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1. EXECUTIVE SUMMARY

Delivering priorities, ensuring no one is left behind

11

1.2

13

14

This Council is determined that the Community Vision for Surrey 2030 continues to be delivered to ensure
the countyis a uniquely special place whereeveryone 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 where no
oneisleftbehind.

Our Organisation Strategy sets out our contribution to the 2030 Vision. Withinit, the Council’sfour priority
objectives and guiding principal that no oneis left behind remain the central areas of focus as we deliver

high-quality and sustainable servicesforall.
o  Be

GROWING A TACKLING ENABLING EMPOWERING
SUSTAINABLE HEALTH A GREENER COMMUNITIES
ECONOMY INEQUALITY FUTURE

The purpose of the Budgetand Medium-Term Financial Strategy is to set out how the Council will use its
fundingtodeliverits priority objectives and core services. These priority objectives sit atthe core of the
budget process, leading ourapproach to allocating resources and developing investment plans.

The Council’s purpose and approach to improving the lives of residents across the four priority objectives,
as well asensuringthatno oneisleftbehind, issetoutin The Surrey Way (section 2) and reflected
throughout this budgetreport.

THE
SURREY
WAY

OUR PURPOSE
OUR ORGANISATION
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1.5 Theperiodcoveredinthe report, representsachallengingtime forthe Council’sfinances with inherent
uncertaintyinthe planning process and significant pressuresidentified in relation to both the high levels of
inflation being experienced nationally and ongoing forecastincreasesin demand forkey services. The
Chancellor’s Autumn Statement delivered on the 17" November 2022 set out an extremely challenging
medium term outlook forthe publicfinances, with Local Government unlikely to be spared the impact of
that overthe mediumterm. Itis therefore even more important that the Council continuesto directits
resources using the most efficient means possible towards achievingits purpose and priorities, while
ensuringthat core services are delivered to residents.

Developing the Draft Budget and Medium-Term Financial Strategy

1.6 The2023/24 Draft BudgetReportand Medium-Term Financial Strategy to 2027/28 updates on the progress
to deliverabalanced budgetfor2023/24 and outlinesthe continuation of ambitious, sustainable and
resilient medium-term financial plans, balanced alongside an uncertain political and economicnational
environment.

1.7 The Council has worked hard overrecentyearsto improve its financial resilience and the financial
management capabilities across the organisation. Fromthis strengthened position we have beenableto
be ambitiousinouroutlookandlook to continue to drive improvements and investmentin ourservices, as
well as enabling us to manage challenges and uncertainties, as evidenced throughout the pandemic. This
stability will not necessarily allow us to avoid difficult decisions, butit will allow us the time and space to
make themina considered and measured away, underpinned by an earned confidencein our ability to
deliver.

1.8 However, we recognise that this financial yearand the next 2-3 are likely to represent an extremely
challenging period and our focus will need to be on protecting service delivery in the firstinstance, not
retreating, but beingrealisticabout ourambitions whilst we manage the challenges ahead. We needto
focus on the mediumterm as well asthe delivery of significant efficiencies required each yearin orderto
deliverabalanced budget position. We are however confident that ourimproved financial position and
focus on budget accountability provides a solid foundation for us to achieve thisand that we will be able to
continue todeliverthe Council’s priorities.

1.9 Asinpreviousyears, the production of the 2023/24 budget has been developed through anintegrated
approach across Strategy, Transformation and Finance, based around ‘Core Planning Assumptions’ which
setout likely changestothe environmentin which we deliverourservices. The integrated approach
ensuresthatrevenue budgets, capital investmentand transformation plans are aligned with each
Directorate’s service plans and the Corporate Priorities of the organisation. Ensuringthat each aspect of
planningfor2023/24 and the medium-term are completely aligned provides a stable foundation for
delivering servicesto Surrey residentsinthe face of challenges presented by the cost of living crisis, the
medium term ongoingimpacts of the Covid-19pandemicand wider local government policy pressures.

The financial outlook

1.10 Local Governmentfunding remains highly uncertain, with a number of factors likely to resultin significant
changesto our funding position overthe medium-term (as setoutinsection 5). Fundingfor2023/24 isnot
yetclear, although the Autumn Statement provides the first officialindications of this. The anticipated
consultation on changestolocal governmentfunding overthe summerdid not occurdue to the prime
ministerial leadership contest. Through the fiscal event/mini budget on 23 September 2022 government
also made us aware that there will not be a new spendingreview which could have takenintoaccountthe
vastly differentlevels of inflation experienced compared to what was assumed when the current one was
announced lastyear. On 17 November, immediately priorto publication of thisreport to Cabinet, the
Chancellor of the Exchequer made furtherfiscal announcements through his Autumn Statement. Anumber
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1.12

1.13

1.14

1.15

of these were of direct relevance to our services and financial strategy, including the delay to the
implementation of Adult Social Care Reforms, additional funding for schools and social care and changes to
the levels of Council Tax rises that are allowable before areferendum, all of which have animpactonthe
Council’s budget position. This provided important pointers to what we mightsee inthe Local Government
Finance Settlement, and assumptions have been updated based on estimates of the impact, however the
firstopportunity tounderstand in detail the directimpact of funding arrangements for the Council will be
with the provisional Settlement itself, which is expected in late December, with afinal settlementin
January 2023. Until thisis available, significant uncertainty on funding remains.

The Autumn Statement set out the extent to which events such as government spending to combat Covid-
19 and mitigate itsimpact on business and individuals and more recently the mini budget announced by
Governmenton 23 September 2022 has putsignificant pressure on publicsector borrowingand hashad a
damagingeffectonthe UK economy, which inturninfluences the level of funding available for Local
Authorities.

