Finance Settlementis expected to be released in mid-
December, with afinal settlementinJanuary 2022. Until thisis available, significant
uncertainty on funding remains. Government spendingto combat Covid-19and mitigate its
impact on business andindividuals hasled torecord levels of publicsector borrowing and a
damaging effect onthe economy; this will influence the level of funding available for Local
Authorities.

The overall outlook for 2022/23 is one of significant challenge, with budget envelopes
remainingrelatively staticin the face of substantial increases in the cost of maintaining
currentservice provision. Despiteasmall increase in projected funding, there remain
challengesin managing growth in demand (particularlyin Adult Social Care and Children’s
Services), inflationary pressures and the ongoingimpact of Covid-19within those envelopes.

Good progress has been made overthe last few months however, at present, there remains a
provisional gap for 2022/23 of £19.5m, driven by the need to maintain the delivery of priority
services and meet the costs of the capital investment. The gap will require furtheractionsto
close. The Governmentannouncedinthe recentSpendingReview that Councils couldlevyin
2022/23 an AdultSocial Care Precept of 1% in additionto a 1.99% Core Council Tax increase.
Thereisalso the option forthe Council to use some or all of the balance of the 2.5% Adult
Social Care Preceptfrom last financial year but the extentto which thisis necessary will
dependonthe allocation of funding fromthe Local Government Finance Settlementin
December, and confirmation of District and Borough Council Tax BasesinJanuary.

The gap over 2022/23 and the following fouryearsis expected to continue grow. Tacklingthis
gap will require afundamentally differentapproach, and work has already begun on the
budgetfor2023/24 and beyond. The Council hasadopted a ‘Twin Track’ approach with Track
1 focussing on the 2022/23 budget whilst Track 2 simultaneously begins to address the
medium-term outlook, with cross-Directorate transformation opportunities that focus on
delivering priority objectives within constrained funding.

Engagementand next steps:

1.15

1.16

Through September and October, we carried out research with residents to understand their
priorities for how the Council should spendits money. We carried outan online and telephone
survey with 1,087 residents who were statistically representative of Surrey’s population aged
16 and over. These were complemented with onlineworkshops with 73 residents to gatherin-
depth opinion ontopics, such as how the Council should spend its money and make
efficiencies to balance the budget.

Residents indicated that they were willing to acceptincreasesin Council Tax and the Adult
Social Care Preceptif it was for the purpose of protecting services that work with some of the
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mostvulnerable peoplein Surrey. The engagement demonstrated that resident priorities align
with those of the Council, with top priorities forresidents including Social Care for people of
all ages, Waste services and Fire and Rescue. There was also support for more investmentin
preventativeservices and for placing those residents most atrisk of beingleft behind in Surrey
at the heart of decision-making. Residents wanted a more active role in what happensintheir
localities.

1.17 We have also engaged closely with Members, staff and partners to shape this Draft Budget
and planto continue engagement untilearly into the new year.

1.18 Betweennow and February 2022 whenthe budgetisapproved by full Council, officers and
Cabinet Members will work closely together to close the current budget gap; challenge and
refine assumptions and finalise the development of the Capital Programme.

1.19 Thekeyelementsof thisreportinclude:
e The StrategicFramework;
e An update onour Transformation plans and the ‘Twin Track’ approach;
e Directorate Service Strategies aligned to both of the above;
e The Financial Strategy for2022/23;
e The five-year Capital Programme, setting out the Council’s ambitious planstoinvestin
Surrey’sinfrastructure, economy and create agreenerfuture
e 2021/22 Financial Performance —revenue and capital;
e The Medium-Termfinancial outlook to 2026/27;
e QOurapproachto engagement;and
e Nextsteps.

2. Strategic Framework: An outstanding Council, ensuring that no one is left behind

2.1 Ourguidingprinciple asan organisationisto ensure that no one is left behind, and this should
run through everything that we do and the decisions that we take. Noone leftbehindisalso
at the core of the Community Vision for Surrey in 2030, which was developed with residents,
communities and partners, and sets out our aspirations for peopleand placesin the county by
2030.

2.2 Itisourresponsibility asa Council tosupport residents and improve the lives of those in need.
Our core servicesaimto support people to live independently and wellin their communities,
ensure children and families reach their full potential, protect Surrey’s residents and
businesses, and take care of Surrey’s environment and highways. To be a truly outstanding
Council and have a meaningful impact onthe lives of all residents, we also play abroaderrole
inensuring Surrey responds tothe big challenges and opportunities facing the county.

2.3 We focusour activitiesand resources on a set of strategicpriorities. Achieving these strategic
priorities requires delivery of good quality and sustainable core services as the foundational
building blocks. Progress towards delivering our priorities through our wider activity will also
beginto positively affect the lives of those residents who are mostin need, helpingtoreduce
demand for many of our core services.
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2.4

2.5

2.6

2.7

2.8

In 2020, the Council agreed anew Organisation Strategy (2021-26), setting out four priority
objectives. These reflect where we think we can have the greatestimpact onimproving
outcomes forpeople livingand workingin the county, and we are focused on delivering
againstthese priorities overthe medium-term. Our core services are the building blocks for
these objectives. By collaborativelyworking across the Council, and with other partners, in
delivering these objectives the lives of Surrey residents are improved, demand on servicesis
reduced and better outcomes and opportunities for Surrey residents are achieved.

Growing a sustainable economy so everyone can benefit —Support people and
businesses across Surrey to grow duringthe economicrecovery and re-prioritise
infrastructure plans to adaptto the changing needs and demands of residents

Tackling healthinequality — Drive work across the systemto reduce widening health
inequalities, increasing our focus on addressing mental health and accelerating
health and social care integration to reduce demand on services whileimproving
health outcomes forresidents

Enabling a greenerfuture — Build on behaviourchanges andlessonslearntduring
lockdown to further progress work to tackle environmental challenges, improve air
guality and focus on green energy to make sure we achieve our net zero targets

Empowering communities — Reinvigorate our relationship with residents, empowering
communities totackle local issues and support one another, while makingit easier
for everyone to playanactive role in decisions that will shape Surrey’s future.

Continuingtodrive the transformation of our organisation andits culture is key to enabling
delivery againstthe four priority objectives. Our Transformation Programme enables usto
improve services and manage demand, making the Council more effectiveand efficient. In
short, it helps us deliver better outcomesforresidents forless money. Ourareas of focus for
transformation include drivingimprovements in customer experience, organisational culture,
and use of digital and data. Recognising our commitmentto no one left behind, we are also
delivering aradical agendaforEquality, Diversity, and Inclusion to enable the Council to
become more diverse andinclusive, bringing strength through difference.

We cannotstand still. The relationship between delivering our core services and our
Transformation Programme is key and represents a continuous cycle of change and
improvement with eachinformingthe other.

On 29 June 2021, Cabinetreaffirmed its commitmentto the Vision 2030 and Organisation
Strategy and setout a high-leveldelivery programme for the medium term. This will enable
the Council to support residents and communities to thrive in the coming months and years as
Surrey, and the country as a whole, emerge fromthe Covid-19 pandemicand we adjust tothe
effectsithas had on our communities, localities and economy.

Cabinetrecognises the significant financial challenge that the organisation continues toface
and the needto continue todrive improvementin the way we operate as an organisation.
Cabinetalsoreiterated the need to build on ourrelationship with residents, and to more
effectively deliver core servicesin orderto achieve our strategicpriorities forthe county. To
do this, we are developing a programme that lays the groundwork for our next phase of
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transformation, which will require even greater cross-organisational working, become more
outcomes-focused, enhance our collaboration with local partners, take a place-based
approach to working with residents, and design services around preventative models.

3. Transformation and the ‘Twin Track’ approach

Transformation

3.1

3.2

3.3

The progress the Council has made inrecentyears has been underpinned by an ambitious and
effectiveapproach to transformation. Since itsinception in 2018/19 the Transformation
Programme hasimproved vital services forresidents, introduced innovative ne w service
models, built capacity and competency, and made asignificant contribution to stabilisingthe
Council’sfinances. Thisincludes the achievement of c.£90m of ongoingtransformation-related
efficiencies by the end of 2021/22 and containing costsin the region of £30m in areas of
growing demand, thereby ensuring we can operate within available resources and protect
investmentsinkey services.

Any large scale and dynamicchange programme must continue to flex and adaptifit isto
meet strategicobjectivesinan ever-changing environment. We thereforereview and refresh
the Transformation Programme annually, ensuring we continueto build onand improve
outcomes forour residents.

Linked to our commitment that no-oneis left behind, there are a range of continuing
transformation programmes that are specifically focused on improvements within our
Children’sand Adults’Services. Theseare already leading to better outcomesforchildren and
young people, residents and service users. These programmes are complex and take time to
deliverwith many spanning multipleyears, and therefore itisimperative that we continue to
drive delivery of these programmes through to completion as key priorities forthe Council.
We are committed to deliveringlongterm, sustainableimprovements.

Future Transformation Strategy and ‘Twin Track’ approach: Background

3.4

3.5

3.6

A number of existing transformation programmes will continue in 2022/23 to deliverthe
outcomes andrealise the benefits identified. In addition, newprogrammes will be initiated
and further detail willbe included in the final budget.

From 2023/24 onwards transformation will starttolook and feel very different asit will be
driven by the opportunitiesidentified and developed as part of the ‘Twin Track’ approach.

Our ‘Twin Track’ approach (Fig. 1 below) refers to the planningand delivery of two budget-
setting processes atthe same time - preparing the budgetfor2022/23 (Track 1) whilst
simultaneously developing anew approach to 2023/24 onwards (Track 2). This approach helps
us plan overall outcomes, ratherthan individualbudget envelopes year-by-year, and ensures
that we stay prepared and equipped to meet future challenges. The approach will help keep
the Council on a stable financial footing overthe medium-term. The ‘Twin Track’ approach
will also help us transition to the next phase of ourtransformation programme, ensuring
we’reinthe best possible position to deliver our ambition of better outcomes for residents.
Opportunities are being developed with arange of stakeholders including staff, Members,
partners and residents.

Page 56



3.7

3.8

3.9

3.10

3.11

Budget setting

governance 2022/23
arly

mplementation

Track 1 pressures
and efficiencies
developed

Full implementation

Track 1

3 :rraCk 2 hvpﬂﬂ_\eses,f Sep/Oct - Strategic Busine.ss Cases,. Ongoing testir.lg,
=f ideas generation and Intentions Defined Prototyping, testing development design &
E prioritisation and learning early implementation Fullimplementation

Wider Member engagement Budget setting
and socialisation governance 2023/24

The programme proposes to bring togethera wide range of transformation opportunities that
alignto the Council’s strategic priorities to drive improvements and efficiencies across our
organisation.

Figure 1: ‘Twin Track’ approach

These opportunities have been developed by identifyingand understanding service areas with
the greatest demand, costand potential for transformation across the Council, with the
ambition forthemto collectively help close the medium-term budget gap.

To stand the best chance of closing the gap and ensuringthat constrained fundingis targeted
most effectively at our priorities, fundamental changes to our budget setting and delivery
approach are required. This means accelerating cross-organisational working over delivering
efficienciesin silos, focusing on outcomes and collaboration. Working in this way maximises
our chances of closingthe budget gap, ensuring the Council continues to be a financially
resilientand more efficient organisation that works effectively with partners to achieve better
outcomes forresidents and maximumvaluefor money.

Working towards better outcomes and financial resiliencealso means we need to continue to
transform how we operate as an organisation, to enhance our relationship with residents and
embed thisinto our ways of working. Across the organisation, we need to be focused on early
intervention and prevention, strengths-based practice, building capacity and resilience, and
empoweringresidents todo more forthemselves. This alsoincludes considering how we
make the most of Surrey’s assets, take a commissioning and procurement approach that
strengthens oureconomy and embed a business-as-usual approach of cross-organisational
and partnership thinking to both service design and delivery.

Some of the areas that we will be progressing underTrack 2 are setout below. A number of
early activities have beenidentified and work is ongoing to develop robust business cases. The
budgetassumesthat at least £5m of opportunities from Track 2 will be achieved in 2022/23.
Plansto deliver Track 2 opportunities in 2022/23 will be developed with Directorates and with
Memberengagement. Further details willbe provided inthe final Budget Reportand Medium-
Term Financial Strategy to CabinetinJanuary.
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Surrey to be a uniquely special place where everyone has a great
start to life, people live healthy and fulfilling lives, are enabled to
achieve their full potential and contribute to their community, and

no one is left behind

Growing a sustainable economy Tackling health inequalities

* Growing a sustainable green * Delivering at the front line (CSC)
economy

* Enabling independence
* Preparing for Adulthood
* High Needs Transformation

* Maximising our assets
* Financial management and planning

» Becoming more commercial * Integrating health and social

Empowering Communities care pathways
* Reducing health inequalities

* Delivering at Place

* Empowering Communities Enabling a greener future
* Supporting older adults - Sustainable waste management
* Supporting people with their * Net0 by 2030

mental health -

Transforming our highways

Transform the Council

Maximising Innovative integration Agile, place Maximising

back office of Commissioning and informed Capital
functioning Procurement organisation door investments
Organisational Design I Stronger partnership working

Figure 2: Track 2 areas of focus

3.12 Our strategy putsresident experience, outcomesand communities at the centre of service
design, delivery and transformation. To achieve this, greater collaboration across Council
directorates and with residents, partners and business will be essentialto achieve our

priorities. With this mindset, the programme willlead to greaterinnovation and challenge
existing ways of delivering services and budget setting.

What does ‘Twin Track’ mean for residents, communities and businesses?

3.13 Akeydriverforthe Councilisto deliverasustainable future for residents and deliveragainst
the Vision 2030 in the most efficientand sustainable way (fig. 3below). Developing our
approach to the medium-term now provides the time and space todesignand develop an
organisation that hasthe financial resilience to ensure that residents who most need us
benefitfrom services that best meetthose needs. Asalarge, diverse county, aone -size-fits-all
model does not meet the needs of ourlocal people. ‘Twin Track’ will supportand enhance
community-based delivery and working, where local people have access to support,

information and servicesthey need atthe righttime and in the right way, and benefitfrom
more community-led action and participation.
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3.14

3.15

We want Surrey to be a uniquely special place where everyone has a great start to life, people live

healthy and fulfilling lives, are enabled to achieve their full potential and contribute to their community,

and no one is left behind.

Children and young people are safe and feel safe and
confident.
Everyone benefits from education, skills and employment
opportunities that help them succeed in life.
Everyone lives healthy, active and fulfilling lives, and
makes good choices about their wellbeing.
Everyone gets the health and social care support and
information they need at the right time and place
Communities are welcoming and supportive, especially of
those most in need, and people feel able to contribute to
community life.

People

Council, partners, citizens and businesses working
together to design and deliver services at a
community level.

Figure 3: Delivering the Community Vision 2030

* Residents live in clean, safe and green communities,
where people and organisations embrace their
environmental responsibilities
Journeys across the county are easier, more predictable
and safer
Everyone has a place they can call home, with appropriate
housing for all
Businesses in Surrey thrive
Well connected communities, with effective
infrastructure, that grow sustainably

Supporting local business grow and provide
sustainable benefits to the communities that they
serve.

Working more closely withinlocalities and developing agreater understanding of local need

will enable effective and efficient use of resources to support residents and communities to

thrive and realise the best possible outcomes.

As well asimproving access and delivery of universal servicesin Surrey, ‘Twin Track’ will

support our mostvulnerable residents to access services they need within theirlocal
communities. Thiswill be achieved by investingin arange of appropriate provision focused on
improving outcomes such asincreasing the range of Extra Care Housing, SEND provision and

supported living within the county.

3.16 Our residents’ experiences are shaped by the relationships they have with the Council and
partners. We will accelerate ourwork to create a more inclusive relationship with citizens; one
where they feel supported, empowered, resilient and engaged. By working with residents so
they can take more responsibility for themselves where possible and appropriate, we can
provide amore seamless and efficient experience, focussing our resources on residents who
need ourservices most.

3.17 We wantour county's economy to be strong, and to contribute to a sustainable, greener
future forSurrey. Success will mean more jobsin Surrey across a range of sectors, enabling
greateropportunitiesforSurrey’s residents from all backgrounds and skill sets. Working
closely with andinvestinginlocal businesses and key growth sectors, ‘“Twin Track’ will drive
inward investment fromthe Council into local businesses and providers at a faster pace -
buying more in Surrey, for Surrey.

3.18 By workingwith partnersto putin place effectivegreeninfrastructure to connect
communities and enable safe, easy and predictable travel, and work with residents to play
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theirpart inrespondingto the climate emergency, ‘Twin Track’ maintains Surrey’s
commitment to sustain ourlocal climate and work towards net zero carbon.

Nextsteps

3.19

3.20

3.21

To progress ‘Twin Track” and build on existing momentum, we need to continue the work to
mature our culture, behaviours and ways of working with partners, residents and business es.

The final Medium-Term Financial Strategy will be presented to Cabinetin January and Full
Councilin February. In parallel, a series of business cases outliningidentified ‘Twin Track’
transformation opportunities aligned to the corporate priorities will be developed overthe
coming months. We commenced the process for Track 2 early to give us the opportunity to
identify, test, reiterate, plan and implementideas with sufficient time. These will define the
ambitions of the opportunities and set out key financial and non-financial benefits, setting out
more detail on how we planto close the budget gap and improve outcomes for residents.

We will continue to engage with residents, businesses and partners toinform our Medium-
Term Financial Strategy and delivery of better outcomes for our communities.

| 4. SERVICE STRATEGIES

| ADULT SOCIAL CARE

Context

4.1

4.2

4.3

4.4

AdultSocial Care’s (ASC) 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”.

ASCprovides advice and information, assessment, care and support services for people aged
18+ with Physical and Sensory Disabilities, Learning Disabilities and Autism, Mental Health
needs andforfrail Older People. ASCoperatesinachallenging environment with reductions
in Government funding; an ageing population and growing numbers of young people moving
intoadulthood who need services; anincreasingly fragile care market; and radical changesin
national policy. Covid-19 hasadded anotherlevel of complexity, with ASC playinga crucial
rolein SCC'sresponse to save lives, protect the National Health Service (NHS), ensure our
residents are protected wherever possibleand continue to deliver essential services.

ASC’s 2022-27 MTFS seeksto build onand further progress the ambitious transformation
programme that the service embarked uponin 2018. Atits heartistheimplementationofa
‘strength-based’ framework that focuses on people’s strengths as expertsin theirown lives
and recognises theirstrengths to help them stay connected to theircommunity and
independent. This has already enabled SCCto manage demand for ASCmore efficiently and
effectively and make a substantial contribution towards putting SCCin a more financially
sustainable position.

Priorto the pandemic, through the early implementation of its transformation programme
and a close focus on budgetary control, ASC was successful in mitigating service pressures and
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4.5

4.6

delivering efficiencies to the extent that total net expenditureonly grew by £3.1m (0.8%)
between 2017/18 —2019/20. This was £48.9m less than the provisional (but unaffordable)
budgetfor2019/20 proposedinthe 2018-21 MTFS.

The pandemichas had profoundimpacts on society and the economy, and as part of this
there have beensignificant financial impacts on SCC’s ASCservice. During2020/21 the
number of people funded by ASC, particularly Older People, sadly reduced due to Covid-19
reachinga low pointin September2020. However, atthe same time the cost of care has
substantially increased due toincreased acuity of care needs and the impact of the Discharge
to Assess (D2A) system introduced nationally at the start of the pandemicin March 2020.
Average costs of care have increased across all client groups, with the largest rise of almost
13% inthe average cost of supportingan Older Person compared to the pre-pandemic
position. These increasesin cost mean thatalthough the total number of pe ople supportedby
ASC currently remains lowerthan the pre-pandemic position, total expenditure on care
packagesisover 7% higher. Withthe numberof people seeking support continuingtogrowin
the recovery period, there isincreasing pressureon ASC’s care package budget.

The integration of NHS and Social Care services continues to be amajor priority forthe
service. The strategicobjectiveistocreate a service response where users or patients
“cannot see the join” between us. Thisyearwe have of course focussed on ourresponse to
Covid and working togetherto ensure peopleare discharged from hospital, with care package
costs charge to a national NHS hospital discharge fund an initial time-limited period post
discharge. As part of thisfocus on hospital discharge and our broaderjointworkingacross the
county, we have worked very closely togetherto offer supportto social care providers as they
respondedto challenges through the year. We have also created a number of jointly funded
poststo create an integrated approach to strategiccommissioning, focussing initially on
Learning Disabilities and Autism, Mental Health services and support for carers. Thereisa
similarinitiativein Children’s services where most of these services are now jointly
commissioned. Anotherkey area of focus Continuing Healthcare Services, whereSCCis
managing an integrate service reducing the number of disputes and delivering more timely
assessments. Continuingto effectively progress health and social care integration to jointly
deliverservices atbestvalueisakeyenablertothe delivery of ASC's MTFS and also of course
the broaderfinancial sustainability of Surrey’s health & social care system.

Current 2021/22 budget position

4.7

ASC’s original budgetfor2021/22 was £377.2m. This has beentemporarilyincreased to
£380.2m due to the allocation of £3m of Contain Outbreak Management Fund Covid-19grant
fundingto mitigate some of the additional care package pressures caused by the pandemic
and another £0.5m temporary budgetvirement. The impacts of the pandemicset outabove
combined with otherservice pressures mean thatat month 6 an overspend of £3.7mwas
forecastfor ASC’s 2021/22 budget. The scale of the pressure is substantially understated in
2021/22 due to a combination of temporary Covid-19grant funding, some one-off
underspends and other benefits thisyearand the fact that there isonly a part yearimpact of
the increase in care package commitmentsshowingin 2021/22. When draft budget papers
were prepared full year care package commitments were £18.1m higherthan 2021/22 and
this pressureisincluded and needsto be addressed inthe 2022/23 budget. Most of this
pressure relates tofactors caused by the pandemic, including an estimated pressure of
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between £7-10m directly related to the impact of Discharge to Assess system introduced
duringthe pandemic.

Financial pressures

4.8

4.9

4.10

Based on SCC’s current expected funding, ASC, like most services, has been asked to develop a
financial strategy that mitigates all of its own pressures whilealso reducing overall spending to
contribute towards managing SCC's expected medium-term reductionin funding and
increased capital financing requirement. The currentbudget envelopessetfor ASCwould
representareductionin SCC’s allocated budgeted resources for ASC of £40m (11%) by
2026/27. Inthe contextofthe verysignificant pressures ASCfaces, the service does not
consideritfeasibletomeetthisask unlessthereisasubstantial increase in specificASC
funding.

Total pressures are budgeted at £38m in 2022/23, £122.4m for the whole 2022-27 MTFS
period. Most of the pressures relate to care package expenditure, which is not surprising
given thatalmost90% of ASC’s gross expenditure relates to supporting people and their
carers. Aside fromthe £18.1m care package carry forward pressure set out above, the biggest
pressures are care package price inflation (budgeted at £11.5m in 2022/23, £62.3m for 2022-
27), and care package demand (budgeted at £5.7m in 2022/23, £29.6m for 2022-27).

Notwithstanding the serious financial risks that the new ASCreforms recently announced by
Government pose and are commented on below, there are some material risks associated
with the currentbudget assumptions. Budgeting foraservice ascomplex as ASCisnot an
exactscience and there will always be arisk that demand or price assumptions could be
understated. Thisriskis higherinthe pandemicrecovery period whenthere could be more
latentdemand for care services. A pressure of £3.5m has currently beenincludedinthe MTFS
for Liberty Protection Safeguards but depending onif and how the new proposed legislationis
implemented, itis thought maximum pressures could exceed £13m peryear in the worst-case
scenario. Arelatively smallpressureof £1m is budgetedin 2022/23 relatingto Discharge to
Assess. Thisassumesasustainable approachisimplemented whenthe nationalfunding for
D2A comesto an endin March 2022, which will be challengingto achieve. Otherrisks include
the fact that a £2.4m increase in Better Care Fund income for ASC in 2022/23 has been
assumed based on prioryear trends, but this has notyetbeen confirmed by Government.

Financial efficiencies

4.11

ASCplansto continue to deliveran ambitious programme of efficiencies to as far as possible
mitigate these pressures. The implementation of transformation plans has been delayed
because of the pandemic, but thereisa renewed focus now to picking up the pace of delivery.
These efficiencies are setin the context that despite successfully controlling expenditure in
recentyears (notingthatSurreyis set to have by far the lowest growthin total ASC net
expenditure across the period 2017/18 to 2021/22 out of all countiesinthe South East),
Surrey remains a high spenderon ASC per head of population comparedto its nearest
neighbour authorities. £19.4m of efficiencies are currently budgetedin 2022/23 and £47.2m
overthe whole 2022-27 MTFS period, although ASC continuesto consider how the scale of
efficiencies could be increased.
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4.12 The majority of ASC’s efficiencies (£19.4min 2022/23 and £48.5m over the whole 2022-27
MTFS period) are expected to be achieved through delivery of ASC’s transformation
programmes. These programmes focus on:

e Improving care pathways, including afocus on ASC’s digital front door, reablement
service and community and prevention strategy. Thisisanenablertodelivery of
efficiencies;

e Developing new care settingsinthe community to enableashiftaway fromresidential
care through the Accommodation with Care and Support programme;

e Astrategicshiftin models of care to focus on promotingindependence through the
Learning Disabilities and Autism programme;

e Improving market management, including embedding a central brokerage functionand
commissioning new frameworks for key market sectors;

e Comprehensivelyreviewingall care services delivered in-house by ASCto determine the
best way of delivering theseservicesin the future;

e Re-shapingservice delivery and reviewing organisational structures through the Mental
Health programme;and

e Implementingacomprehensive new Technology Enabled Care services offer, which will
be an essential enablertothe delivery of all the above programmes and their efficiencies,
as well as reducing the cost of support for new clients.

4.13  SCC'shealth & social care integration transformation programme which is cross-cutting across
ASC, Children, Families & Learningand PublicHealth services, will also be akey enablertothe
delivery of many of ASC’s planned efficiencies in the 2022-27 MTFS.

4.14  There are £5.6m of further efficiencies proposed in 2022/23 and £6.7m across the whole
2022-27 MTFS period for Older People and Physical and Sensory Disability strength-based
reviews, resolution of Continuing Health Care disputes and agreeing anew Continuing Health
Care jointfunding policy framework that are not directly related to ASC’s transformation
programmes.

Capital programme

4.15  Successful delivery of ASC’s transformation programmes, particularly the Accommodation
with Care and Support programme, is likely to involve SCC committing significant capital
resources, bothinterms of use of SCC owned land, that could potentially otherwise be sold or
used for alternative purposes, and direct capital expenditure.

416  Feasibility monies of £1.8m for Extra Care Housing have already been approved by Cabinet
and pipeline capital expenditure of £80m for developing new affordable Extra Care provision
for Older Peopleand £40m for developing new Independent Living provision for people with
Learning Disabilities or Autism has been included in the draft MTFS proposals. Thisrepresents
the initial estimated capital investment that SCC may be required to contribute towards the
development of 725 new affordable units of Extra Care and 500 units of independentliving
(notingthat SCC will notlead on the funding and development of all these units). The pipeline
fundingwill be drawn upon as required based on decisions made by Cabinetabout proposed
schemesondifferentsites. Proposalsforthe development of new Mental Health
accommodation services are also being developed and are likely to have a capital
requirement. Consideration of the long-term future of the care homes operatedin-house by
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4.17

ASCsites and currently subjectto publicconsultation could also have significant capital
implications.

Capital investmentin ASCservicesis always based on a thorough analysis of the business case
for a proposal toensure proposalsrepresentvalue for money forresidents. Thisincludesan
assessmentof the return oninvestment that the financial benefits of developing new
accommodationis expected to generate, particularly in terms of care package savings.

Horizon scanning

4.18

4.19

4.20

4.21

It isrecognisedthat changes will not necessarily be welcomed, initially atleast, by all. Some of
ASC’simportant stakeholdersincluding people who use services and carers, 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 tothemin a considered
manner. There isno questionthough thatsignificant change does need to take place if
spendingon ASCisto be kept within what SCC can afford.

ASC’s current calculated budget requirementis £26.2m higherthanthe indicative budget
envelopeoriginally setfor ASCin 2022/23 based on SCC’s expected funding atthe time. The
gap fromthe original budget envelopes grows to £113.6m by 2026/27. ASCwill continue to
prioritise implementation of its transformation programmes and the other actions necessary
to reduce care package commitmentsinthe remainder of the yearand mitigate pressures
nextyearand beyond.

These draft 2022-27 MTFS proposals for ASC come against the backdrop of the Government’s
recently announced reforms for health and social care set out inits Building Back Better
publication. SCCwelcomes ASCsystem reform butis concerned at the apparentlack of any
additional funding to meet existing ASC pressures, and that the cost of the proposed reforms
may exceed the funding allocated to local authorities. Thisisa particularrisk forareas like
Surrey where large number of people currently fund theirown care, meaning there willbe a
greatershifttolocal authority funding of care if the new proposed cap on care costsis
introduced. There is currently insufficient detail for SCC to make a sound judgement of the
cost of the proposals, but the reforms will have farreachingimpacts on residents, the social
care workforce, the care provider market and local authority resource requirements. SCC
urges Governmenttoensure:
e additional fundingforexisting social care pressures, along with up frontfundingto plan
for implementation of the reforms, is provided in 2022/23;
e thereiscomprehensive and effective consultation with local authorities so that the
burdens of the reforms can be properly understood and fully costed ; and
e afairandtransparentmethodologyisdevelopedforallocatingfunding forthe new
reforms, noting that the basis for allocating funding willneed to differ significantly from
how ASC fundingis normally allocated between authorities.

If this does nothappen, then the reforms will simply place additional financial burdens on SCC,

and Local Government more broadly, further destabilisingthe ASCsector ratherthan enabling
a sustainable future.
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PUBLIC SERVICE REFORM AND PUBLICHEALTH

Context

4.22

4.23

4.24

4.25

4.26

4.27

SCC’s PublicHealth (PH) service improves and protects the health and wellbeing of people
livingand workingin Surrey. Itachievesthisby:

e Providing publichealthintelligence and evidence to enable decisions based on people’s
needand what is effective;

e Providingspecialist publichealth expertise and advice to NHS commissioners to support
theminimprovingthe health of their population through prevention and through
effective commissioning;

e Improvinghealththrough partnership working, policy development, behaviour change
and the commissioning of healthimprovement services for all ages which are targeted to
those at risk of healthinequalities;

e Working with partnersto protectSurrey residents from communicablediseases and
environmental hazards; and

e Providingoversightand supportinthe review, developmentand delivery of the Surrey
Health and Wellbeing (HWB) Strategy.

The PH service commissions a range of services centred on key PH prioritiesincluding:
e Healthy lifestyleservicesincluding stop smoking, weight management and mental health;
e 0-19 servicesincluding health visitors and school nurses;
e Substance misuse servicesrelatingto drugs and alcohol;
e Sexual health servicesincluding contraception and genitourinary medicine (GUM); and
e NHS health checks.

The services commissioned by PHare all preventativein approach and targeted at reducing
healthinequalities. Thisis one of SCC’s key strategicaims and an overall ambition of Surrey’s
Health and Wellbeing strategy.

PH’s priority focus since March 2020 has of course been on supporting the containmentand
management of the Covid-19 pandemic. The PHservice has mobilised its resources and
expertiseto ensure that accurate and up-to-date information aboutinfection rates across the
county alongwith intelligence on the widerimpact of the pandemicis provided for decision
makers. It has worked closely with SCC’s Corporate Leadership Team (CLT) and SCC’s key
partners to advise on how the virus can be most effectivelymanaged for staff, residents and
the delivery of essential services whilst also enabling the establishment of both local testing
and contact tracing capacity.

At the same time, the PH service continues to respond seven-days-a-week to local health
protection queries and notifications of outbreaks from across the system whilstalso ensuring
the delivery of the majority of its core functions and commissioned services that are an
integral part of the delivery of the local health and wellbeing strategy. These, itcould be
argued, are more importantthan ever, to maintain and improve people’s health and wellbeing
and focus on the need toreduce healthinequalities during these very challenging times.

The wider PublicService Reform Directorate is jointly funded, accountable to both Surrey
County Council and Surrey Heartlands Integrated Care System fordriving the continuous
improvement of apublicservice model that supports the delivery of ourintegrated health and
social care strategies. Workingacross Surrey, the PSRteams will aimto:
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e Ensurethatlocal health and care partners make best use of data to inform the design of
new models of proactive care and make best use of our collective resources to deliver
improvementsin health and wellbeing;

e Galvanise peoplearound ashared ambition to address the wider determinants of health
(social, economicand environmental)to address health inequalities across Surrey’s
population, focussing on the improvement of both physical and mental outcomes;

e Work with the Surrey Office of Data Analytics (SODA) and a wide range of stakeholders to
support publicsectortransformation through dataand technology, using design-led
approaches and encouragingsocial innovation;

e Developnew modelsforresearch andintelligence which provide an opportunity to
improve outcomesforresidents and increase engagement with them, takinga
systemwide overview to understand local issues and ensuring research is reliable and
robust by developing common principles, standards, methodologies and training; and

e Ensurethat the Surrey Heartlands system maintainsthe leadingedge by underpinningits
work withinnovation, research and commercial development.

Current 2021/22 budget position

4.28 The current Directorate budgetis £34.2m, £33.4m of which relatesto PublicHealthand the

remaining £0.8m to PublicService Reform functions. Abalanced budgetoutturnisexpected
for 2021/22.