The overall outlook for 2023/24 is one of significant challenge, with budget envelopes remaining relatively
staticin the face of substantial increasesin the cost of maintaining current service provision andincreased
demand. Despite asmallincrease inthe projected levels of funding, pressures anticipated for 2023/24 are
significantly higherthaninrecentfinancial years. These pressures relate to anumber of factors occurring
simultaneously, namely high levels of inflation, Europe’s energy crisis, workforce and labour shortages, high
interestrates and the ongoingimpact of the pandemic. The Council continuestosee large increasein
demandforservices, particularly within Adults and Childrens’ social care and the impact of the cost of living
crisison residentsis expected to furtherincrease demand forkey services. Inaddition, the projected cost
of implementing the Government’s Adult Social Care Reform proposals is anticipated to put significant
financial pressures of the Council overthe mediumterm, wellin excess of the funding being made
available. The recentannouncementto delay the implementation of these reforms reduced the immediate
pressures, but material uncertainty remains overthe mediumterm.

While the financial environmentis very challenging, the Council has established a strong track recordin
recentyears of delivering efficiencies and transformation and taking our financial management
responsibilities very seriously. The Finance Improvement Programme, implemented in 2018, enabled the
Council to strengthen its financial resilience and financial management capabilities before the impact of
Covidwasfelt. Thisenabledthe Council to approach the pandemicinaway that prioritised our residents.

Although good progress has been made overthe last few months, at the point of publication there remains
a provisional budget gap for2023/24 of £14.4.m, driven primarily by significantinflation, policy changes
and the need to maintain the delivery of priority services experiencing significant demand pressures. The
gap will require furtheractions to close, which will be extremely challenging, given the level of pressure
forecast, and may require the Council to postpone some activity that contributes directly to the
achievement of ourambitions. The extenttowhich further efficiencies will need to be identified, will be
dependentin part uponthe Local Government Finance Settlementin December, and confirmation of
Districtand Borough Council Tax Basesin January.

The gap in 2023/24 and the followingfouryearsis expected to continue to grow, based on current
projections, tothe orderof £221m. The Council recognises that tackling this gap will requirea medium-
termfocus and a fundamentally different approach. We are focusing notonly on 2023/24, but
simultaneously looking to address the medium-term horizon. Cross-cutting Directorate transformation
opportunities contributeto the efficiencies already identified in this Draft Budget and work continues to
identify additional areas of focus, including a planned organisational review.
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Engagement and next steps

1.16

1.17

1.18

1.19

1.20

1.21

1.22

In 2021, we carried outin-depth research with residents to understand their priorities for how the council
should spendits money. Residents indicated that they were willingto acceptincreasesin Council Tax and
the Adult Social Care Preceptif it was for the purpose of protecting services that work with some of the
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 preventative services and for placing
those residents most at risk of beingleft behind in Surrey at the heart of decision-making. Residents
wanted a more active role in what happensintheirlocalities.

These results continue to provide arobustfoundation from which to shape budget decision-makingand, in
2022, have been complemented by alightertouch approach to engagement. In May 2022, we held three
virtual focus groups exploring themes including factors that make a good place to live and what local area
improvements residents would like to see irrespective of whois responsiblefor their delivery. The groups
alsodiscussed services particularlyimportant to resident households and in need of more support from
Surrey County Council. They highlighted:

e Making sure people getaccesstothe servicestheyneed
e Helpingpeoplecope with the rising cost of living

e Community safety / managing crime / anti-social behaviour

Additionally, in August 2022, a cost-of-living survey was asked of the Surrey Health and Wellbeing Panel
which looked at areas includingthe challenges they have faced in the previous three months (1 May— 31
July) andif they had had to alter theirbehaviours. This survey will be repeated in winterto see if there has
beenany furtherchange.

The key findings show that while the majority of Surrey residents are notin crisis situations, they are
beginningto make cutbacks. Itis important to note that some residents are in crisis already.

We have also engaged closely with members, staff and partners to shape this Draft Budget and planto
continue engagement untilearlyintothe new yearasthe budgetisfinalised. Thisincludeslaunchingan
opensurveyin Novemberseeking views on the Draft Budget, how resources are proposed to be spentand
the impact on our communities.

Potential impacts of the budget proposals are considered by servicesin avariety of ways, including through
services’ own consultation and engagement exercises and the use of Equality Impact Assessments (EIAs).
ElAs are usedto guide budget decisionsand will be included in the final Budget paperalongside an
overview of the cumulative impact of proposed changes. At Surrey County Council, we considerimpacts not
juston the nine protected characteristics, butalso othervulnerable groups.

Between now and February 2023, when the budgetisapproved by Full Council, officers and Cabinet
Members will work closely togetherto close the current budget gap; challenge and refineassumptions and
finalise the development of the medium-term Capital Programme. Impacts of budget proposals, both
positive and negative, will also be considered by services including via Equality Impact Assessments which
will beincludedinthe Final Budget proposals.
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2. THE SURREY WAY: A HIGH PERFORMING COUNCIL, ENSURING

THAT NO ONE IS LEFT BEHIND

e 1 il

OUR ORGANISATION OUR PEOPLE

OUR PURPOSE

2.1  The Community Vision forSurrey 2030, which was created with residents, communities and partners on
behalf of the whole county, sets out how we all want Surrey to be by 2030. Together, we are all workingto
deliverauniquely special place where everyone has agreat start to life, peoplelive healthy and fulfilling
lives, are enabled to achievetheirfull potential and contribute to their community, and where no oneiis left
behind. The Council plays a big part inthe joint effort torealise thisvision.

2.2 Our purpose asa council is to tackle inequality and make sure that no oneis leftbehind; reinforcing the
aims of the Community Vision for Surrey 2030. Itisour responsibility asa council to support those in need
and deliver everyday improvementsto residentsin all walks of life.