4.29 Inadditiontoitscore budget,the PHserviceisleading onthe deployment of four Covid-19
grants:

e Testand Trace to pay for the costs of the county’s contact tracing team and Covid-19
related communications to residents, business, schools and other organisations;

e Contain Outbreak Management Fund (COMF) to covera wide range of measuresto help
control the spread of the virusincluding workingin partnership with District and Borough
Councils, supportingthe homeless and othervulnerable groups, schools and colleges and
on functions such as environmental health officers;

e Targeted Community Testing relating to the management of Surrey’s asymptomatic
testing programme and community collect system enabling residents to collect lateral
flow testingkits; and

e Practical Support for Self-Isolation grant for assisting people who face difficulties with
matters such as food due to havingtoself-isolate. Thisgrantisbeingtransferredto
District and Borough Councils who already administer self-isolation support payments to
residents.

4.30 From the start of the pandemicup until March 2022 total funding of over £40m will have been
received and deployed across all these grant funded Covid-19 programmes. Thishasbeen
essential to enabling Surrey to respond effectively to the pandemic. Some elements of the
programmes will need to continue into 2022/23 to ensure the county remains on top of the
spread of the virusandis able torespond agilely to any changesin the nature of the
pandemic. SCCwill ensure these costs are funded fromits Covid-19reserve if thereis
insufficient current grantfundingto carry forward to cover the costs nextyearor new grant
fundingis not made available in 2022/23.
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Financial pressures

4.31

4.32

4.33

4.34

Since transferringto SCCfrom the NHS in 2013/14, Surrey’s PHservice has had to operateina
very challenging financialenvironment. There have been three main financial challenges:

e Firstly, Surrey’s PHfundingis verylow. Surrey’s 2021/22 PH grant equated to £32.13 per
head of population (the third lowest per head allocation in the country) comparedtoan
England average of £57.82 per head,;

e Secondly, Government has failed toinvest adequately in PHservices since they
transferredtolocal authorities. Overthe first 7 years after transfer of the PH service to
SCC up to 2019/20, Surrey’s PHgrant funding was cut by £3.6m (9%). Although Surrey’s
grant has beenincreased by £3m inthe last two years, this has come with some new
responsibilities and Surrey’s total PH grant fundingis still £0.6m (1.5%) lower than it was
in2013/14 in cash terms (amuch largerreductioninreal terms);and

e Thirdly, like all Council provided services, Surrey’s PHservice has been impacted by the
reductions to broader Central Government funding that SCC has suffered inrecentyears.
An element of the PHgrant has been allocated to services delivered or commissioned by
other parts of SCC that contribute to meeting PH outcomes. Funding for otherservices
that deliver wider PH outcomes was at its highest level of £6.3m in 2018/19. Thiswas
reduced to £5.4m in 2019/20 and thisremains the budgeted assumptionin 2022/23. This
has required the PHservice to make reductions to the preventative servicesitdirectly
commissionsin previous years, although if the funding was allocated to PH, this would
require reductionsin other SCCservices.

The combination of the above factors has meant Surrey’s PHservice has had to significantly
reduce expenditureon the servicesitdirectly commissionsinrecentyears. PH’s current
budgetof £33.4m is £5.8m lessthanits starting budget of £39m in 2013/14. Thisrepresentsa
cash reduction of 15%.

PH’s latest MTFS proposalsinclude pressures of £0.3m in 2022/23 and £1m across the whole
2022-27 MTFS period. These pressures largely relate to pay inflation and the end of grant
fundingfora £0.4m family resilience service, which PHis working with partnersin SCC’s
Children, Families and Lifelong service to consider options for how to fund. The needto
continue to deliversome elements of the Covid-19 programmes that are currently funded by
grants in 2022/23, estimatedtobeinregion of £3m, isnotincluded asa pressure onthe basis
that as setout above this expenditure willbe funded out of SCC’s Covid reserveif thereis
insufficient grant fundingto coverit.

In additionto budgeted pressures, thereare some risks not included as pressures but that
could materialise. The mostsignificantis how NHS Agendafor Change pay rises whichimpact
on several services that PHcommissions willbe funded. Previously SCChas received
additional fundingto coverthe cost of these pay rises for NHS workers, butitis not clearif this
will continue.

Financial efficiencies

4.35

In recognition of the vital role the PHservice continues to performin providing services to
improve and safeguard the wellbeing of residents,address health ine qualities and lead in
mitigating and managing the impacts of the pandemic, SCC’'s Cabinet agreed that PHwould be
protected from any corporate efficienciesin 2022/23. PH doesthough still need to mitigate
itsown £0.3m pressuresin 2022/23. The service planstodo this through making small
adjustments to service delivery to manage within available budget resources.
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4.36 SCC’scurrentindicative budgetenvelopesfrom 2023/24 would require the PHservice to
contribute towards delivering efficiencies to help manage SCC’s expected reductionin
corporate fundingandincreased capital financing requirement. Opportunities forincreased
value for money and cost efficiency will continue to always be sought as part of re-procuring
PH services. However, if there isarequirement to furtherreduce expenditure on the services
that PH commissionsinthe future then, takinginto account the substantial efficiencies
already deliveredin previousyears, itis likely this willmainly have to be achieved by reducing
service provision. The outcomes of Track 2 of the MTFS may change the need to do that, but
PH has undertaken a prioritisation exercise to rank the efficacy and impact on residents of its
servicesto determinehow to limitthe negativeimpact on Surrey’s publicheal th of any
reductionsin PHexpenditure thatare requiredinfuture years. These have notbeenincluded
as efficienciesin the latest MTFS proposals because of the detrimental impacts the reductions
would have and because PHis awaiting the outcomes of Track 2 of the MTFS. Assuch, a
budgetgap of £3.4m is currently showing for PHup to 2026/27 basedonthe current
indicative budget envelopes forfuture years prior to completion of Track 2.

4.37 ltisimportantto be clear thatany furtherreductionin PHspendingin Surrey could have
serious long-termimpacts forSurrey residents, other SCCservices and key partners such as
the NHS. It would alsoimpact on our ability to take forward our ambitiontoreduce health
inequalities as part of the wider system. Therefore, any future changes to Surrey’s PH
spendingonce the national funding positionis clearer and SCChas progressed Track 2 of the
MTFS will require very careful consideration, prioritisation and evidence-based decision
making.

Horizon scanning

4.38 The PH serviceisreviewingits priorities for 2022/23 as the longer-term PHimpacts of the
pandemicare stillemerging. Thiswill includeaneedto considerthe extenttowhich any
elements of the programmes currently funded by Covid-19 grants may need to become more
permanentservice functionsand, if so, how these could be funded.

4.39 Most of PH’s major service contracts are coming up for renewal inthe next2-3years. A key
focus of the service will therefore be ensuring new service spe cifications take account of the
latest health status of Surrey’s population and where itis considered service provision needs
to be targeted to address health inequalities. The procurement processes will also of course
need to considerhow the refreshed services can be commissioned to maximise value for
money forresidents.

4.40 At presentthe future of the PHgrant remainsunclear. PH will need to remain responsive to
any changesin grant funding. Inthe meantime, SCCwill continue tolobbyforincreased PH
funding tosupport the delivery of the health and wellbeing priorities for Surrey residents.

4.41 Througha focuson research, partnering with academia and industry, and data across the
widerPublicService Reform Directorate, the team will be looking at how we drive health and
social care devolutiontoits full potential, lobbying and influencing Government where
appropriate on future models of publicservice that transforms peoples’ lives. Working
effectivelyinthis space, SCChopesto be able to influencefuture publicpolicy, leadingtoa
more sustainable publicservice model.
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CHILDREN, FAMILIES AND LIFELONG LEARNING

Context

4.42

4.43

4.44

The overall aim of the Children, Families and Lifelong Directorate is to root children and
families in our hearts and minds. Our purpose is to ensure that Surrey’s children and families
have access toa range of services thattackle inequalities, supportindependence and enhance
lives. We supportfamilies and enable children and young peopleto be safe and feel safe, be
healthy and make good choices about theirwellbeing.

Since beingjudged as ‘inadequate’ by Ofsted in May 2018, Surrey’s Children’s Services has
taken determined and continued action to deliveran ambitious improvement plan. The
service iscommitted to tackling areas for development highlighted by Ofsted and subsequent
monitoring visits have illustrated the positive improvement journey across our services for
children, young people and families, which is particularly encouraging given the additional
challenges of the last year during the Covid-19 pandemic.

These factors have significantly impacted the financial position of the directorate and will
continue todo so inthe future. Thisis both inshort term financial costsin respondingtothe
Ofsted judgement and then the Covid-19 pandemic, but alsoin fundamental changestothe
level of demand and type of support required for children, young people and families. Further
pressures have arisen frominternational events leadingto anincrease inrefugeesand asylum
seekers arriving via Home Office schemes and unofficial routes.

Financial pressures

4.45

4.46

4.47

Key pressures are impacting the 2021/22 financial position within CFL, which then cause
pressuresinfuture years requiring ongoing mitigation. Total pressures for CFL, excluding the
DSG High Needs Block, are budgeted at £16.4m in 2022/23, £50.3m forthe whole 2022-27

MTFS period. The pressures within CFLare focused on a number of key areas:

e Placementlevelsand costsin Looked After Children and Children with Disabilities - There
has beenanincrease in Looked After Children (LAC) numbers during 2021/22 and these
have beeninthe more expensive categories of placements such as residential, where one
placement canbe up to £0.25m;

e Staffingoverspends within Children's Social Care due to the level of agency staff needed
to covercrucial vacant posts; and

e SEND (due tothe numbers of children and the cost of support, with many children
supportedin more expensiveindependent schools).

In 2021/22 Children’s Social Care staffing and placement costs have a projected overspend of
f£6m and thereis a focused effortto address and mitigate the costs.

The other significant area of ongoing financial pressure is within Special Educational Needs
and Disabilities (SEND). Thisis funded through the Dedicated Schools Grant (DSG) High Needs
Block (HNB), howeverthis has seen asignificant deficit position since 2018/19. Whilst, not
able to directly finance the deficit with General Fund (GF) sources, the Council has taken the
decisionto establish an offsetting reserve which tracks the HNB deficitin orderto ensure
balance sheet stability. Atthe end of 2020/21 this reserve balance was £84m (equivalentto
the HNB deficit) and projected toincrease to £115m by the end of 2021/22. In the 2022/23,
the HNB deficitis expected to be approximately £142m, so in the MTFS the projected
contribution to the offsetting reservein 2022/23 is £27m.
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4.48

Achievingthe improvementin children’s services is not seen as mutually exclusive to the need
for financial rigour. Whilst projecting budgetary effects of supporting children in CFLis
complex, ourfinancial strategy is to:

e Focuson those childrenrequiring support through our Family Safeguarding model and No
Wrong Door, whilst ensuring the safety of children and complying with statutory
responsibilities;

e Reduce the unit cost of provision or move children from high-cost provision into other
suitable placements (whereappropriate);

e Reviewthe level of provision on offer;

e Enable childrentolive closerto home to promote better outcomes butalso to reduce
costs; and

e Promote budgetaccountability, including reducing the need for costly agency staffing
throughimprovementsinrecruitmentand retention.

Financial efficiencies

4.49

4.50

4.51

SEND

4.52

In orderto mitigate the pressures, anumber of options for reducing the Directorate’s budget
requirementto meetavailable funding were considered, with those included in the Draft
Budget totalling £13.8m in 2022/23 and £26.9m overthe whole 2022-27 MTFS period. Within
CFL, the pressures occurin the areas of mostsignificant expenditure (staffingand
placements), which meansthatthe scope for offsetting costs through efficienciesin less
pressured areasis difficult.

Reducing costs for Looked After Children (LAC) placementsisfocused around the following
areas;

e Reducingthe level of demand through new practice models which enable early
intervention;

e Provide moreincountyandin-house provision atlower cost to support those requiring
placements;

e Increase the use of foster carers which are lower cost than residential placements and
alsodeliverimproved outcomes; and

e Reduce unit costs through increased block purchasing and collaborative commissioning
systems.

Managing pressures on staffing expenditure is the otherkey area. Thisis beingapproached
through the increasedrollout of the retention and recruitment programme, whichiis
incentivising a higher percentage of staff to move to permanent contracts. Thisreducesthe
additional costsincurred when filing posts through agency/locum staff. Bringingdown the
cost of the agency workers we employ is targeted through consideration of joining the South
East memorandum of understanding on agency rates, as well as the move toa combined
agency workerframework with Kent CC.

SEND efficiencies are focused onincreasinginternal capacity in Surrey maintained schools
through phases 1-4 of the SEND capital programme of £120m as well as reducingdemand
through early intervention and support. The overall wider strategy ambitions are set out as
follows:
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4.53

4.54

4.55

4.56

Early joined up identification, response and provision

As children’s needs are identified and met at the earliest possible stage, children should have
access to the right provision to reach their potential and demand forlong term statutory
supportreduces.

Children thrivingin theirlocal communities

With most children attending theirlocal mainstream school with the right help and support
and enough special maintained provision forthose who need it, children should be able to live
at home with theirfamily.

Better experiences for children and families

By providing children and families with the right information and advice and making the
system easierforthem, children and families should receive a consistently good quality
service.

Financial sustainability and better use of resources

Our focus on improving outcomes and value for money, joint commissioning and decision-
making should ensure that the high needs grantfunding available will be sufficient to meet
children’s needs within 5years.

DSG High Needs Block Trajectory

4.57

4.58

4.59

The SEND Transformationis a holisticand far-reaching programme, and itincorporates activity
across the Local Area SEND system alongsidethe activity necessary to discharge our SEND
Accelerated Progress Plan. The programme, and associated cost containmentactivity, is
structured ina thematicway to aid delivery and encompasses fourkey areas of focus:

e Inclusioninlocal maintainedschools: Increasing the proportion of childrenable to thrive
ina mainstream or specialist-maintained provisioncloser to home along with their peers
and siblings;

e Sufficiency, outcomes, and value of school places: Ensuring that the school estate
provides sufficient, suitable places for children with Special Education Needs and
Disability within the county, improving the value of independent places that are used
through partnership and market management and reviewing the school funding model
within maintained provisionto ensure funds are allocated efficiently and effectively as
possible;

e Preparation for Adulthood: Supporting post 16 children in preparing for adulthood
through more and better educational pathways and support for independence; and

e Partnership Accountability: Ensuring all partners across the local area, including
Council departments and local providers are working effectively togetherto support
improvements in outcome, experience, and sustainability of the SEND systemin
Surrey.

The financial pressures on the DSGand High Needs Block (HNB) continue to be a key focus of
the Council and are beingaddressed through the SEND Transformation programme. Atthe
end of 2020/21, followingan overspend of £34.5m, the cumulative deficitonthe HNB stood at
£84m. DSG is made up of 4 blocks of funding: Schools, HNB (SEND), Early Years and Schools
Central Services. Intotal, the overall DSG deficit balance stood at £63.7m at the end of
2020/21 (duetosurplusesinotherblocks).

The 2021/22 budget contains an assumed overspend of £23.8m which is matched by a
General Fund contribution to the offsetting reserve. Previous assumptions within the MTFS
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4.60

4.61

were that this annual deficit would begin to reduce by £5.3m perannum to achieve a
balancedin-yearbudget within 5years. Following further work in conjunction with IMPOWER,
arevisedtrajectory model was developed to reflect the current position of the programme.
The current forecastfor 2021/22 outturnis an overspend of £6.9m on the budgeted position,
so an overall overspend of £30.7m.

The revised trajectory, supported by the IMPOWER model, is that the position overfive years
isstillontrack todeliverabalanced position. However, thisis not delivered evenly overthat
period and would see a£9m pressure in 2022/23 reducingto £7m in 2023/24 before coming
back morein line with previous expectations. The IMPOWER model will supportthe Council’s
‘Twin Track’ approach to financial planningand willenable us toreview the planning
assumption with greater certainty as delivery progresses.

Thereisalso a riskthat SEND demand continuestoincrease post Covid leading to further
spend, this, along with otherfinancialimpacts, is monitored at fortnightly meetings along with
plansto mitigate the growth wherever possiblethrough earlierintervention. The Department
for Education SEND Review has been postponed anditis not yet known how this may imp act
the ability forthe local authority to develop afinancially sustainable system.

Other Capital budgets

4.62

4.63

In addition to the SEND Capital programme, anumber of other capital projectsimpactdirectly
within CFL. A number of these are managed through Land and Property (L&P) but the service
benefits or costs would be seen within CFLbudgets. The largestin 2022/23 relate toschools.
As well as the SEND strategy referenced above, there is £31m for the Schools BasicNeed
programme (grantfunded) and £11m recuring Capital Maintenance in schools. Similarto
SEND, thereisan ongoing review of LAC sufficiency supported by a£2m capital budgetin
2022/23 and £31m upto 2026/27.

Development of the Surrey Outdoor Learning and Development (SOLD) site at Thames Young
Marinersis designed toincrease residential capacity at the site which will intermallow
additional income generation through both the type of provision and time during the year
overwhich courses can be run.

Horizon scanning

4.64

The circumstances in which CFLis currently operating have led to significant additional cost
pressuresinthe pastthree years. This, combined with the longer-term uncertainty around
the impact of the Covid-19 pandemic, make longterm projections more difficult. Core
pressures within social care staffing and placement costs, as well as SEND, look set to continue
and also be the majorrisksto achieving abalanced positioninthe future. Forall of these
areas resolving the base pressures and overspends will go along way to enabling future
strategiestoalignto available funding resources.
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ENVIRONMENT, TRANSPORT AND INFRASTRUCTURE

Context

4.65 ETlis afuture-focused Directorate which aimsto shape places, improving the environment
and reaching sustainability and climate change targets. ETl provides many “universal services”
to residents, i.e. services which many/all residents access including waste managementand
highways. Key serviceareasinclude:

e Waste management, including recycling/disposal of household waste and operation of
community recycling centres;

e Highway maintenance and street lighting;

e Publictransport;

e Countryside;

e Planning & Development;and

e Supportingthe county’sand Council’s response to climate change and carbon reduction

4.66 Overthe periodofthe MTFS, ETI’s key priorities are to:

e Continuetobuild uponournew Directorate organisation design - implementing and
embeddingthe new Highways structure, coupled with further reviews of our Waste,
Greener Futuresand Planning functions;

e Strengthenourfinancial sustainability to provide valuefor money to communities by
leveraging available funding opportunities, identifying new commercial opportunities,
opportunities for partnership working, innovating service delivery and developing our
GreenerFutures Finance Strategy;

e Mobilise Ringway as the new Highways contract provider, improving quality of works
across the county, continuingto identify opportunities toinnovateand work more
effectively, and delivering against carbon reduction outcomes includingimmediate
adoption of a minimum 11% EV fleet with commitment to reach netzero by 2030;

e Strengthenengagement with customersand communities, through delivery of our
Customer Enquiry Improvement Plan and establishing the cross cutting Greener Futures
Engagement and Behaviour Change Working Group;

e Workingwith key partnersand members, finalise the design of our future waste services,
and progress the re-procurement. Conclude the Eco Park dispute;

e Deliverthe Council and county’s carbon emission reduction targetsin line with our
Climate Change Delivery Plan. With 46% of Surrey’s emissions resulting from Transport, a
key part of delivering these targets will be supported by adoption of the Surrey Transport
Plan, EV network rolloutand Bus Back Better plans;

e Deliverthe £30m of capital schemesidentified in phase 1 of the Surrey Infrastructure
Programme, and develop the pipeline of phase 2 schemes; and

e Implementanew governance model to bettersupport delivery of the Climate Change
Delivery Planand Surrey Infrastructure Plan.

Services and spend: revenue budgets
4.67 ETl's currentannual revenue budgetis £140m. Key areas of spendinclude managingthe

recycling and disposal of the county’s domesticwaste collected at the kerbside and deposited
at community recycling centres, managing the county’s 3,000 miles of highways including

Page 73



repairingand maintaining the county’s roads, streetlights, bridges and other assets, passenger
transportincluding contracting bus services where socially necessary and operating the
concessionary travel scheme forelderly and the disabled, and management of the countryside
including providing visitor services.

4.68 A significant proportion of the Directorate’s budgetis linked to contracts, and ETI therefore
recognises the needtoworkin close partnership with providers and marketsto explore
opportunities for efficiencies.

Services and spend: capital budgets

4.69 In addition, ETl deliversinfrastructure improvements through the Capital Programme, which
includesthe capital budget for projects which are in or approaching delivery, and the capital
pipelineforschemes underdevelopmentand subjectto business cases. ETI’s 5 year capital
programme is £0.9bn, and includes structural maintenance of roads and bridges, the River
Thames flood alleviation scheme, highways and transportimprovement schemes (e.g.
Farnham, A320) and Greener Futures, the Council’s ambitious carbon reduction plan.

Financial pressures

4,70 TheETI 2022/23 revenue budgetincludes pressures of £6m, £19.6m for the whole 2022-27
MTFS period;including:

¢ Inflation:significantspend within ETlis delivered through medium and longterm
contracts, including bus services, highway maintenance, and waste management. Most
contracts include provision foran annual inflationary uplift, e.g. to recognise that
materials and labour costs are increasing. Inflationis currently high and whilefuture
forecasts are currently volatile the ETl revenue budgetincludes non-pay inflation of
£2.9m in 2022/23;

e Bus contracts: bus passenger numbers have reduced due to the Covid-19 pandemic, and
althoughrecoveringthey remain below pre-pandemiclevels, and consequently fare
incomeisreduced. While the Government has been providing financial supporttothe
busindustry throughout the pandemic, thisis expected tostopin 2022/23. The 2021/22
ETI budgetincludes growth of £1.7m to reflect the need for ongoing support to sustain
contracted bus services, whichincreasesto £2.1m in 2022/23, although this will be
reviewed as passenger numbersincrease; and

e Supporting ETlservices: othergrowth includes additional resources to deliver Council
prioritiesincluding Greener Futures and waste contract reprocurement, investmentin
managing the countryside including maintenance of publicrights of way, and making
provision forresponding to the impact of severe weather(e.g. flooding) and ecological
threats (e.gash dieback disease).

Financial Efficiencies
4.71 TheETI 2022/23 revenue budgetincludes efficiencies totalling £6.5m, including the following:
e Waste prices: while the volume of domesticwaste hasincreased as aresult of working

and lifestyle changes following the pandemic, the cost of dealing with dry mixed
recyclable materials has reduced this year. Waste materials (e.g. paper) are acommodity
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and prices are influenced by supply and demand within aglobal market. Atleastinthe
short termthistrendis expectedto continue, providinganetbenefit of £2m;

e Streetlighting: the Council continues to convertitstreetlightsto LED resultinginreduced
energy consumption, which provides both a carbon reduction and a financial efficiency of
£1.1m; and

e Otherefficienciesinclude use of one-off grantfunding and otherincome, highway
contract efficiencies, enforcement (e.g. of bus lanes and utility companies)and seeking to
make services self-funding where appropriate.

Horizon scanning
4.72 Infuture yearsfurther opportunities are anticipated inanumber of areas.

4.73 Followingan extensive procurement process the Council has appointed a new highways
contractor, Ringway, to deliver maintenance and improvement works. The Council andits
contractor will workin partnership to explore further efficiencies, forexample innovationsin
working practices and use of improved materials.

4,74 The Council’s current waste management contractis due to expire in 2024, and work is
ongoingto define future requirements and to explore efficiencies, both through new
contractual arrangements and also through closer working with waste collection authorities as
well as giving consideration to development of infrastructure.

475 The Governmentis consultingonits Waste and Resources Strategy which could have
implications for how the Council manages domesticwaste, and the cost of doingso. The
Strategy includes provision toimprove the reuse of products, to make producers responsible
for the cost of managingthe disposal of products and packaging, and to change the way waste
and recyclable materials are collected —all of which could provide opportunities forachieving
efficienciesin ETI's budget over the MTFS period and beyond.

COMMUNITY PROTECTION GROUP

Context

4,76 The Community Protection Group includes responsibility for Trading Standards, Emergency
Management, Health and Safety, Coronial Services, Armed Forces and Community Resilience
and the Surrey Fire and Rescue Service (SFRS). These are mainly statutory and regulatory
services all brought togetherwith the vision to make Surrey asaferplace to live, work, travel
and do business.

4,77 To supportthe 2030 Visionand Organisation Strategy we willfocus onthe areas of People,
Places, Productsand Premises. We willwork with partners, SCCservices, communities and
businesses to protect residents from harm both physically and financially through: our
prevention and protection work, ensuring that SCC can effectively prepare for, respond toand
recoverfromemergencies, tacklingrogue traders and deceptive, unsafe, andillegal practices
and products.

4,78 The Group is alsoon a transformation journey. SFRS, in response to Her Majesty's
Inspectorate of Constabulary and Fire & Rescue Services, has putin place a major
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improvement programme which is set outinthe Making Surrey Safer Plan 2020-24. A big part
of the planisabout changingandinvestingin how we deliverbetter preventionand
protection activities. This will help prevent emergencies from happeningin the first place. The
Coroners Serviceisalsotransforming with care and support forthe bereaved and dignity and
respectforthe deceased, at the core of how it operates.

4,79 Partnershipworkingiskeytothe success of the group, starting within Surrey County Council
with Adults and Children’s services, to help prioritise support to our most vulnerable
residents. We alsoaimto work better with otheremergency services, District and Borough
Councils and closerworking with businesses to support the Surrey economy. The role Trading
Standards playin this isimportant particularly with digitalisation leading to more Scams
directed and vulnerable people and businesses.

Services and spend

4.80 The Community Protection Group has an annual revenue budget of £39m, primarily the Fire
and Rescue service, and a Capital Programme of £20m across 2022-27 whichincludes
replacement of Fire vehicles and equipment.

Pressure and efficiencies

4.81 The Group’s Medium Term Financial Strategy reflects expected growth through pay inflation,
including anticipated growth from nationally agreed firefighters pay awards. Otherpressures
include Coroners operating costs, including the establishment of anew mortuary facility.

4.82 Total pressuresare budgetedat£2.3m in2022/23, £6.6m forthe whole 2022-27 MTFS period.

4.83 Followingsignificant transformation and modernisation of the Fire service across 2019-21,
whichincludedinvestmentin prevention and protection activities alongside a more efficient
operating model, efficienciesin future years are focussed on optimising spend through
continual improvement and consideration of alternative funding.

PROSPERITY, PARTNERSHIPS AND GROWTH

4.84 The Directorate plays a key leadership rolein conveningand developinglastingand
effectiverelationships and partnerships with key organisations locally, regionally and
nationally andin driving forward the Council’s ambitions and Economic Growth Strategy for
Surrey throughinnovative, targeted delivery programmes.

4.85 Relationshipsand partnership work with Government departments and officials, national
agencies, national and regionalrepresentative bodies, District and Borough Councils, other
authorities, County organisations and local bodies contribute to the achievement of the
Community Vision 2030 and all four of the Council’s strategic priorities. Thisis most obviously
manifested inthe proactive planning, preparation, positioningand activityin relation to
Government policy and programmes, such as the forthcoming Levelling Up White Paperand
potential to secure a County Deal in a subsequentround.

4.86 ‘Surrey’s EconomicFuture: Our2030 Strategy Statement,’ (agreed by Cabinetin December
2020) andthe delivery programme that supportsit, directly contribute
to the Council strategic priority of ‘growing a sustainable economy so everyone can
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4.87

4.88

4.89

benefit’. Theyalso contribute to the ‘reducing health inequalities’, ‘enablinga greenerfuture’
and ‘empowering communities’ priorities.

They setout the path to economicrecovery and prosperity, identifying four main
themes/opportunities for the County’s post Covid-19resilience and growth, including:
e Deliveryof Surrey’s Inward Investment Programme and promotion of the Surrey Story;
e Conveningand place leadership to reimagine Surrey’s High Streets forthe future;
o Skills forgrowth: maximising opportunities through skills development for the future ; and
e Deliveryof key Infrastructure across Surrey, including gigabit capability, highways and
transport, and business networks and partnerships.

Specificinterventions are already being taken forward to drive amore innovative, inclusive,
and productive economy. Thisincludes the launch of anew Surrey-specificapproach toinward
investment, astrategic, community-led approach to placemaking and a programme of work to
improve full fibredigital connectivity in Surrey.

The Prosperity, Partnership and Growth Directorate has a total budget of c£1.5m, whichis
materially targeted at the Economic Growth Team and associated costs. For 2022/23 there s
arequirementto strengthenthe teamfurtherto develop a Growth Planto drive business
engagement, the economicplace agenda, attract new business and skills, strengthen
partnerships and understand infrastructure needs.

CUSTOMER AND COMMUNITIES

Context

4.90

4.91

4.92

4.93

The Directorate includes the following services:
e Community Partnerships and Engagement;
e CustomerServicesand Customer Experience;and
e Libraries, Arts, Heritage and Registration Services

Customerand Communities delivers critical day-to-day services and operations, whilealso
shapingand driving several connected key strategies and transformation programmes that
are central to the successful achievement of the Surrey County Council (SCC) Organisation

Strategy, 2030 Community Vision and Surrey Health and Wellbeing Strategy.

Although anewlyformed Directorate, all areas have undergone (orare undergoing) significant
improvement & cost reduction. The Net budget forthe Directorate for 2021/22 amounts to
c¢£11m. Thisincludessignificantincome budgetsin excess of £10m, primarily across Cultural
Services (Libraries, Surrey Arts & Registrations), although there is alsoincome within Customer
Services from Blue badges fees. Income to Cultural Services comes primarily from weddings
(from providing registrars services at both registry offices and licenced venues), income from
musiclessons provided by Surrey Artsin schools and income from archaeology services and
finesandreservation chargesinlibraries.

All areas have undergone significantimprovements overthe last 3years and significant cost
reductione.g., libraries net budget has reduced by 30%; Customer Services budget reduced by
over £400k. The ambitionisnotonlyto ensure the sustainability and quality of service
delivery, buttothink creatively about how services are delivered.

Delivering key strategies and transformation programmes
494 The Directorate is at the forefront of shapingand delivering the Council’s priority ambition

of empowering communities. Supporting the development of thriving
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communitiesis essential to deliveringagreenerfuture, driving asustainable
local economy, and tacking health inequalities - and strong and active communities are a
crucial ingredientin supporting more people to live independently forlonger.

4.95 The Covid-19pandemichasseenthe communitiesthat we live and workin change overnight
and has required the Council and partnersto work bettertogetheralongside and with our
communities. Customers and Communities wereable to respond proactively to the pandemic,
and these responsesinturn have setthe direction forfurthertransformation —forexample:

e Libraryservicesrose tothe challenge of Covid-19and adapted successfully having been
recognised by the Government as an essential service in supportingresidents with learning,
digital inclusion and health and wellbeing duringan unprecedented time- the vital role
played by libraries both through digital platforms and local settings hasinformed the next
phase of library transformation plans;

e CustomerServices established at pace the Covid-19 Community Helpline and Local Contact
Tracing operation which is now being woven into daily operational activity in the most
proportionate and effective way; and

e Basedon learning from the community welfare response, the Directorate has embedded and
supported the development of more community-focussed ways of
working (including developing a community network approach and setting up and
delivering Your Fund Surrey).

496 The Directorateisdrivingforward key transformation programmes to continue toadaptand
improve services to meet the changing needs to ourresidents and ensure financial
sustainability:

e Customer Experience - Making people’s experience of dealing with the Council quicker,
easier, and better by shapinga new relationship with our customers, managing their
enquiriesinamore efficient, proactive, and connected way and increasing our use of
digital self-serve technologies;

e Libraries and Culture Transformation - deliveringamodern and efficientset of services
across Libraries, Arts and Heritage reducing net costand increasingimpact for
communitiesinSurrey; and

¢ Enabling empowered communities - Providing the foundations, deliveryarmanda
learning approach to reinvigorate ourrelationship with residents, empowering
communities totackle local issues and supportone another, while makingit easierfor
everyone to play anactive role inthe decisions that will shape Surrey’s future.

Financial position

4.97 The Directorate relies onsignificantincome generation. Key services within closed as aresult
of COVID-19restrictions, having asignificantimpact on achievableincomelevels overthe past
twoyears. While the latter half of 21/22 has beenincome levels increase, particularly in
relation toweddings, theirremains a pressure onincome budgetsin the current financial year.

4,98 From 2022/23 the budget planningassumptionisthatincome levels returnto pre-COVID
rates. This requires significant activity to take place to ensure targets are achieved and that
the Directorate can continue to manage emerging pressures from within the existing available
budget envelope.
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499 Inadditiontoworkingtoensure thatincome levelsreturnto pre-COVID levels, the Directorate
has identified additional budget pressures relating to inflation and also tothe non -
achievement of the vacancy factor in the libraries service for 2021/22, thisis not felttobe
achievable infuture years eitherand soresultsinanincrease to the existingbudgetbeing
required. The Directorate have had toidentify arange of optionsto offsetemerging
pressures. Specifically:

e Continuingtodrive further staffingand operational efficiencies through the libraries and
cultural services transformation programme;

e Otheridentified efficiencies from within the wider Cultural Services areaincluding
contract reviews, income generation strategies, chargingand service reviews; and

e Efficiencies from within community partnership teamto support new ways of working.

Capital
4,100 The Directorate has significant pipeline capital investment plansin development to transform
the libraries estate and reviewthe assets linked to Registrars.

4.101 The draft Capital Pipeline contains £34m of investmentto enable the libraries transformation
programme. Thisisa five-year programme of work to modernise library settings across Surrey
to;

e Enablelibrariesto meetthe changing needs of communities;
e Supportwiderstrategicpriorities; and
e Ensure library assets are fitand sustainable for the future.