2.3 We focuson a small number of organisational priorities that will let us create the conditions for Surrey to
thrive. Our Organisation Strategy (2021-26), sets out four priority objectives which reflect where we think

we can have the greatestimpact on tacklinginequality and improving outcomes for people living and

workinginthe county:

GROWING A
SUSTAINABLE
ECONOMY

We want to support
economic growth among
people and businesses
in Surrey. Economic

growth helps to improve
hedlth and well-being
and general living
standards. We will reorder
infrastructure plans in line
with the changing needs
of residents.

TACKLING
HEALTH
INEQUALITY

Drive work across the
system to reduce widening
hedlth inequalities,
increasing our focus

on addressing mental
health and accelerating
health and social care
integration to reduce
demand on services
while improving hedlth
outcomes for residents.

ENABLING
A GREENER
FUTURE

We continue to tackle
environmentdl issues,
improve air qudlity, and
focus on green energy to
make sure we reach our
net zero targets. We are
building on behaviour
changes and lessons
learned during lockdown
to make further progress.
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EMPOWERING
COMMUNITIES

We aim to empower,
enable and engage

communities to tackle
local issues and grasp
opportunities. It should
be easier for everyone to
play an active role in the
decisions that will shape
Sumrey’s future.




2.4

25

2.6

2.7

2.8

2.9

Our mainduty as a council is to deliver high-quality core statutory services, and these services are the
building blocks for meeting ourfour priority objectives. Core services aimto support people tolive
independently and wellin theircommunities, ensure children and families reach their full potential, protect
Surrey’s residents and businesses, and take care of Surrey’s environment and highways.

We alsowantto go beyond whatwe’re required to do, to be a truly outstanding council. We are playinga
widerstrategicrole inensuringSurrey is ready to engage the big challenges and opportunities now andin
the future. By working collaboratively across the county to mobilise around these key emergent issues, the
lives of Surrey residents are improved, demand on servicesis reduced, and better outcomes and
opportunities for Surrey residents are achieved.

To achieve excellence in services and ensure Surrey can meetour priority objectives, we are transforming
how our organisation operates and the culture and behaviours our people embody. Outcomes within this
transformation will enable us to plan our activities and measure progressin each of the four priority
objectives. Progress here will help the council become more resilient, add more value, make greater
impact, and reduce demand on services as residents become more empowered and resilient.

In orderto achieve our purpose, this transformation around how Our Organisation operates has four

principles which guide us:
We help people and communities to help themselves and devolve decisions

A! and service design as close to them as we can.
: We maximise the potential of digital and datato transform the way we work
and improve accessibility.

e We seekout preventative, commercial and efficient approachesto help us be
OUR ORGANISATION financially sustainable.

e We organise ourselves around outcomes and make it easy for others across
Surreyto collaborate with us.

To support our purpose, the transformation around the culture and behaviours Our People embody also

has four commitments about how we work:

e Aninclusiveand compassionate place wherewe value diversity and can be
ourselvesatwork.

e A collaborative and inviting place where we are open, trust each other, and
work as one.

e An ambitiousand outcomes-focused place where we are passionateabout
our purpose and take accountability for delivering great results.

e Aninventive and dynamicplace wherewe promote alearning mindsetand
adapt to new insights and opportunities.

OUR PEOPLE

Key to this new strategicframework and contributing to the 2030 Vision will be acommitment to monitor
how we make decisions, operate, and perform against these principles and commitments. This will include
measurement of performance on priority objectives, core service delivery, and organisational effectiveness,
and will directly inform primary council functions like the budget process.
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3. CROSS CUTTING TRANSFORMATION

3.1 In 2021, we recognisedthere wasaneedfora new approach to delivering financial efficiencies and ways of
workingto supporta balanced Medium-Term Financial Strategy. This approach needed to be rooted inthe
outcomes we were seeking for Surrey’s residents and businesses and enableafinancially sustainable
footing overthe medium-term.

3.2 Thisapproach focuses on embracing cross-cutting transformation (previously referred to as the ‘“Twin Track’
approach to 22/23 budgetsetting) and emphasised the need forservices across the organisation to work
togetheronthe design and development of initiatives toimprove outcomes and reduce costs. Itaims to
move beyond the limitations of Directorates developing efficiencies in isolation, with afocus on medium-
long term financial sustainability.

3.3 Collaboration across Directorates, and with residents, businesses and other partnersis essentialto
supporting council priorities and facilitating greaterinnovation and challenging existing ways of delivering
services and budget setting.

3.4 £30m of cross-cutting efficiencies have been identified to help close the budget gap in 2023/24, with a total
of £65m across the MTFS period (plus an additional £7.5m of cost containment). Anumber of these
initiatives will transition into the council’s transformation programme as they enter the delivery phase.
These efficiencies lookdifferently at, and stretch our ambitions for, how we make use of our collective
financial resources. Strategies foridentifying these efficienciesinclude:

° Focusing onimproving and streamlining demand-led services and externally facing delivery,
products and processes whether wholly by us or with partners and other stakeholders.

. Implementing better ways of managing our budgets for commissioning, contracts, procurement,
and grants.

° Optimising ourincome and funding levels through being a more commercial organisation and
working more closely with our Districts and Boroughs.

° Identifying and exploiting successful operating models for support services, co-production and
multi-disciplinary teams to fulfilthe potential of our workforce strategy.

3.5 Executive Directors have led the shaping of these opportunities through anew leadership model,
embracing a thematicapproach to change. This model removes the directoratesilos to change and
provides strategicsupport and challengeto officers leading on cross-cutting projects and programmesina
collaborative space. It enables peerexpertise to help shape the scope and ambition of work and supp orts
unblocking and connections to be made with otherorganisations and partners to make the work go
further.

3.6 Inadditiontodesigningprojects and programmesto helpinform the future shape of transformation work
at the council, work has also been delivered to generateinsight to identify further opportunities for
efficiencies. Theseinclude buildingacomprehensiveview of our spend to determinewhetherthe right
proportion of our budgetisinvestedin preventing health and wellbeingissues forresidents and avoiding
the need forthemto access statutory services, and modelling future demand for Adult and Children’s Sodial
Care andidentifyinginterventions that could make the largestimpactin reducing this demand.