RESOURCES

4.102 As the Council continuestodrive forward its ambitious transformation programmeto improve
the services we provide to residents and its commitment to the Community Vision for Surrey
2030, the Directorate isfocused on ensuring that corporate supportand enabling services are
of the highest calibre.

4,103 Covid-19has shown how teams are responsive, adaptable and collaborative in tackling
extreme challenges. The Resources Directorate wants to build on this, to provide the Council
with a more joined up approach to supportfrom back office functions, generating
opportunities torealise better customer experience and efficiency through digitalinnovation
and creating ‘teams around a service/project.’ Thisisintended to help deliverastep changein
the effectiveness of ourservices, and to meet aspirations to be bestin class with regard to the
supportwe provide to our service directorates. The skills and behaviours that this demands of
Resources colleagues will be consistent with, and reflective of, thoserequired fromfrontline
servicesthatare more focused on place, communities and individual choice.

4.104 The Resources Directorate improvement programme aims to ensure the consistent delivery of
high quality, trusted advice and services, performing to theirfull potentialandina
collaborative way, as akey enablerforthe County Council to achieve the best outcomes for
local residents. Inadditiontoanumberofindividual service improvement plans, thereare the
following cross cutting areas of focus within the programme:

e BusinessPartnering;
e Performance Management;
e Leadership Development;
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e Value Tracking;
e Agile Organisation;and
e Digital Business Insights and Digital Transformation

4.105 Through thisimprovement programme, the Directorate are looking to provide efficient
services without reducing the service offer. 2022/23 beginsthe process of identifying
efficiencies following progress in stabilising and raising the quality of services provided. These
efficiencies are driven through anumber of areas and initiatives, the two largest contributions
comingfrom:

¢ Theimplementation of the new ERP solution (MySurrey) through automation, more
efficient processes and improved self-service; and

e Land and Property through a variety of measuresincluding asset rationalisation, the agile
office programme, improved supply chain management and areview of income
generation.

4.106 The Directorate isseeinganumberof financial pressures emerging, the largest beingin
relation toincreased costs of Microsoft licences and loss of income from contracts relating to
both the Data Centre and the provision of school meals. Inaddition, there is an identified
need to strengthenthe capacity in some servicesin orderto meetthe organisational
ambitions. Total pressures are budgeted at £3.3m in 2022/23, £10.3m for the whole 2022-27
MTFS period.

4.107 Efficiencies have beenidentified to offset emerging pressures. These relateto:

¢ Theimplementation of the new Unit4 ERP solution to help drive more streamlined and
automated processes;

e The Agile Office Estate Strategy realising efficiencies in the management of the Council’s
office estate;

o Arenewedfocusforestate rationalisation to reduce revenue costs and increased impetus
on usingourasset base to generate sustainedincome;

e Avreview of the Orbis partnership, resultingin areversion of the Business Operations
Service to sovereign Councils and the resulting requirement to review the partners
contributionstothe Joint Operating Budget;

e Transformation projectsin Pensions Administration, Twelvel5, Land and Property and
Business Operations (Shared Services);

e Mediumtermopportunities presented by looking for commercial opportunities within
Twelvel5, Pensions Administration, Business Operations and other back office activities;
and

e Changesinculture and working practices, through adopting a Business Partnering
Approach, to ensure that we work effectivelyacross the organisation as trusted and
insightful partners, enabling more efficient delivery of services while optimising our
impact and generating better working relationships and outcomes within the services we
support.

4.108 The Directorate now contains the Transformation Support Unit, which drives further financial
efficiencies across the organisation through the ambitious and forward-looking transformation
programme whilst ensuring a uniform and consistent approach to transformation and
therefore makingasignificant contribution to achieving the financial sustainability required,
so that the Council can deliver priorities, resultingin better outcomes for Surrey residents.
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4.109 In addition, the Directorate has significant capital investment and delivery plansrelatingto the
Council’s Land and Property (£407m) and IT&D (£21m) services, over the MTFS period. These
investment plans are developed in close consultation with frontline services to ensure that
the Council’s assets are used effectively and are fitto support the efficient delivery of services
to our residents and to support our staff to carry out theirresponsibilities.

PEOPLE AND CHANGE

4,110 The Directorate plays a central role in building and sustaining a positive organisational culture
and ensuring that we are resourced and trained effectively now and in the future sothe
organisationis enabled to deliverthe bestforthe residents of Surrey.

4,111 A key part of the Council’s strategicagenda, ‘Our People 2021’ is our plan forthe workforce of
SCC (currentand future). Our staff are ourambassadors and are crucial to successful delivery
of the Organisational Strategy and consequently, achievement of the ambitions for Surrey as
setoutinthe 2030 Vision. OurPeople 2021 sets out how we will develop the capacity and
capability of our workforce to achieve our priority strategicoutcomesforSurrey residents,
ensure the effectiveness and efficiency of the Council, create a high performance culture and
drive wholesale transformational change. It sets out the following strategicthemes:

Pay and Reward;
e Organisational Redesign and Strategic Workforce Planning;
e Leadership and Line Management Capability;
e Talentand Succession;
e Employee Engagement, Wellbeingand Inclusion;
e Performance, Achievement and Innovation;
e People ManagementPolicies; and
Individual and Organisational Resilience and Wellbeing

4.112 The People and Change Directorate operates within an existing budget of £6.6m and manages
pressures withinthis envelope. For 2022/23 onwardsthe Directorate is proposingto deliver
budget efficiencies from the following activities:

. Opportunities enabled by the implementation of the new ERP system which
drivesimproved dataand more efficient processes
. Activitiestodrive increased trading of HR&OD services with schools, generating

increasedincome.

COMMUNICATIONS, ENGAGEMENTAND PUBLIC AFFAIRS

4.113 The Communications, Engagement and Public Affairs service isresponsiblefor developinga
Communications Strategy for Surrey County Council, mapping out a high-level narrative based
on organisational priorities, underpinned by ‘super campaigns’ and ongoing residentand
stakeholder communications.

4.114 The Directorate:
e Through a clearand consistent narrative, ensures residents understand the Council’s
challengesandits transformation achievements;
e Deliversapublicaffairs strategy which focuses the Council’s political activities and makes
clearthe Surrey offer to key national Government stakeholders;
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4,115 The COVID-19 pandemichasrequired asignificantincrease in the level of activities required to
communicate effectively to staff, residents and wider Surrey stakeholders. Limitations and the

4.116

4,117

4.118

e Isresponsible fordevelopinganinternal engagement plan that cultivates a culture of
inclusion, nurtures talent, promotes diversity and creates connected employee
communities;

e Ensuresthe organisationis preparedto respondto high profile mediainterest, protecting

the Council’sreputation, particularly inthe areas where we are making critical service
improvements;and

e Ensuresthe Council is preparedto deal with reputational challenges by being able to
provide crisis managementand support, ensuring that the bigger picture and a clear
directionis connecting with stakeholders and partners.

absence of traditional means of communications created by the pandemic, hasalso resulted in
the team havingto create new and innovative ways of reaching key audiences inamore
targeted way. Supportinginthe delivery of the Local Outbreak Control Plan, and the
vaccinationrollout, has also generated additional demands. The service has led the system-
wide response forSurrey, leading and developing key publicinformation campaigns, to
residents, businesses and staff.

There isan ongoingrequirement forthe service to maintain good, clear, consistent
communication in support of the County’s recovery from the pandemicincluding providing
enhanced communications relating to the medium-term impacts of the pandemic, such as
mental health, domesticabuse and financial hardship.

The Directorate operates within an overall budget of less than £2m, managing demand
pressures within existing financialresources wherever possible. Two years ago a significant
restructure wasimplemented to ensure efficiencies wererealised and to ensure the service
was resourced appropriately to supportthe needs of the organisation.

For 2022/23 arequirementforadedicated team has beenidentified forthe Community
Protection Group (CPG). The CPG Directorate continuestolead ona number of high priority
areas forthe Council, including Surrey Fire and Rescue Service, Trading Standards, Emergency

Planning, Coroners and Armed Forces/Veterans - all of which will require ongoing, high quality

internal and external communications support, but has not previously had a permanent
communicationsresource. This has created a small pressure on the Directorate budget
envelope.

5. FINANCIALSTRATEGY AND DRAFT BUDGET 2022/23

51

This section sets out our approach to developing a Budgetand Medium-Term Financial

Strategy. As part of our Finance Improvement Programme (FIP) we worked with an External
Assurance Panel who suggested that we committo assessing future budget setting processes
againsta best practice framework. This process began for2020/21’s budget and has
continuedinsuccessiveyears. The following six hallmarks are used as a self-assessment tool,
with current progress set out alongside.
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Table 1- Self-assessment against the Hallmarks of building the Budget

Hallmark | Self-Assessment

The budgethas a Medium- | ¢ The budget process has been coordinated across

Term focus which supports Directorate Leadership Teams, Strategy, Transformation

the Strategic Plan and Finance;the integrated approach ensures that the
budgetisfocussed ondelivering Corporate priorities

e Despite significant uncertainty in the financial planning
environmentand the unprecedented impact of Covid-19,
our approach continuesto focuson a five-year Medium
Term period, which bears the hallmarks of sustainability
and avoids short-term measures or depletion of reserves

e The Council has launched a “Twin Track’ approach to
ensure that dedicated focus, resource and adequate time
isdedicated tosolvingthe medium-term budget gap
(estimated at £160m)

Resourcesare focusedon | ¢ Thebudgetisbased on clearintegration with

our vision and our priority Organisation Strategy, the Transformation Plan and

outcomes corporate priorities; developed in partnership across the
organisation through the Strategicand Integrated
Planning Group

e Thedraft budgethasbeensubjecttonumerousiterations
through Cabinetand Corporate Leadership Team overthe
last four monthsto narrow the gap and clarify
assumptions

e Thebudgetisbasedon the comprehensiveapplication of
arecognised PESTLE+framework to review the likely
environmentforbudget settingand service delivery

e Theassessmentledtothe developmentof Core Planning
Assumptionsto provide a consistent framework for

planning
Budget not driven by e The ‘TwinTrack’ approach, integrated with
short-termfixes and transformation and with a focus on opportunities
maintains financial required overthe medium-term ensures that we are
stability takingaction now to secure a sustainable budget overthe

nextfive years

e Businesscasesare builtaround corporate priorities;
focussing on benefits realisation and deliverability across
transformation, invest to save and capital

e Forthe past three years we have not used General Fund
reserves to supportthe budgetand will continue todo so
overthe medium-term

e We aimto continue tobuild general fund reservesto
meetgeneral risks and specificpressuresto ensure that
our resilience as an organisation grows despitean
increasingly volatile and uncertain external environment
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e Ourreservesexceedthe 5%-10% range recommended by
Grant Thorntonin theirdocument ‘Lessons from recent
Publiclnterest Reports’

The budgetis transparent | ¢ The BudgetTask Group and Select Committees have been
and well scrutinised involved earlyinthe budget process to setout the
approach, coveringthe Core Planning Assumptions, the
‘Twin Track’ Approach and funding projections. These
continue throughout the budget setting process

The budgetis integrated e Section 6 setsout the Draft Capital Programme

with the Capital e The Programme isdeveloped alongside the revenue

Programme budget by Capital Programme Panel. We will continueto
clearly demonstrate delivery of corporate and service
priorities and setoutthe impactand linkages with the
revenue budget

e Thefull borrowingcosts of proposed Capital Programme
are reflected inthe revenue budget and the trajectory for
borrowing costs has been assessed overthe long-term

e Thefulllifecyclecosts of newinvestment are assessed to
establish the long-term financial impact

The budgetdemonstrates | ¢ Section9setsout our approach to consultation, in

how the Council has summary;

listened to consultation e We have engaged with residents overthe summerto
with local, people, staff understand their priorities forourspendingand to gauge
and partners theirreactiontoa numberof proposals

e DuringDecember 2021, we will engage further with
residents, businesses, districts and boroughs, other public
service partners and the voluntary, community and faith
sectorto understand theirviews about the draft budget
and whetherwe are prioritising our resourcesin the right
places

Budget Principles

5.2 The MTFS for successive years has been built on a number of high-level principles which are
used as a framework to set the budget. These have provento be successful and been
reaffirmed forthe 2022/23 budget.

5.3 Theprinciplesare:

* Anintegrated approach linking Organisation Strategy, Service and Transformation plans
to the MTFS through cross-cutting business partnership;

* A balancedrevenue budget with only targeted use of reserves and balances (i.e. using
themfor theirintended purpose to cover one-off or time-limited costs);

* Regularreview of reservesto ensure appropriate coverage foremerging risk;

* Budgetenvelopessetforeach Directorate to deliver services within available resources;
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Budgets agreed and acknowledged by Accountable Budget Officers through Budget
Accountability Statements;

Cost and demand pressures contained within budget envelopes;

Robust efficiency plans which are owned, tracked and monitored;

Managers accountable fortheirbudgets;

Scenario planning across pessimistic, optimisticand likely assumptions to set realistic
boundariesonthe likelyoperating environment; and

Working with partnersto create bestvalue forresidents.

Principles more specifically related to setting sustainable Medium-Term budgets are:

Developingand iterating five-year plans, integrated with transformation and capital
investment across the Council;

Continuingtoadopta budget envelope approach with amodel to determine a consistent
and transparent application of funding reductions to Directorate budget envelopes;
Envelopesvalidated annually based on realisticassumptions and insight, (to be
developed furtherthrough the ‘Twin Track’ approach);

Evidence bases used to underpin all efficiency proposals;

Assurance that all efficiencies, pressures and growth are owned by Executive Directors
with cleargovernance throughout the organisation;

Pay and contract inflation allocated to Directorates to be managed within budget
envelopes;

A corporate transformation fund held centrally;

A corporate risk provision/contingency held centrally; and

A corporate redundancy provision held centrally.

Revenue Budget Headlines

5.4 Thedraft revenue budgethas been developed during a period of significant uncertainty; with
the impact of inflation forecasts, funding, Covid-19and likely demand forservicesin 2022/23
all very unclear. This uncertainty has been managed throughthe developmentand costing of
a range of Core Planning Assumptions which looked at likely financial scenarios to set realistic
limits on the range of potential outcomes.

5.5 The potential scenariosforservice delivery and budget planning were initially modelled using
themes developed around well-established ‘PESTLE+ framework to build an expectation of
future conditions by reference to the following factors:

Political

Economic

Social

Technological
Legislative
Environmental; plus
Health

5.6 An assessmentof likely outcomes against each of the scenarios of this framework was used to
develop the Core Planning Assumptions, against which the service strategies and the Draft

Budget were developed.
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5.7 Directorate growth pressures have been subjecttoanumber of iterations; culminatingin
indicative pressures forthe Draft Budget of £71.7m, including £8.5m of increased capital
financing costs.

5.8 Todate, efficiencies of £49.8m have beenidentified. Togetherwithasmallincreasein
funding of £2.4m (as setout in para 5.29), these developments givea gap yet to be closed for
2022/23 of £19.5m, as shownin Table 2 below.

5.9 Furtherinformation on pressures and efficiencies for each Directorate issetoutin AnnexA.

Table 2: Summary Draft Budget Position for 2022/23

Budget
Pay and | Demand Total Envelope
Base | Contract | and other Budget (initial
Budget | Inflation | pressures |Efficiencies REL[VI(=E allocation of

Directorate £m £m £m £m IMEHENE funding) £m [ENEETE0)

Adult Social Care 377.2 15.5 22.6 (19.4) 395.8 369.6 26.2
Public Service Reform and Public Health 34.0 0.2 0.2 (0.3) 34.0 34.0 0.0
Children, Families and Lifelong Learning 219.7 11.3 5.0 (13.8) 222.3 220.1 2.2
CFL - DSG High Needs Block 23.8 0.0 34 0.0 27.2 18.5 8.6
Environment, Transport and Infrastructure 140.3 3.5 2.5 (6.5) 139.8 137.5 2.3
Community Protection Group 37.3 15 0.8 (0.2) 39.4 36.6 2.9
Customer and Communities 11.0 0.6 0.1 (0.8) 10.9 10.8 0.2
Prosperity, Partnerships and Growth 1.3 0.0 0.2 0.0 15 1.3 0.3
Communications, Public Affairs and Engagement 1.7 0.0 0.2 0.0 1.9 1.7 0.2
People and Change 6.6 0.1 0.0 (0.2) 6.6 6.4 0.1
Resources 69.2 1.9 1.4 (3.6) 69.0 68.4 0.6
Central Income and Expenditure 82.6 6.0 (5.4) (5.0) 78.2 86.3 (8.1)

Directorate Total 1,004.7 40.7 31.0 (49.8) 1,026.6 991.1 35.5

Central Funding 1,004.7 (2.4) 1,007.1 (991.1) 16.0)
______

Council Total 40.7 28.6 (49.8) 19.5 19.5

5.10 Given the level of uncertainty, a gap of £19.5m (2% of likely net revenue funding) represents
acceptable progressin balancing the budget at this early stage. Uncertainty still surrounds our
funding position, the likely impact of Covid-19and the extentto which Government measures
will reduce the burden on the Council. We will be more certain once the provisional settlement
isissuedin mid-December, howeverin the absence of additional funding or further efficiendies,
the Council may needto use some or all of the balance of 2.5% AdultSocial Care Preceptfrom
last financial year to close the gap. The extent to which this is necessary will depend on the

allocation of funding from the Local Government Finance Settlement in December, and
confirmation of District and Borough Council Tax Bases in January.