3.7 We arealreadylookingaheadto opportunities toinform efficiencies for 2024/25 and beyond. Aligned to

the focus areas setout in paragraph 3.4, furtherbusiness cases will be developed and, where needed, other
insight work will be commissioned to identify further opportunities. Where there is scope to do so, we will
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3.8

alsoseektodeliveradditional efficiencies in-yearfor 2023/24 overand above the £30m already identified.

The programme is implementing alearning framework as part of this approach to cross-cutting efficiencies
that gathers and analysesinformation fromteams on whatis supportingand whatis hindering change
while developing their proposals and business cases. The leadership model forexample is piloting an
independent peerreview mechanism during early design stages and business case developmentin
cultivatinginnovative thinking and solutions. The programme, and its findings identified through the
learning framework, will support, and ultimately make up, part of the future model for design and change
across the council.

Transformation Programme

3.9

3.10

3.11

3.12

3.13

3.14

3.15

The progress the Council has made inrecentyears has been underpinned by an ambitious and effective
approach to transformation. Since its inception in 2018/19 the Transformation Programme has improved
vital services forresidents, introduced innovative new service models, built capacity and competency, and
made a significant contribution to stabilising the Council’s finances. This willinclude achieving c£90m of
ongoing efficiencies by the end of 2022/23 and containing costsin areas of growing demand.

Linked to our commitmentthat no-one s left behind, there are arange of continuing transformation
programmes that are specifically focused on improvements within our Children’s and Adults’ Services.
These are already leading to better outcomes forchildren & young people, residents and service users.
Programmes such as Additional Needs (SEND) including the Safety Valve Agreement are complex and take
time to deliver with many spanning multiple years. Itisimperative we continue to drive delivery of these
programmesthrough to completion as key priorities forthe Council. We are committed to deliveringlong
term, sustainable improvementsin arange of service areas.

Governance and reportingarrangements are well established with visibility and ownership at seniorlevels
including Cabinet Members and Corporate Leadership Team (CLT); thisincludes the Transformation
Assurance Board whichis chaired by the Leaderand has regular attendance from Cabinet Portfolio Holders.

Moving forward the transformation programme will be integrated with the cross cutting transformation
agenda, setout above, and the governance and reporting arrangementsin place will support the delivery of
thisintegrated programme. Inadditiontothe cross-cutting efficiencies set outabove, the continuation of
existing transformation programmes will also deliver significant financial benefits, with atotal of £6m
efficienciesincludedin the draft budget for2023/24 and a further £8m?! identified through to 2027/28. In
addition, transformation will contribute to the delivery £91m of cost containment throughout the MTFS,
preventing pressures tothatvalue needingto be reflected in future years.

The transformation programme is not just about delivering financial benefits. The broad range of initiatives
in 2023/24 will continue to drive service quality and performance benefits that will directly contributeto
betteroutcomesforourresidents, services users and businesses inthe County.

Any large scale and dynamicchange programme must continue to flex and adaptifit isto meetstrategic
objectivesinanever-changing operating environment. We therefore review and refresh the
Transformation Programme regularly, ensuring we continue to build on and improve what w e do forour
residents.

The Transformation Support Unit (TSU) works closely with key stakeholders across the organisation to
develop and refinerequests forinvestment, ensuring business cases are developed, benefits defined and
therefore investmentis made in programmes that will enable us to continue to focus on our strategic
priorities, improve service quality and performance. The cost of the internal transformation capacityid

1 This figure is expected to riseas opportunities arefurther developed and business cases approved
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3.16

3.17

includedinthe revenuebudgetonanongoingbasis. Inaddition, thereis £8m available annually to
contribute to one of transformation investment.

Categorisation of change programmes has been further developed through the Transformation Assurance
Board in conjunction with the Leader, and has led to a revised categorisation approach which recognises
that not all change programmes have the same level of complexity and outcomes, we have now introduced
this revised categorisation approach forall new programmes:

. True Transformation Programmes - Big strategicinitiatives, with seniorand political support.
Driving fundamental change to operating models and/or service delivery thatlead to significant
measurable outcomes and benefits in the mediumterm.

° Service Improvement & Change - Continuous improvement and the implementation orembedding
of new service models that lead to tangible performance and quality impacts that will be noticeable
to service users.

° StrategicPriorities - linked to the Council’s overarching organisational priorities.

° Investto Save — where shortterm investmentis required to generate ongoing financial efficiencies.
Funding will be invested ininitiatives that clearly demonstrate the achievement of improved outcomes, this
may entail the use of funding on programmes that do not have financial efficiencies associated with them

and therefore the return oninvestment will be based on non-financial benefits for example, improved
independence, faster response times and better coordinated and joined up service provision.

4. SERVICE STRATEGIES
ADULT SOCIAL CARE

Context

4.1

AdultSocial Care’s (ASC) vision is to promote people’sindependence and wellbeing, through personalised
care and supportthat focuses upon theirstrengths, the outcomes they wantto 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 and for frail Older
People.

ASCoperatesinan incredibly challenging environment with reductions in government funding; an ageing
population with increasing acuity of care needs and growing numbers of young people movinginto
adulthood who need services; anincreasingly fragile care market; and radical changesin national policy.
Thisis inall the context of the ongoingimpacts of the Covid-19 pandemicand the cost of living crisis which
are having profound effects on Surrey’s residents who have ASC needs, along with their families and carers,
social care providers, third sector support organisations, the health system and other key partners.

ASC has four strategic priorities:

e Improving mental health services across the whole system.

e Delivering new accommodation with care and support models.

e Implementing ASC charging and fair cost of care reformsand CQC assurance framework.
e Integrating commissioningand delivery across health and care at place.