National Funding Context
Background

5.11 On 39 March 2021, the Chancellor of the Exchequer, the Right Honourable Rishi Sunak,
delivered the Government’s Budget 2021!. As a result of the continuing Covid-19 pandemic,
the Chancellor set out several measures to deal with the economicimpact, announcing an
additional £65 billion of measures over this yearand next, to supportthe economyinresponse

1 Budget 2021 - GOV.UK (www.gov.uk)
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to coronavirus. The launch of the three-year Spending Review (SR21) and announcements of
fiscal envelopes were delivered on the 27" October. Headlines are set out in the following
section.

5.12 Economicdata shows some positive signs with Gross Domestic Product (GDP) growing strongly
(4.8% growthin Aprilto June 2021 comparedtothe previous 3 months?). Following the record-
breaking drop in GDP in 2020 (-9.9%3), it is possible that GDP might achieve its pre-pandemic
levels by the end of the year. However, there are signs of strain in areas such as workforce
shortages. Thereisalsoconsiderablegrowthininflation (linked inthe maintoelevatedenergy
price inflation) with Bank of England forecasting it to rise to slightly above 4% in 2021 Q4 and
potential to rise further.*

5.13 Overall Government borrowing in Q1 was down over 19% from last year® and lower than the
Office for Budget Responsibility’s (OBR) forecasts in March 2021. In addition, it is anticipated
that the OBR will reduce their forecast of scarring to the economy as a result of the pandemic
from 3% of GDP to the Bank of England’s estimate of 1%°.

Spending Review

5.14 One 7" September 2021, the Chancellor launched the Spending Review 2021 (SR21) which
concluded on 27" October 2021 alongside an Autumn Budget. “The three-yearreviewwillset
UK Government departments’ resource and capital budgets for 2022-23 to 2024-25 and the
devolved administrations’ block grants for the same period””.

5.15 The Spending Review Headlines for Surrey County Council are as follows:

Revenue

e The Spending Review announced an average 3.8% per annum rise in spending for
Government departments; a cash increase of £150bn by 2024/25 (£90bn real terms);

e Asaresult, Local Governmentshould see anincrease in Government grants of £1.6bn per
year for each of the next three years - a total of £4.8bn;

e Of this, SCCcould expectto receive c£16m perannum of new grant funding, however the
actual allocation will depend on the distribution method used by DLUHC and so could vary
significantly either side of this range.

e No new funding has been announced for ongoing Covid-19 pressures;

e The Spending Review made no mention of the Fair Funding Review or Business Rates
reform —itis currently assumed this will take place in 2023/24;

e The core Council Tax referendum threshold is expected to remain at 2% per year;

e The Adult Social Care Precept limitis expected to be set by DLUHC at 1% per year, plus
flexibility to carry forward unused amounts from 2021/22;

e ForSurrey County Council, added to last year’'s 2.5% flexibility, atotal of 3.5% is therefore
available for 2022/23. Each 1% generates c.£7.9m; and

2 GDP firstquarterly estimate, UK - Office for National Statistics (ons.gov.uk)

3 GDP monthly estimate, UK - Office for National Statistics (ons.gov.uk)

4 Letter from the Governor to the Chancellor regarding CPl Inflation - September 2021 (bankofengland.co.uk)
5 Budget deficitcontinues to fall faster than expected - Office for Budget Responsibility (obr.uk)

6 Bank of England Monetary Policy Report May 2021

7 Chancellor launches vision for future public spending - GOV.UK (www.gov.uk)
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e Funding from the National Insurance increase (Health and Social Care Levy) will come to
Local Government in 2023/24 at the earliest, along with new responsibilities.

Capital

e Nationally, £2.6 billion of SEND capital investment was announced overthree years —
tripling current SEND capital funding to over £900m by 2024/25;

e Usingprevious allocation methods, Surrey County Council’s share could be up to £20.7m
i.e.anadditional c£14m overthe nextthree years, howeverthisis notguaranteed. The
Capital Programme includes a comprehensive SEND investment programme so any
additional grant will reduce our need to borrow to fund the required investment;

e A further £370m was announced to reform children’s care, improve access and provide
more residential care forchildren who need it. Potentially this will allow Local Authorities
to bidfor fundingto establish innovative approachesto reduce the number of children
needingcare overtime.

e Additional investment was announced to tackle climate change; including active travel,
decarbonisation and tree planting. The amount available for Local Government, and the
mechanism forawardingtoindividual authoritiesis yet to be confirmed.

2021/22 Provisional Local Government Finance Settlement (provisional LGFS)

5.16

The 27" October2021 announcements confirmed the budgetforthe Departmentfor Levelling
Up, Housingand Communities (DLUHC) and the Local Governmentshare; with a£1.6bn per
yearincrease. Followingthis, the allocation toindividual Councils will be announced, likely to
beincludedin December’s Local Government Finance Settlement.

The impact of Covid-19

5.17

5.18

The budget for 2021/22 was approved by Full Council on 9th February 2021, with netrevenue
funding of £1,003.6m (lateradjustedto £1,004.7m to reflectanincrease grantfunding,
including PublicHealth). Within the budget, Covid-19 caused areductioninthe Council Tax
Base of 0.9%, suppressing the Council’s funding by atleast £7m; (mainly through increased
Local Council Tax Supportand reduced collection rates). Underlying Busines Ratesincome
reduced by £6m. The Collection Fund deficit (based on the impact of Covid-19in 2020/21)
reduced funding by afurther £32m.

The 2021/11 budgetincluded £54m of one-off Covid-19funding, itemised in Table 3 below.
£20m of this consisted of additional Covid-19 Emergency funding (confirmedin the LGFS
2021/22) for Directorate expenditure and afurther £34m to partly mitigate the impact of
reduced funding set outabove. Covid-19 continuesto dominate the budget, both in terms of
thein-yearoverspend (setoutinsection7), the level of ring-fenced grant used to deliverthe
Covid-19response in 2021/22 and the impact of fundingfallingaway in 2022/23. The impact
of Covid-19(particularly on Adult and Children’s Social Care) continues well into the medium-
termand is expected to exceed £20m for 2022/23. In the absence of Governmentfunding,
2022/23’s budget (forthe firsttime) includes an unfunded Covid-19 pressure.

Table 3: One-off Covid-19 Grant Funding

| Covid-19 grants provided on a one-off basis in 2021/22 | £m

Emergency funding 20.0
Business Rates S31inyear reliefsand exemptions 2.7
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Business Rates S31 extended retail discount 19.2
Local Council Tax Support Grant 8.6
Local Tax Income Guarantee scheme 3.4
Total 54.0

5.19 The total financial cost of Covid-19for 2020/21 consisted of unexpected spend, lostincome
and delayed efficiency programmes of £137m; 14% of our original budgetforthe year. This
was offsetin part by specificgrants from Government of £81m, leaving anet of £56m to be
met from emergency funding. Total emergency funding for expenditureand lostincome for
2020/21 amountedto £62m. Of thisamount, £6.2m was held in reserve to meet ongoing
pressures. Of the £20m additional Covid-19receivedin 2021/22, £15.1 was allocated to
Directorate budgets with the remaining £4.9m heldin contingency. The total contingency for
the year currently sitsat £11.1m.

5.20 Specificfundingfor Directoratesin 2021/22 includes carry forwards on the Contain Outbreak
Managementfund and Test and Trace grant, both held by the PublicHealthteam andinyear
allocations for Infection Control funding of £18.3m (£35m was previously awarded in 2020/21)
and the Rapid Testing Fund grant of £11.1m (£4.7m was previously awarded in 2020/21).
Funding was also provided to Council to help those self-isolating with practical support, with
additional payments due shortly.

5.21 Withthe ongoing pandemicand uncertainty around aspects such as Variants of Concern, the
situation will continue to be monitored closely. Itis expectedthe impact will continueto be
feltin medium-term financial planning which will be significantly more challenging than would
have been the case prior tothe emergence of the virus.

Funding Assumptions for 2022/23

5.22 The most significantinfluence onthe Council’s fundingisthe long-planned implementation of
fundamental Government funding reform; the Review of Relative Needs and Resources,
alternatively referred to as the Fair Funding Review. Reformis likely to see Surrey’s funding
drop significantly over the medium-term. Ourinitial planning assumptions assumed that
reformwas to be implemented for 2022/23, howeverthis has now been discounted and
2022/23 isbased on a roll-forward of most grants, with an assumption of additional funding
from the DLUHC £1.6bn allocation.

Council Tax Funding £797.5m (Core funding £799.9m less collection fund deficit £2.4m — detailsin
section 5.26)

5.23 Optimistic, neutraland pessimisticalternatives have been modelled. In each model the Band
D rate increases by 1.99% and the variable is the tax base. Alternatives considered were:

e The optimisticalternative assumesa 1% base growth in 2022/23, thereafter0.75%,
0.75%, 1.0%, 1.25%;
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e The neutral alternative assumes the tax base in 2022/23 revertsto the pre-Covid-19
level, anincrease of 0.87% from 2021/22, thereafter0.5%, 0.75%, 0.75%, 1%; and

e The pessimisticalternative assumesaflat base, nochange. Thereafter0.25%, 0.5% 0.5%
0.75%.

The neutral alternative has been adopted for the Draft Budget

For 2022/23 thereis scope to increase Council Tax by a further 3.5% forthe Adult Social Care
Precept (having notimplemented the full 3% available in 2021/22).

Business Rates funding £108.7m (Retained rates £112.2m less collection fund deficit £3.5m —
detailsin section 5.26)

5.24 Optimistic, neutraland pessimisticalternatives have been modelled. The optimisticand
neutral alternatives are based on a ‘roll forward’ settlement in 2022/23 and the pessimistic
alternative is based on reformimplemented in April 2022. Underthe roll forward options the
Government top-upisunchanged, and the variable is the level of locally retained rates.
Alternatives considered were:

e The optimisticalternative is based on retained rates remaining stable, with funding
reform commencing April 2023 and transitional arrangements smoothing the impact over
5 yearsto a baseline fundinglevel of c.£5m;

e The neutral alternative assumes a 5% decrease from 2021/22 planned Non-Domestic
Rates (NDR) income; with funding reform commencing April 2023 and transitional
arrangements smoothingthe impact over5yearsto a baselinefundinglevel of c.£5m;
and

e The pessimisticalternative assumes reform commencesin April 2022 with current
baseline fundingand grantsrolledin beingaround 80% of their 2021/22 value. Thereafter
transitional arrangements smooth the impact of funding reform overanotherfouryears,
to a baseline fundinglevelof c.£22m.

The neutral alternative has been adopted for the Draft Budget.
Grant funding £100.8m
5.25 Optimistic, neutraland pessimistic alternatives have been modelled. Alternatives considered
were:
e The optimisticalternative assumes grants remain broadly atthe 2021/22 budgeted level

(exceptforgrantsthat we know decrease, forexample New Homes Bonus legacy
payments);

¢ The neutral alternative applies amore likely level of funding with one-off Covid-19grant
removed butan additional £16m from the new £1.6bn allocation to Local Government;
and

e The pessimisticalternative assumes funding reform willtake place and sees Business
Rates grants, Social Care grant and PublicHealth Grant ‘rolled in’ with reform and
assumes othergrants remain broadly at the 2021/22 budgeted levelwith some likely
changes(e.g. Covid-19)

For all scenarios, centrally held grants are minimal postreform.
The neutral alternative has been adopted for the Draft Budget.

Collection Fund
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5.26 For Council Tax the neutral (adopted) alternative assumes the 2020/21 deficit was
understated by 10% as Covid-19 continued to have a significant effect beyond the finalisation
of 2021/22 estimates (increasing the deficit) and that 2021/22 elementwill have aminor
surplus. The 2021/22 surplusis based on Council Tax collection fund usually ending the yearin
a positive position. Thereafter Council Tax reverts to maintaininga modestin-yearsurplus of
¢.0.5%.

5.27 For Business Ratesthe neutral alternative assumes the 2020/21 deficit was understated by

10% (increasing the deficit) and that 2021/22 will resultin afurther minordeficit. Thisis

because (more often than not) the Business Rates collection fund would end the yearin

deficit. Thereafterthe Business Rates collection fund produces anin-year deficit, c2.5% of
current NDR income.

5.28 The net effect of both of the above is a deficitin 2022/23 (c.£6m) and 2023/24 (c.£2m)and
small surplus (£1.5m) for the final three years of the MTFS.

Overall Funding

5.29 The assumptionssetoutabove resultinoverall funding as follows; with 2022/23 funding,
overall, being £2.4m higherthan 2021/22:

Table 4: Projected Funding over the Medium-Term

Likely Funding Breakdown 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27
£m £m £m £m £m
Council Tax 777.6 799.9 819.9 842.5 865.7 891.7
Business Rates 110.3 112.2 146.0 110.8 75.6 40.4
Grant Funding 148.4 100.8 32.0 31.7 31.5 31.3
Funding before collection fund 1,036.3 1,013.0 997.8 985.0 972.8 963.4
CT collection fund (8.9) (2.4) 1.4 3.9 3.9 3.9
BR collection fund (22.7) (3.5) (3.3) (2.4) (2.4) (2.4)
Total funding 1,004.7 1,007.1 996.0 986.5 974.3 964.9

CIPFAResilience Index Update

5.30 The 2021/22 Budgetand Medium-Term Financial Strategy to 2025/26 report to Council in
February provided an update onthe Council’s performancein the CIPFAresilience index,
based on provisional 2019/20 data. CIPFA have now released the final datafor2019/20 which
confirmsthe findingin February’sreport, in particular showingimprovementsin the level and
direction of travel onreserves. The datafor2020/21 has not yetbeenreleased but will be
analysed forthe final budgetreportfor February 2022, ifitisavailable.

5.31 Whilstthe 2020/21 Resilience Indexdatais notyet available, we would again expectit to

show a furtherimprovementinresilience, particularly inrespect of retained reserves which

now as a resultof the 2020/21 outturn position slightly exceed the upperend of the 5%-10%

range recommended by ourexternal auditors, Grant Thornton.

CIPFAFM Code of Practice
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5.32 CIPFA hasdevelopedthe Financial Management Code (FM Code), 'designed to support good
practice in financial managementandto assist local authorities in demonstrating their
financial sustainability.’

5.33 In preparationtoadoptthe Code, overthe course of 2020, officersreviewed the guidanceto
determine where SCC meet the standards. This review has concluded that:
* the Council can demonstrate overall compliance with the standards;
* evidence could be strengthened forasmall number of indicators; and
* thereareseveral areaswhere, as a result of various changes overthe past twoyears
including the Finance Improvement Programme and the Finance Academy, the Council’s
arrangements exceed the standards

5.34 A wide-ranging review in collaboration with fellow County Councils is planned to take place in
the remainderof 2021/22 to review areas where further development orimprovement would
be beneficial.

6. DRAFT CAPITAL PROGRAMME 2022/23 TO 2026/27

Overview

6.1 Thissection providesanupdate onthe development of the Capital Programme for 2022/23 to
2026/27, takingintoaccount work that has been carried out by officers and Cabinet Members
overthe last six months.

6.2 Overthelast twoyearsthe Council’s capital ambition and delivery has grown significantly. We
continue toinvestinthe County, alighed to the corporate priorities of the Council and in the
areas of mostimportance to ourresidents. Aligned to this, the Council declared a Climate
Emergency asit recognises that environmental sustainability has to be at the core of what we
do especially when delivering a Capital Programme of thissize. Ouraspirationsinthisspace
are highand we are continuing to work with external partners forinnovative ways to deliver
our greenagenda, ina way whichis affordable forourresidents. We are alsoinvestingin
other equallyimportant priorities such as school places including for children with special
educational needs and disabilities, infrastructure and Adult Social Care accommodation with
care and support.

6.3 The Capital Programme planning process began in June this year, maintaining the trend of
startingthe process earliereach yearas part of a continual drive toimprove governance,
deliverability and accountabilityin capital.

6.4 During2021/22, the officer-led Capital Programme Panel (CPP), ensured that the framework
for setting the Capital Programme continues to focus on outcomesforresidents, deliverability
and affordability and contributes to the Community Vision for Surrey 2030 and aligning with
the organisation’s priorities:

e Growinga sustainable economy so everyone can benefit;
e Tackling healthinequality;

e Enablingagreenerfuture;and

e Empowering Communities.
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6.5

6.6

6.7

6.8

6.9

6.10

Governance of the Capital Programme isled by CPP and the three Strategic Capital Groups
(SCGs) for Property, Infrastructure and IT with support from Finance and Members. The SCGs
are tasked with developing the Capital Programme based on an asset planningapproach to
ensure that affordable, valuefor money capital solutions are identified to meet the needs of
residents.