These priorities are underpinned by four system enablers:
e Culture change including embedding strengths-based practice across the whole health & social care
system.
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4.6

e Maximisingthe benefits of digital and technology, both in managinginteractions with residents and
operational processes, aswell asin supporting the delivery of care and support services.

e Managing expenditure within available budget resources.

e Ensuringthereisa sustainable ASCworkforce, recognising that SCCwill needtoincrease its workforce to
effectively manage the ASCcharging reforms.

The Council iscommitted tointegrating health and social care in Surrey to improve outcomes forresidents.
A key focus of this isenhancing preventative services in the community. Thisischallengingtoachieve
thoughinthe context of the NHS’ relentless national focus on reactive servicesin the acute hospital system
and the pressures facing social care providers and community based voluntary sector organisations, all set
againsta backdrop increasing demand and growing acuity and complexity of care needs. Collective
investmentacross all of these componentsis required —fixingone componentis not enough.

Current 2022/23 budget position

4.7

4.8

4.9

4.10

At month 6 ASCisforecastingan overspend of £3.9m againsta budget of £402.8m so equivalenttoa
pressure of 0.9%.

Care package spendinghas risen considerably abovethe planned budgetfor 2022/23, driven by the
ongoingimpacts of the Covid-19 pandemic, the unwinding of national funding for Discharge to Assess (D2A)
from hospitals, market pricing pressures accentuated by the wider economicturmoil, increased demand for
care and rising ASCassessed charging debtdrivenin part by the cost of living crisis. Anoverspend of
£12.5m is currently forecast against the 2022/23 care package budgetacross all client groups.

The significant pressure in 2022/23 on care package spendingis beingpartially mitigated by arange of
largely one-offfactorsincludingtemporary staffing budget underspends, additional one -off income or
funding and some accrued liabilities thatitis considered likely willnot now need to be paid. These one-off
in-year mitigations cannot however be sustained on an ongoing basis.

At month 6, the full year net care package commitmentsare £17m higherthanthe 2022/23 budget
assumption. The 2023/24 Draft Budgetassumes that this pressure can be reduced to £7.4m on a full year
basis through delivery of efficiencies and other mitigations in the remainder of the year. Achievingthis
reductioninspending commitments will be challenging.

Financial pressures

4.11

ASC’s Draft Budget positionincludes £52.6m of pressuresin 2023/24 and £214m across the MTFS period.
These pressuresrelate to:

e Priceinflationforcare packages, widercontracts and grants of £27.5m in 2023/24 and £108m across the
MTFS. Thisisthe biggestbudgeted pressurefor ASC. Budgeted inflationary upliftsin 2023/24 take
account of the expectedincrease tothe National Living Wage and widerinflationary pressures. Itis
assumed thatinflation will reduce to lowerlevels from 2024/25.

e Thelatestestimated mid-pointfundinggap forthe ASC charging reforms of £14m in 2025/26 risingto
£33m in 2026/27 based on the delayed implementation date of October 2025. (see paragraphs 4.18 —
4.20 below).

e Increased demandforcare packages across all client groups of £6m in 2023/24 and £35m across the
MTFS, including young people who will transition from children’s services.

e Abudgeted carry forward care package pressure from 2022/23 of £7.4m. Assetout above, thisis
reliant onthe achievement of planned actions to reduce the full yearimpact.

e Pressuresof £5.3min 2023/24 related to the ongoingimpact of the end of national funding for
Discharge for Assess (D2A) from hospitals which ceased from April 2022. The impact of the new D2A
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model has also contributed tothe 2022/23 care package pressure above. Itisimportantto note that
were D2A to cease, cost pressures would likely increase as the system would revert to assessing people
in hospital beds which often leads to over-prescribing of long-term care services.

Pay inflation and other staffing related pressures of £6.3m in 2023/24 and £16.7m across the MTFS, this
excludes any staffingrelated impacts arising from the ASCcharging reforms.

Expected additional costs associated with the planned implementation of Liberty Protection Safeguards
(LPS) regulations by government, replacing the current Deprivation of Liberty Safeguards regulations.
The timing of the new regulationsis currently unclear, Draft Budget assumptions are pressures of £7.2m
from 2024/25 — 2025/26.

Financial efficiencies

ASC’s Draft Budget position includes efficiencies of £19.8m in 2023/24 and £57.2m overthe MTFS. This
covers a challenging set of efficiency plans designed to mitigate cost pressures orincrease income without
adversely affecting service delivery toresidents. Efficienciesinclude:

4.12

Strength based practice and demand management efficiencies of £4.5min 2023/24 and £22m across
the MTFS, including redesigning ASC’s “front door,” maximising digital op portunities, enhancing strength
based across Surrey’s D2A model and strength based reviews of people’s existing care packages.

£1.3m in 2023/24 and £5m across the MTFS driven by moving away frominstitutionalised models of
care to promote people’sindependence. Thisincludes remodellinglearning disability and autism day
support services and associated transport, supporting people with alearning disability and/orautism to
move from residential care to supported independent living and the expansion of extra care housing,
primarily forolderpeople.

Efficiencies of £2.7m in 2023/24 and £9.6m across the MTFS, relating to the effective purchasing of
older people nursingandresidential placements, homebased services across all client groups,
maximising occupancy of block contract residential care beds and ensuring costs of care for people with
learning disability and/or autism who are over 65 are appropriate inline with changesto their
behavioursand needs.

Efficiencies of £8.8m in 2023/24 and £12.9m across the MTFS associated with changesto ASC in-house
services, including the decision taken by Cabinetin February 2022 to close 8 older people residential
care homesand planned efficiencies relatingtoin-house provided learning disability and reablement
services.

Ensuring ASCreceives appropriatefunding from the NHS under the Continuing Health Care (CHC) and
Section 117 (S117) Aftercare policy frameworks. Continued workinthisareaisexpectedtogenerate
efficiencies above the current baselines of £2.1m in 2023/24 and £5.5m across the MTFS.

Contract managementand maximising income efficiencies of £0.6m in 2023/24 and £2.4m across the
MTFS.

Capital programme

4.13

4.14

ASChas a small capital budget of £1.6m per year managed directly by the service. Thislargely relatesto
the capitalisation of community equipment.

ASC’s Accommodation with Care & Support programme is developed alongside the Land & Property Service
and involves capital investment across the following areas:

The development by 2028 of 725 new units of affordable Extra Care Housing (ECH), primarily to support
olderpeople with care needs. Itis expectedthat ECH schemes will generally be developed on existing
sitesand developed on a Design, Build, Finance and Operate basis with tender processes undertaken to
secure strategichousing partnersto develop and manage the sites, limitingthe requirement fordirect
capital investment by the council. To date expenditure of up £20.8m for the first six DBFO sites has
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beenapprovedinthe capital budgetalong with £3m of feasibility funding to confirm which further SCC
owned siteswould be suitable for ECH developments so these business cases can be brought forward
for Cabinetapproval.

e The creation of 500 new units of Supported Independent Living (SIL) for people with alearning disability
and/orautism by 2030. These unitswill be secured through acombination of de -registration and
conversion of existing residential care homes operated by independent sector providers, providers
developing new SlLservices and the development of new SlLaccommodation on existing sites. The
capital budgetincludes £31mrelatingto 3 specificdevelopments and a multi-use community hub
including SILaccommodation, which have already been approved.

e The potential development of specialist short breaks respite accommodation for people with LD&A
needstofill asignificantgapin provision.

e The potential development of specialistaccommodation for people with mental health needs, which
would be focused on either supporting people to recover from a mental health episodeora place to call
home to enable people to manage their mental health and develop greaterindependence in the long
term.

Horizon scanning

4.15

4.16

4.17

The ASC system both nationallyandin Surreyis underincredible strain. The pandemicadded to the already
huge demand and cost pressures facing the sectorandits increasingly fragile care markets. Thereisa
workforce crisis with an estimated 165,000 social work vacancies nationally? and while the ASC charging
reforms, due to come into effect from October 2023, will benefitindividuals, primarily those peoplewho
currently self-fund theirown care, they will notaddress the acute challe nges already facing the sector.

Since 2018, ASC has embarked on an ambitious transformation programme, focused on enhancing and
embedding strength-based practice, promoting people’sindependence and wellbeing and shiftingaway
frominstitutionalised models of care. As well asimprovingservice delivery, this has delivered clear
financial benefits and enabled significant cost containment with the Council’s spending on ASCincreasing at
a lowerrate than other comparable authorities.

There remain opportunities toimprove service delivery and achieve further efficiencies which are reflected
above. However, the scale of efficiencies and cost control measures that are achievable without reducing
the service offertoresidentsis diminishing. Increasesin ASCexpenditure isrequired yearon yearto meet
demand and cost pressures and maintain market sustainability, as well as to enable effective
implementation the ASC chargingreforms. The Council will continueto robustly engage with government
aboutthe fundingrequired for ASC, but if adequate fundingis not provided by government, then then this
will require very difficult decisions to make about how to sustainable fund ASC going forwards.

Adult Social Care (ASC) Reforms

4.18

4.19

The 2023-28 Medium Term Financial Strategy is being prepared against the backdrop of the most
significantreformstothe ASCsystemin decades. The financialimplications of these reforms are significant
and the inadequacy and allocation mechanism of funding available to local authorities to support these
changes remains unresolved.

The planned reformsincluded far reaching changes to the ASC charging system from October 2023.
However, the Chancellorannounced on 17% December 2022 that implementation would be delayed by two
years to October2025. The reformsinclude the introduction of alifetime cap onthe amount people are
eligible to contribute to their costs, anincrease inthe upperandlower capital threshold limits that
determine when people qualify for local authority funding, changes to the rules for “top-ups”and an
extension of the criteriawhich enables people to request local authorities to commission services on their

2 Skills for Care’s 2022 report
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4.20

behalf. Inaddition, the fair cost of care policy agendaseeksto ensure fees paid by local authorities are
sufficient to maintain market sustainability in the context of these reforms and anew assurance framework
isdue to come into effect, against which the Care Quality Commission will inspect performance. The draft
budget contains pressures of £14m in 2025/26, risingto £33m in 2026/27, based on the mid-pointofthe
latest estimated funding gap between anticipated costincreasestothe council and indications of available
funding and mechanisms fordistribution.

While the Council supports the reforms overall and the benefitsit will providein terms of limiting the cost
to individuals of funding their own care, these reforms do not address the underlying problems and
underfunding of the current ASC system. The announcement to delay the implementation of these reforms
and targetthe available funding at existing service pressures is therefore welcome.

PUBLIC SERVICE REFORM AND PUBLICHEALTH

Context

4.21

4.22

4.23

4.24

4.25

4.26

The PublicHealth (PH) service improves and protects the health and wellbeing of people livingand working

inSurrey. It achievesthisby:

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

e Providingspecialist publichealth expertise and advice to NHS commissionersto supportthemin
improving the health of their population through prevention and through effective commissioning

e Improving health through partnership working, policy development, behaviour change and the
commissioning of healthimprovement services forall ages which are targeted to those at risk of health
inequalities

e Working with partnersto protect Surrey residents from communicable diseases and environmental
hazards

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

The PH service commissions arange of services centred on key PH prioritiesincluding:

e Healthylifestyleservicesincluding stop smoking, weight management and mental health;
e 0-19 servicesincluding healthvisitors and school nurses;

e Substance misuse servicesrelatingtodrugs and alcohol;

e Sexual health servicesincluding contraception and genitourinary medicine (GUM).

e NHS health checks.