CPP provides additional assurance that capital plans fitin with corporate priorities and that
deliverability and benefits can be achieved. In collaboration with Finance, the impact of the
Capital Programme onfinancial resourcesis assessed with each new iterationto ensureiitis
sustainable, with particularfocus on overall borrowing levels and borrowing costsin the
mediumtolongterm.

Officerswork closely with Cabinet to shape the development of the Capital Programme.
Cabinetapprove the addition of new schemes, as well as transfers from the capital pipeline
into budget, following the rigorous business case process. Assurance onthe delivery of high
priority schemesisalso provided through the Major Projects Board as well as specific project
boards for individual major schemes.

Governance structures, processes and procedures of the Capital Programme are continually
assessed to strengthen financial management, decision making, and accountability. This
includesinternalaudit, externalreviews and work led by CPP and SCGs in collaboration with
Finance.

In 2021/22, there hasbeenincreased focus on deliverability and benefits realisation of the
Capital Programme (particularly those programmes or projects whose investment delivera
revenue stream), aligning with the corporate approach to benefits delivery. The work has
been driven through CPP as part of an action plan to improve capital governance and provide
bettervalue for money. As a result of this ongoing work, there have been anumber of
improvements:

e Thedevelopmentof anew businesscase template (based onthe Treasury’s Five
Case/Green Book Model) to improve understanding of the benefits of the Capital
Programme across individual projects and across the programme as a whole;

e Clearbenefitgovernance, with benefit profiles identified at the inception of a projectand
benefitownersidentified;

e An updatedfinancialmodel to ensure accurate datais captured for self-financing
projects;

e Reportinginto Benefits Board, driving benefit aggregation and realisation across the
Council.

CPP will workin collaboration with SCGs, the Benefits Board and benefit owners (such as
specificservices) to ensure that the Capital Programme delivers the intended benefits.

Due to the growingsize of the Capital Programme, considerable additional work has been
undertakento assess the impact of borrowing costs on the revenue budgetin the short,
medium and long-term. As aresult of this work the following have been used as the
foundations forestablishing the Draft Capital Programme:
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6.11

6.12

6.13

6.14

6.15

6.16

e Clearidentification and prioritisation of schemes that will be self-funded, with borrowing
costs directly metfromthe operating model through income and efficiencies. These
schemesare nota burden on the revenue budget;

e Establishingaborrowinglimitforschemesthat will be funded centrally and setting outan
improved framework to ensure prudent decisions are taken in the approval of capital
schemes with “unfunded” borrowing, to prioritisethose that provide the best valuefor
money;

e An updatedbusiness cases format for CPP to capture in more detail whetherindividual
schemes are self-funded with a focus on how borrowing costs will be covered; and

e An updated financialmodelling tool, supporting business case approval to provide
additional detailaround timing of project delivery, benefits realisation and borrowing
cost implications forindividual schemes.

In additionto the above, Infrastructure and Property SCGs have set up Project Management
Offices (PMOs) to further develop project management capacity and improve timely
production of robust business cases for pipeline projects and accelerate the conversion of
approved business cases to project delivery. The PMOs will also be key in benefit realisation
and postcompletion reviews and will work collaboratively with the Benefits Board.

The above measures have strengthened governance in the Capital Programme atall levels,
withregularupdatestakento CPP. Furtherworkis required to embed new processes and to
develop further measures to continue to address findings of previous governance reviews.

The changesin structure, governance and processes from the prioryearregarding capital
budget setting, monitoringand delivery have been embedded as business as usual. These
modifications have led to cultural change and new processes as the Council seeks to
continually improve governance and financial management.

For commercial capital investments, the Strategic Investment Board (SIB) monitors the
Council’sinvestment properties and subsidiary companies to ensure satisfactory performance
and effective risk management. The financial returns delivered by trading and investment
helptoensure thatwe continue to deliver quality services to our residents.

SIB provides effective oversight, ensuring alignment with the strategic objectives and values of
the Council. SIBsafeguards the Council’s interests and takes decisions in matters thatrequire
the approval of the Council asowner or as a shareholder of acompany. We are currently
undertaking a health-check of governance and oversight of the Council’s subsidiary
companies, drawingon lessons from elsewhere. Initialfindings are that governance and
oversightisgood, althoughimprovements will be made to further safeguard the Council.

The Capital Programme is split between approved budget and capital pipeline. The pipeline
allows the Council to reflect on ambitious spending plans providing avision of the future to
assess againstemerging priorities and estimate potential impacts on the revenuebudget, in
particular borrowing costs. Pipelineschemes act as a placeholderforschemesin early stage of
development which are moved into the approved budget only when their benefits and
deliverability are adequately demonstrated to CPP and Cabinet.
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6.17 Overthe Summer, spendingplans have beeniterated and the SCGs have come forward witha
refreshed set of proposals, which have been adapted to reflect priorities and available
financial and operational resources. Each month CPP scrutinises the latestiteration with
particularfocus on deliverability (both in the programme itself and against the pipeline),
benefits and funding assumptions, with particularfocus on overall borrowing levels and
borrowing costs. The latestiteration of the Capital Programme is set outinthe sections below.

Capital Programme — MTFS Budget and Pipeline Summary

6.18 The draft Capital Programme is setout in more detail in AnnexB. Furtherworkis requiredto
review proposed allocations, delivery plans and to demonstrate the benefit of new schemes.
The outcome of this work will be presented in detail to Cabinetin January as part of the Final
Budget Report.

6.19 The proposed Capital Programme overthe five-year MTFSis £1.9bn, unchanged fromthe
£1.9bn inthe MTFS approved by Council in February 2021, the composition by SCGis shown
belowinTable 5.

6.20 Therevised Capital Programmeiis splitbetween a proposed budget of £982m, pipeline of
£873m includinga £90m allocation for Your Fund Surrey (YFS) (the latterassuming that £10m

of YFS grants are made in 2021/22). A breakdown of the Capital Programme is provided
below. A detailed project breakdown is provided in Annex B.

Table 5: MTFS Draft Capital Programme by Strategic Capital Group:
Total Capital Programme £1.9bn

IT(£46m) YFS (£90m)
2% 5%

Infrastructure
(£941m)
51%

Property (E777m)
42%
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2022/23 2023/24 2024/25 2025/26 2026/27 MTFS Total

(£€m) (€m) (€m) (€m) (€m) (€m)

Property
Budget 91.4 103.4 89.9 78.3 54.5 417.5
Pipeline 78.7 127.6 94.0 50.4 9.0 359.6
Total 170.1 230.9 183.9 128.7 63.5 777.1
Infrastructure
Budget 114.4 118.0 83.7 104.8 122.3 543.2
Pipeline 41.4 92.4 111.8 94.4 58.1 398.0
Total 155.8 210.4 195.5 199.1 180.4 941.2
IT
Budget 3.3 5.0 7.9 2.4 2.4 21.1]
Pipeline 6.9 10.5 3.0 3.0 2.0 25.4]
Total 10.2 15.5 10.9 5.4 4.4 46.5
Your Fund Surrey 20.0 20.0 20.0 20.0 10.0 90.0
Budget 209.1 226.4 181.5 185.5 179.2 981.7
Pipeline 146.9 250.5 228.7 167.8 79.1 873.0
Total 356.1 476.9 410.3 353.2 258.3 1,854.7

2022/23 2023/24 2024/25 2025/26 2026/27 MTFS Total
Financing (£m) (€m) (£m) (€m) (€m) (£€m)
Grant / Contribution 115.8 147.5 125.4 127.8 78.3 594.8
Receipts 0.0 0.0 0.0 0.0 0.0 0.0
Revenue 6.8 6.9 6.4 5.9 5.9 31.9
Funded Borrowing 65.7 98.9 70.5 43.1 29.2 307.3
Unfunded Borrowing 167.8 223.7 208.0 176.3 144.9 920.7
Total 356.1 476.9 410.3 353.2 258.3 1,854.7

6.21 Asthe Capital Programme hasincreasedinsize from £1.4bn three yearsagoto £1.9bn for the
lasttwo years, planned borrowing hasincreased considerably. The Council has carried out
detailed modelling on the impact of the MTFS on borrowing costs and borrowing limits. This
modelling hasled to a limit of new borrowing on schemes that have “unfunded borrowing”,
where efficiencies are already factored into the revenue budgets in the MTFS and therefore
borrowing costs will be paid forcentrally.

6.22 The borrowinglimithasbeen established from 2026/27 onwards, afterthe delivery of the
current Capital Programme and maintains the revenue cost of borrowing at the level approved
inthe previous Medium-Term Financial Strategy. The indicative limitfor 2026/27 is £40m of
new borrowing, excluding self-funded schemes.

6.23 Self-funded schemes do not counttowardsthe limit on borrowingas they pay for theirown
borrowing costs through efficiencies orincome generated within the operating model. These
schemes will be scrutinised in detail at business case stage and be assessed during
implementation and completion to provide assurance that benefits are realised and borrowing
costs covered. When there is deviation, agovernance framework exists to escalate accordingly
and take action.

6.24 Borrowing forthe Capital Programme is an essential tool to enable the Council to meetits
objectivesinthe mediumtolongterm. Many schemes that have unfunded borrowing receive
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6.25

considerable match fundingand are critical to improvinginfrastructure in the county, enabling
the continuation of providing statutory services, improving services and tacklingemerging
priorities such as climate change.

Capital spending plans will lead to an increase in borrowing costs overthe MTFS period from
£47m in 2022/23 (fundingexisting borrowing)to £79m by 2026/27. To finalise the Capital
Programme, CPP and SCGs will continue to test the justification, affordability and prudence of
plansto increase borrowing. Thiswillbe reflected inthe Final Budgetandinthe Treasury
Management Strategy and associated prudentialindicators; both setto be approvedin
January 2022.

MTFS Capital Budget 2022/23 to 2026/27

6.26

6.27

A total of £982m of schemes are included in the proposed approved capital budget overthe
MTFS (excluding pipeline). Business casesforthese well-developed schemes have been
prepared and subjected to appropriate testingand scrutiny before being approved. The
schemes will be monitored during the year for cost control, deliverability and to ensure
budget estimates remain realistic over the period of the Capital Programme. Table 6 below
shows a breakdown of budget schemesintothe three SCGs overthe MTFS period:

Table 6: MTFS Draft Capital Budget by Strategic Capital Group (excluding pipeline):

Strategic Capital Group MTFS Budget (£m)
Infrastructure 543
Property 418
IT 21
Total Budget 982

These schemes deliver priorities across the county, includinginvestmentin schools, the
transport network, flood alleviation, making the most efficient use of the corporate estate and
providing supporttovulnerable residents. The top 10 schemesin the Capital Programme
(excluding pipeline) make up 81% of the total estimated budget:

e £200m - Highway Maintenance —improvements to roads and footways across the County

e £135m - Schools BasicNeed —increasing school places and building schools across the
County

e £100m - Surrey Flood Alleviation - River Thames Programme (element within the 5-year
MTFS)

e £84m - Recurring Capital Maintenance Schools —County wide schools maintenance
programme

e £60m - SEND Strategy (Phases 1-3) —increasing sufficiency of provision for special
education needs and disability in schools across Surrey

e f£57m - Recurring Capital Maintenance Corporate (Non-schools) —County wide
maintenance of service buildings, community facilities and offices

e f£51m - Bridge/Structures Maintenance —improvements and safety maintenance of
specialistinfrastructure

e £43m - A320 North of Wokingand Junction 11 of M25 — Homes England grant funded
road and junctionimprovements
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e £31m - Looked After Children (LAC) Schemes - capital investment across our residential
estate toincrease capacity in Surrey

e £27m - Surrey Flood Alleviation - Wider Schemes —programme of works across the
County for flood protection

Your Fund Surrey (YFS)

6.28

6.29

6.30

‘Your Fund Surrey’ is a capital fund announced by the Council inits 2020/21 Budget which will
run from 2021/22 to 2026/27 and allocate £100m overthe period. The fund aimsto bring
community-led place-making or place-improving projects to life at a scale to make a significant
impactand deliverareal legacyincommunities. YFSis a key part of the Capital Programme,
enablingthe Council to achieve the priority objective of empowering communities to be able
to tackle local issues and support one another.

The scheme is fully operational, awarding the first fundsin October 2021 following
considerable interest from communitiesin Surrey fora diverse breadth of projects. Successful
projects which gain funding willbe monitored to ensure delivery against agreed outcomes.

Decision makingand governance includes scalable measures that reflect the scope of the bids
to ensure a streamlined process. The YFS Panel will provid erecommendations to a two-tier
delegated authority to approve bids and transferappropriate amounts to the approved capital
budget forsuccessful applicants. The Your Fund Surrey Advisory Panel will advise on and
inform final officerrecommendations to the appropriate decision makeronthe proposed
funding awards to be made. All financial decisions will then be taken within the County
Council’s formal decision-making process. The proposed delegated authority is as follows:

e Projectsupto £100,000 — delegated to the Executive Director with direct responsibility
for the delivery of Your Fund Surrey;

e Projects between £100,000 and £500,000 — delegated tothe lead Cabinet Member;

e Projects over£500,000 —decision taken by Cabinet.

2022/23 Capital Budget (excluding pipeline)

6.31

6.32

£209m is provisionally included in the draft capital Budget for2022/23 as setout inthe table,
below. Thiswill need to be thoroughly tested for deliverability priorto the final budget being
approved butis consistent with the scale of forecast delivery for 2021/22:

Table 7: 2022/23 Draft Capital Budget by Strategic Capital Group:

Strategic Capital Group | 2022/23 Budget(£m)

Infrastructure 114
Property 91
IT 3
Total Budget 209

Successful delivery of the 2022/23 budgetis a key part of ensuring the Capital Programme
overall remains on course. The focus of the 2022/23 budget will be on the schemes that
comprise the majority of forecast spend. The top 10 schemes account for c.£148m, or 71% of
the 2022/23 budget:
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e 40m - Highway Maintenance —improvements to roads and footways across the County

e f£31m - SchoolsBasicNeed —increasing school places and building schools across the
County

e f£17m - SEND Strategy (Phases 1-3) —increasing sufficiency of provision for special
education needs and disability in schools across Surrey

e f£16m - A320 North of Wokingand Junction 11 of M25 — Homes England grant funded
road and junctionimprovements

e f11m - Recurring Capital Maintenance Schools —County wide schools maintenance
programme

e £10m - Bridge/Structures Maintenance —improvements and safety maintenance of
specialistinfrastructure

e f9m - Recurring Capital Maintenance Corporate (non-schools) —County wide
maintenance of service buildings, community facilities and offices

e f£5m — Surrey Outdoor Learning and Development (SOLD)- Thames Young Mariners

e f£5m - StreetLighting LED Conversion —County wide LED replacementstreetlighting
programme contributingto carbon reduction

MTFS Pipeline Schemes 2022/23 to 2026/27

6.33

6.34

6.35

Pipeline schemesinclude proposals developed to a stage where they can be earmarked
against a flexible fundingallocation builtinto the wider Capital Programme. The pipeline
allows projectsto be approved during the year subject to business case approval. The SCGs
have come forward with an ambitious set of proposals to support key strategicpriorities and
safeguard the future for Surrey residents. The table below shows a breakdown of pipeline
schemesintothe SCGs overthe MTFS:

Table 8: MTFS Draft Capital Pipeline by Strategic Capital Group:

Strategic Capital Group MTFS Pipeline (£m)
Infrastructure 398
Property 360
IT 25
Your Fund Surrey 90
Total Pipeline 873

The pipeline is keyto the Council achievingits long-term objectives especially with regard to
meeting climate change targets and to create a greener future forresidents. Converting the
pipelineintorobustbusiness casesthat can be scrutinised forfunding, deliverabilityand
benefits through the existing governance frameworkis a priority for SCGs and CPP. The setup
of the new PMOs in Property and Infrastructure is a direct response toincrease pipeline
conversion and deliver priorities.