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

The PH service has continued to focus on supporting Surrey’s recovery from the Covid-19 pandemicas well
as remainingvigilantfor other potentialthreats such as monkey pox or avianflu. PH uses its expertiseto
ensure that accurate and up-to-date informationis provided to decision makers.

The wider PublicService Reform (PSR) directorateincludes arange of jointly funded services that are
accountable to both Surrey County Council and Surrey Heartlands Integrated Care System and focus on
drivingthe continuousimprovement of a publicservice model that supports the delivery of ourintegrated
health and social care strategies.

Thisincludesthe Insights and Analytics unitwhichis bringing together research & analytics across a range

of functions within SCC (PH, population insight and surveys and research) and Surrey Heartlands Integrated
Care Board (business analytics and population health management PHM) to:
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4.27

- developshared health and care analytics, by understanding the needs of the population and how that
can be delivered efficiently and effectively

- incorporate the bigger picture of the drivers of health and care, and the wider determinants of those
drivers such as economy, transport, community networks

- designthe move fromreactive to preventative interventions care by moving from descriptive analytics
to more predictive and prescriptive driven by evidence and insight

- developnew and collaborative ways of workingamong ourteams as well as with our partners.

Key responsibilities to deliver this vision will include:

e Facilitatinginnovative decision-making at all levels of Surrey’s Integrated Care Systems and the County
Council.

e Drivingcross-system priorities, helping to reach across traditional organisational boundaries.

e SteeringaPopulation Health Management (PHM) approach to care planningand delivery.

e Helpingtodrive transformation of all services delivered as part of the ICS and SCC through evidence and
insightdriven operational decision making.

e Understandthe lived experience of people in Surreyin orderto demonstrate the human aspects of the
data.

e Workingclosely with stakeholders across the whole system to ensure understanding of population
needs atlocal and system level.

Current 2022/23 budget position

4.28

4.29

The current directorate budgetis £35.4m, £34.5m of which relates to PublicHealth and the remaining
£0.9m to PublicService Reform functions. A balanced budgetoutturnisexpected for2022/23.

In additiontoits core budget, the PHservice has continued to manage deployment of the remaining
£10.6m Contain Management Outbreak Fund (COMF) monies carried forward from 2021/22. This funding
isexpectedto be fully spent on activities to supportthe recovery from the Covid-19 pandemicandto
manage additional costs that are still being experienced due to the pandemic.

Financial pressures

4.30

4.31

4.32

4.33

Surrey’s PHservice continues to operate inavery challenging financial environment. Surrey continuesto
receive averylow level of PHfunding —the third lowest allocation perhead of populationinthe country
and more than 40% below the national average allocation. Although Surrey’s PHgrant has increased by
£4.1m inthe last three years, this has come with new responsibilities and has failed to make-up for cuts to
PH fundingthatthe government mandatedin earlier years afterthe responsibility for PHtransferred to SCC
in2013/14.

SCC’sPH grantin 2022/23 is £39.6m. £34.5m ofthisis allocated tofund preventative services
commissioned by the PHservice and the remaining £5.1m is allocated to services delivered or
commissioned by other parts of SCCthat contribute to meeting PHoutcomes with the remit of the grant
criteria. Thishas requiredthe PHservice to make reductionsto the preventative servicesit directly
commissions, although of course if the funding was allocated instead to the PH service thiswould require
reductionsinotherSCCservices.

The combination of the above factors has meantSurrey’s PHservice has had to significantly reduce
expenditure onthe servicesit directly commissionsin recentyears.

PH’s latest MTFS proposalsinclude pressures of £1.2m in 2023/24 and £4.6m across the whole 2023-28
MTFS period. These pressuresrelateto pay and non-payinflation. Pressures are offset by the assumed
increasesintheringfenced PHgrantin future years. It isassumedthatinflationary pressurescanbe
contained withinincreases to PHgrant funding, but there are risks that this may not be the case forall
service areas, most notablyinrelationto NHS Agendafor Change pay rises whichimpact on several services
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4.34

that PH commission. Giventhe widereconomicsituation, itisalso possiblethatthere will be noincrease
to, orareductionin, the publichealth grantfunding.

The wider PSR directorate currently employs £1.4m of posts working on data insights and supporting
broaderintegration across Surrey’s health & social care system. These posts are currently fundedona
temporary basis outside of PSR’s budget.

Financial efficiencies

4.35

There is no efficiency requirement for the PSR directorate in the Draft Budget position asthe PH service’s
budgetisfully funded by the ringfenced PHgrant. It isassumed for planning purposes that service
pressures can be contained within future yearincreases to PHgrant.

Horizon scanning

4.36

4.37

4.38

4.39

At present the future of the PHgrant remains unclear. It was expectedthatthe PHgrant ringfence would
be removed as part of widerlocal government funding reform, but this remains uncertain. PHwill need to
remainresponsivetoany changesingrant funding. Inthe meantime, they will continue to lobby for
increased PHfundingto supportthe delivery of the health and wellbeing priorities for Surrey residents.

Most of PH’s major service contracts are coming up for renewal inthe nextfew years. Akeyfocus of the
service will therefore be ensuring new service specifications take account of the latest health status of
Surrey’s population and targeting service provision to address health inequalities. The procurement
processes will consider how refreshed services can be commissioned to maximise valuefor money for
residents.

Through a focus on research, partnering with academiaandindustry, and dataacross the wider Public
Service Reform directorate, the team will be looking at how we drive health and social care devolution to
itsfull potential, lobbying and influencing government where appropriate on future models of public
service thattransforms peoples’ lives. Working effectively in this space, the council hopesto be able to
influencefuture publicpolicy, leading to amore sustainable publicservice model.