The Council is committed to continue working with partners to unlock opportunities across
the County, includinglarge scale infrastructure projects to significantly improve transport
links, unlock housing development for District and Borough partners and to regenerate towns
and local economies. The top 10 pipeline schemes based on estimated spend over the MTFS
period are shown below:
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e £115m - Surrey Infrastructure Plan —County wide large infrastructure schemes

e f£115m - Farnham Infrastructure Programme A31Hickleys Corner

e £63m - Extra Care Housing — part of the strategicambition to building 725 units of
affordable accommodation across Surrey by 2030

e £60m - SEND Phase 4 — a further phase of increasing sufficiency of provision for special
education needs and disability in schools across Surrey

e f44m - Independent Living—building new units of supported independentliving
accommodation as part of the broader strategicambition to support the development of
500 units of supported independent living for people with a Learning Disability or Autism
across Surrey

e £42m - Ultra Low Emission Vehicles - Bus Companies—supporting the adoption of low
emission buses across Surrey

e f£40m - Greener Futures - NetZero 2030 (part of £325m pipelineforgreenerfutures) —
measures to reduce the Council’s carbon emissions

e £28m - Corporate Asset Capital Programme Spend —estate rationalisation including
building community hubs

e f34m - Libraries Transformation Phase 1 (includes netzero activities) —investmentin
libraries across the County

e £22m - Pupil Referral Unit (PRU) Schemes —investmentin County PRUplaces and
improvements forimproved pupil support

6.36 Of the total pipelineallocationinthe MTFS, c.£325m or 40% is proposed forschemes that
contribute to reducing carbon emissions, tackle climate change and enableagreener future
forresidents. Afurther £140m is includedinthe capital budget, bringing the total to c.£465m.
The Council has broughtin expertiseto better understand and report on carbon impacts of
the Capital Programme and to set established processes for assessing capital plansand
capturing necessary information for business case scrutiny and benefits realisation.

6.37 All pipeline proposalsare subject to ongoing development, scrutiny and challenge to ensure
feasibility and deliverability before being approved to budget and confirmed into the Capital
Programme.

6.38 Successful delivery of the MTFS as a whole includes the considered conversion of 2022/23
pipelineschemes, subject to the propergovernance and approvals process. The below
schemes make up 71% of the 2022/23 pipeline proposaland will be key for SCGs to convert:

e £12m in GreenerFuturesand Low Carbon Transport
e f£26m in Agile Asset Strategy and Libraries

e £8m inPriority School Building Programme

e £20m in Infrastructure Schemes

e £20m in AultSocial Care Accommodation Schemes

6.39 The nature of the pipelineisto be a flexible portfolio of schemes that contribute to the

Council’s strategicobjectives. As aresult, SCGs may update the pipeline accordingly to adapt
to changing circumstances, emerging priorities and financial constraints.
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7.

FINANCIALPERFORMANCE 2021/22

7.1

7.2

7.3

7.4

7.5

The Month 6 Finance Update reportis reported to the same Cabinet on 30th November.
Headline performance is setoutbelow.

Revenue: As at September 2021 (M6) Directorates are projectingafull year £18.5m deficit
includinga £6.9m deficitonthe DSG High Needs Block (SEND); a£0.7m overall improvement
from M5. The 2021/22 budgetincludes General contingencies of £20m and DSG High Needs
Block contingencies of £9m, as such a balanced outturn overall is anticipated. However, itis
still the expectation that Directorates manage the overspend within theirbudget envelopes to
maintain overall budget resilience and reduce the pressure on 2022/23 and future years.

The Directorate positionis considerably more challenging than at the same pointlastyear,
leadingtoa significant roll-over of pressuresinto the 2022/23 budget. Withinthe £18.5m
deficit, the main variances are in Adult Social Care, Children, Families and Lifelong Learning
and inthe DSG High Needs Block:

e Adult Social Care: A £3.7m forecast overspend (including £3m one-off use of Contain
Outbreak Management Fund Grant): The average cost of care packages hasincreased
substantially compared to pre-pandemiclevels, due toincreased needs and in part the
impact of the discharge to assess system from hospitals.

e Children, Families and Lifelong Learning: A £7.7m forecast overspend, mainly due to
placementand staffing pressures within Children’s Social Care.

e DSG High NeedsBlock: A £6.9m forecast overspend, due to cost containment measures
currently beinginsufficient to hold the contribution to the deficit offsetting reserve to the
planned £23.8m. The total deficitis forecastto be £30.7m

Capital: The Council approved a capital budgetfor2021/22 of £184.9m in February 2021.
Duringthe year, this was resetto £202m to reflect subsequent Cabinet approvalsanda
reprofiling of schemes based on Quarter 1 forecasts. The forecastat M6 is forfull yearspend
of £192.7m; a reduction of £9.4m. The reduction relatestoanin-depthreview of the Property
programme, identifyingrisksin delivering planned projectsin the financial year.

The 2021/22 expected outturnforboth revenue and capital give us confidence that the
underlying budget, overall, is realisticand deliverable howeverthere are anumber of
challengesin Directorates (particularly in Adult Social Care and Children, Families and Lifelong
Learning) which significantly escalate the efficiency requirementin 2022/23. Where
Directorate variances are forecast to have an ongoing effect, these are builtinto the starting
pointfor2022/23 and includedinthe gap.
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8. MEDIUM TERM FINANCIALOUTLOOK AND STRATEGY 2022/23 TO 2026/27

Funding Context for the Medium-Term

8.1 Overthe medium-term, the gap between expected Directorate spending pressures and
projected funding grows significantly. By 2026/27, the Council will need to close a gap of
c.£160m.

Thisis driven by:
e  Growth pressures:includingdemand and inflation: c£210m;
e Increasedborrowing costs of the capital programme: £45m;
e  Plus, expected reductioninfunding: £40m;
o lessefficienciesidentified todate: c£135m.

8.2 Althoughourimmediatepriorityis understandably closing the gap and setting a balanced
budgetfor2022/23; our medium-term focus means thattransformation and service delivery
plans are developing now (through our ‘Twin Track’ process), which already go a significant
way to improving our medium-term financial outlook. These plans williterate asfunding
projections gain more certainty.

Table 9: MTFS Gap to 2026/27

2022/23 2023/24 2024/25 2025/26 2026/27 Total

£fm £fm £fm £fm £fm £fm
Brought forward budget 1,004.7 1,026.6 1,040.7 1,056.1 1,088.3
Directorate Pressures 63.5 38.3 374 37.2 33.9 210.3
Increased borrowing costs of Capital Programme 8.4 7.2 8.8 10.9 9.4 44.7
Identified Efficiencies (50.0) (31.4) (30.7)  (16.0) (9.3) (137.3)
Total Budget Requirement (after other measures) 1,026.6 1,040.7 1,056.1 1,088.3 1,122.3
Change in net budget requirement 21.9 14.1 15.5 32.1 34.0 117.6
Opening funding 1,004.7 1,007.1 996.0 986.5 974.3
Funding (reduction) / increase 2.4 (11.1) (9.6) (12.2) (9.3) (39.8)
Funding for Year 1,007.1 996.0 986.5 974.3 964.9
Overall Reductions still to find 19.5 44.6 69.7 114.0 157.4
Year on Year - Reductions still to find 19.5 25.1 25.0 44.4 43.4 157.4

Council Tax

8.3 The neutral scenario, considered to be most likely, is that Core Council Tax continuesto increase
within areferendum limit of 1.99% beyond 2022/23, with future decisions needed on the level
of Adult Social Care Precept.

8.4 Council Tax base is expected to revert to the pre-Covid19 levels in 2022/23, an increase of
0.87%; from 2021/22, thereafter0.5%, 0.75%, 0.75%, 1%. The increases from 2023/24 onwards
are in line with annual increases pre-Covid-19.

8.5 It isimportant to note that the Council's main funding source is Council Tax. On average, this
funds 80% of netrevenue expenditure. The impact of the actions taken to reduce the spread of
Covid-19and the subsequent financial impacts make this area particularly hard to predict with
certainty.
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Local Government Reform (Fair Funding Review, Review of Relative Needs and Resources, Business
Rates Reset and Social Care Reform)

8.6

8.7

8.8

8.9

The review of Local Government funding distribution, the Review of Relative Needs and
Resources or Fair Funding Review (FFR), and the move to 75% retention of Business Rates has
been delayed again with no new information on when they are likely to happen.

Confirmation over the timing of the reform is crucial to planning, not least because we
anticipate the results will reduce our overall funding. We assume transitional arrangements will
be put in place, so the pace of reduction is phased/more manageable. Under normal
circumstances officers would review technicalworking group papersas a highly effective means
of keeping informed about the potential direction of reform. However, working groups which
were previously developing the new system have been suspended and so the ability to gather
any new and robust intelligence has been somewhat reduced. In addition, previous formulas
and workings from FFR relied heavily on 2011/12 data including on populations, which will be
critically out of date if it is used without being updated.

Health and Social Care reform has moved on considerably withthe announcement of the Health
and Social Care Levy in September 2021. We will incur additional costs from the reform
proposals in two ways:

e Firstlythe implementation of a cap of £86,000, whichisthe maximum thatindividuals will
pay towards their care (excludingaccommodation costs). The capital limits willalso
increase from £23,250 to £100,000. The neteffectisthat Councils will needtofunda
greatershare of the care costs thatare currently paid for by self-funders; and

e Secondlyinthe form of marketequalisation on care costs. Self-fundersinfuture willbe
able to “ask theirlocal authority to arrange their care for themso that they can find
bettervalue care.” At the moment self-funders usually pay higher rates than theirlocal
authority and so there could be market equalisation of costs, whereby care costsin
general rise to meet this.

The Government have set out £5.4bn Social Care funding overthe next 3years, of which £500m
will be allocated for workforce reform. However, thislevel of funding falls well below what is
anticipated is needed across the sector and it is not clear how this funding will be allocated.

Business Rates

8.10 As set out in Section 5, the timing of Business Rates reform remains uncertain. Once

8.11

implemented the Council will see aninitial increase to Business Rate retention and a decrease
to grantincome as grants (such as PublicHealth) will be ‘rolled-in’ to the Business Rates formula,
along with the Business Rates Multiplier and Social Care grants. The level of Business Rates
retained has a direct relationship with funding reform and as such we expect this funding to
reduce over the remainder of the MTFS as transitional arrangements unwind.

Despite the lack of fundamental Business Rates reform, the Government did undertake a
consultationinthe Summerof 2021 on a package of reforms to support the delivery of a three
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8.12

-yearlyvaluations cycle. Revaluations have previously beenimplemented in 1995, 2000, 2005,
2010 and 2017. Legislation had beenintroduced to bring the next Business Rates revaluation
forward by one year from 2022 to 2021 but has now been postponed ‘to ensure businesses
have more certainty during this difficult time.” However, it is anticipated that this will be
implemented in 2022 and there will be a move to 3-yearly valuations hence forth.

It is worth notingthat inflationis currently rising. The Business Rates multiplieris set using the
September CPl and, as a result, is likely to increase by well above 2%. We expect the
Governmentto cap the increase in the multiplier once again (and to fund the difference via the
under-indexationSection 31grant). Thiswill offset, in part, the inflation pressures identified in
the revenue budget.

Grant income

8.13

8.14

8.15

Looking forward, the economic outlook is somewhat more positive than previously predicted
and the Chancellor has confirmed “day to day spending is set to rise by 2.1% per yearin real
terms”. It remains to be seen whether the DLUHC pass on a 3-year settlement and to what
extent any increases translate into Local Government funding.

Itisanticipated thatall forms of Covid-19funding, includingemergencygrants and tax and sales
income support schemes will stop.

The grants that we do not expect to be subsumed into overall funding reform are:

e New Homes Bonus —we have lobbied for clarity over legacy payment commitments and
whether2022/23 will be treated differently from previous years oris anew scheme will be
instituted from this year;

e Dedicated Schools Grant, expected to continue over the MTFS; and

e Private Finance Initiative —continues overthe duration of the MTFS however the element
relating to Waste ends in 2023/24 at which point only Street Lighting credits remain.

9. ENGAGEMENTAND CONSULTATION

9.1

9.2

Through Septemberand October, the Council commissioned Lake Market Research to carry
out researchinto Surrey residents’ priorities for our budget. The aims of the exercise were to:
e Raise awarenesswith residents of the context we are workingin, includinglocal budget
pressures, theirviews onthe needtotransform services and new approachesto service
delivery;

e Identifyresidents’ informed spending preferences; and

e Testspontaneousandinformed attitudes towards service changes and residents’ rolesin
supporting change —what would be acceptable, and what wouldn’t be acceptable.

A mixture of research methods was used as part of this approach to engage with residents:

e Two qualitative online workshops with 73 residents using deliberative techniques to
understand ‘informed’ views on specificissues. Residents were broadly representative by
age, sex, ethnicity, disability, working status and geographical location;

e A quantitative survey amongst 1,087 residents across Surrey who are statistically
representative of the Surrey adult population (aged 16 and over). Onlineand telephone
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9.3

9.4

9.5

9.6

9.7

9.8

surveying was adopted to ensure representation amongst the residents interviewed by
age, gender, ethnicity, rural / non-rural geography and socio-economicgroup; and

e Afinal deliberative online workshop with 35residents were invited back from the first
workshops fora second time to explore attitudes towards resident involvement and ways
inwhich the Council could continue to engage moving forward.

When presented with information about the Council’s financial context, residents expressed
theirsurprise atthe size of the savings required, and found it challenging to comprehend what
the impact would be onresidentsif all departments wererequired to find savings.

The services residents most wanted to protect from funding reductions was older people
social care forthose aged 65 and over; followed by waste services, children’s social care,
education services, fire and rescue and social support services (such as services to support
unpaid carers).

When residents were asked directly if they would agree with a 2% increase in Council Tax,
over half (54%) thoughtit should not be increased and the £80 million required savings, on
top of the £200 million already required overthe medium-term, should come from
somewhere else. However, when asked if they would support anincrease to protect the most
vulnerable, 67% of respondents agreed with anincrease under those circumstances.

When asked if they would supportup to 2.5% increase in the Adult Social Care Levy to spend
more on the care of the mostvulnerable adults and older people, 57% said they would
supportthisifthe Council decided to take up the option. Supportis higheramongstresidents
aged 65 and overand residents with adisability.

Otherthemes emerging from the research were:

e Residentswanted the Council to prioritise making efficiencies through better use of land
and assets and by supportinglocal communities to be more involved in delivery;

e Residentsstrongly supportedinvestmentin earlyintervention and prevention;

e Theyexpectservicestojoinup more effectively throughout planning and delivery to
strengthen the chances of improved outcomes;

e Theywant the Council to put residents most at risk of beingleft behindin Surrey at the
heart of decision-making, such as people who are digitally excluded;

e Residentsare demandingagreaterrole indecision-makingand deliveryintheirlocalities,
accompanied with more community engagement;

e Theyalsowant more practical guidance from authorities on changesthey could makein
theirlives to make a difference to theirlocal places and communities;

e Theywant the Council tolobby central government for furthersupportto enable the
county to achieve netzero by 2050.

For furtherinformation, Annex Cis a report of the key findings from the research programme,
including more detail on residents’ views on budget setting priorities and principles and
insight on specificareas the Council could explore as new approaches to service delivery for
the following areas: publichealth, adult social care, foster care, publicbus network, greener
measures, customer services, engagement / working together with residents, local economic
development, dry recyclingand libraries and registration services.
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9.9

9.10

9.11

9.12

Overthe Summerand early Autumn, we have also engaged Membersto gettheirviewsto
shape this Draft Budgetincluding the Member Budget Task Group an all-Member briefing and
early engagement with Select Committees during week commencing 18 October.

We have also been speakingto ourstaff about the current budget contextand other strategic
challenges. Forexample, the Leaderand Chief Executive have been discussing this in their staff
roadshowsin Octoberand have encouraged officers to share ideas and collaborate to help
close the budget gap.

We are also talking to partners to share our financial contextand explore opportunities for
collaboration toimprove outcomes and achieve efficiencies. For example, we are holding
discussions with Surrey Heartlands CCGto explore opportunities for joint working onissues
such as developing ashared approach to earlyintervention and prevention.

In Novemberto December 2021, engagement will continue with residents, businesses, district
and borough councils, other publicservice partners and voluntary, community and faith sector
organisationsto gettheirviews onthe draft budget, how resources are proposedto be spent
and the impact on residents and communities. The results from this will be published in the
final Budget paperforCabinetinJanuary and full Council in February.

10. NEXT STEPS

10.1

10.2

10.3

10.4

The Final 2022/23 Budget Reportand Medium-Term Financial Strategywill be presented to
CabinetinJanuary 2022 and ultimately approved by Full Council in February 2022.

Select Committees will undertake scrutiny of the Draft Budgetin mid-December with agreed
outcomes from that scrutiny, and the more detailed conclusions from resident engagement
reflected inthe final budget.

The provisional settlementis expected in mid-Decemberand confirmed in January, the
outcomes of which will feed into the Final Budget report to Cabinet.

At this pointwe are expecting to bring a balanced budget for2022/23 to Cabinetand Full
Council forapproval. The focusfor the intervening periodisto resolve the budget gap of
£19.5m. Thisis likely to be achieved through abalance of the following factors:

e Reviewincome andfundingassumptions - particularly in light of the Local Government
Finance Settlement;

e Ensurethat contingenciesinthe 2022/23 budgetare setat the rightlevel to deal with
continuing uncertainty around the economy, the impact of Covid-19andinflation, but
recognising the Council’simproved reserve resilience;

e Review Directorate budget envelopes forfurther efficiencies; and

e Developdetailed plansto accelerate c£5m of cross-cutting opportunities to accelerate
proposals from Track 2 of the “Twin Track’ approach.
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