Part of this will be seeking to maximise investmentin preventative services commissioned by PH, that
deliverkeylong-term financial and non-financial benefits. The PH service has been reviewing areas where
additional investmentis needed to address the priority of reducing health inequalities and fulfil the
priorities of Surrey’s Health & Wellbeing Board strategy. Potentialinvestments totalling £6.5m have been
identified, which can be flexed depending on available resources. Thisinvestmenthas notbeenincludedin
Draft Budget at this stage, in response to the scale of the remaining budget gap. The ambitiontoincrease
investmentin PHservicesinthe future remains.

CHILDREN, FAMILIES AND LIFELONG LEARNING

4.40

Context

The Children, Families and Lifelong Learning directorate’s strategicfocusis setoutin the graphicbelow. We
root childrenand familiesin ourhearts and minds because itis our purpose to ensure that every child is
seen, heard, feels safe, and can grow
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4.41

4.42

4.43

4.44

4.45

*» We follow the Time 4 ¢ Impravement of our BRIGHTER FUTURES
Kids principles: Connect, children’s social cars We work with Educational settings from early years to Adult learning so pecple can lead the
Trust, Hope, Belong, e e e lives they want to lead. All of Surrey’s children should be able to reach their full potential.
Believe services for childran with HEALTHY LIVES
* We collaborate and value additionsl needs We support femilies and enable children and young people to be healthy and make good
our partnerships « Emotional wellbeing and choices about their wellbeing.
® We support and mental heaith SAFE & RESILIENT
empower our staff: We ensure that Surrey’s children and families have access to & range of services that keep
We all matter, We are them safe, tackle inequalities, support independence and enhance lives.
all learners, We are all SURREY ROOTS
rewarded, We care.
We aim for aur services to be rooted in Surrey, from mesting additional needs to foster care
® We function at our best to specialist services. Helping families early to ensure a child and family friendly Surrey.
by effectively managing:
- Performance and
quality assurance Children, Families and Lifelong Learning 2022-23

- Finances

Current 2022/23 budget position
At the end of September, there is aforecastvariance of £24.6m within CFLLdriven by variances across a
number of key areas.

The most significantis Home to School transport which is forecastingan end of year overspend of £15m
againsta budgetof £41m. The overspendisdrivenbyanincrease inroute costs of c20% since lastyeardue
to inflationary impacts on fuel prices. Thisis combined with an anticipated increasein demand of 9% from
September 2022 in line with Education, Health & Care Plan (EHCP) rate projections.

Children Looked After (CLA) placement costs are forecastto overspend by £4.1m. This pressure is a result of
the lack of suitable placements being available within the provider market and continued demand for
placements. This has resulted inanumberof very high cost supported accommodation placements, with
this category accounting for £3.0m of the £4.1m.

Staffing overspends within Family Resilience and Corporate Parenting of £2.5m are driven by the use of
agency staff to covervacancies and the double funding of some posts while newly trained social workers
getup to speed. Inorderto secure permanent staff, appointments are also being made above the bottom
step of the grade whichreduces the impact of any permanent appointments compared to previous
assumptions.

In additiontothe staffing pressures, children with disability care budgets are also forecastingan overspend
of £2.5m due to the levels of demand and pressuresin direct payments and personal support. This level of
demandisa continuation of pressures experienced during 21/22.

Financial pressures

4.46

4.47

4.48

The financial pressures forecast during 2022/23 are almostall ongoing pressures which are expected to
continue into 2023/24. The two largest areas of pressure are Home to School Travel Assistance £19.2m and
LAC placements £7.0m.

Both are beingdriven by a combination of demand and inflation increasing costs yearon year. For Home to
School Travel assistance as well, there isthe need to address the significantin-year overspendin the
2023/24 base budget. This level of overspend was aresult of average route costs increasing by c20% in
2022/23 comparedto 2021/22.

Anothersimilarity between CLA placements and Home to School Travel Assistance, is the impact of a lack of
sufficiency intheirrespective markets. The shortage of suitable placements for LAC is a national issue
causingan increase inthe use of ‘unregulated’ placements due to alack of alternatives. These placements
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4.49

4.50

often come at particularly high costs and the situation means that authorities are competing with each
otheras places become available.

Whilst not such a nationally publicised issue, alack of driversis alsoimpacting the Home to School
Transport services and one of the reasons for the increase in costs overthe last 12 to 18 months. A lack of
providersin certainregions of Surrey mean that there are both difficultiesin finding suitable provision, but
alsobids are notdriven down through natural competition.

Improving recruitment and retention within the service isanother pressure within the 23/24 position. In
orderto addressthe 22/23 overspend caused by the level of agency workersin roles, anumber of
proposalsare beingintroduced toincrease the number of permanent workers. These come with an upfront
cost with the aim of longer-term efficiencies. In 23/24 £1.3m of costsare included associated with the
trainee social worker scheme, apprenticeships and pay progression for existing staff.

Financial efficiencies

4.51

4.52

4.53

4.54

4.55

4.56

The largest efficiencies are within CLA placements through a combination of social work practice reducing
escalation of needs and more specific programmes to target particular cohorts, such as the reunification
programme (£0.4m).

The completed Children’s Services Diagnosticundertaken alongside IMPOWER identified potential
efficiencies based on reviewing past social work cases and considering alternative decisions that would
have had a differentoutcome. This enforced existingassumptions aboutthe impact of new practice
modelsand, based onthe high range scenarios, is estimated to be able to produce an efficiency of £2.6m in
23/24.

In additiontothe diagnostic, otherworkis being considered to deliver efficiencies to mitigate growthin
CLA costs. Stretch targets of a further £3.4m have beenincluded to consider potential opportunities to
furtherexpand the Capital programme and sufficiency offer within the County, aligning the needs of
children with the cost of service provision may also help to identify potential anomalies which may lead to
cost efficiencies.

As well as the practice changes, increasing capacity for Social Care placements within Surrey is estimated to
deliverfurtherefficiencies. Thisis through both building additional bed spaces through the CLA Capital
programme (£0.3m) and block purchasing beds from external providers for discounted rates (£0.3m).

Efficiencies within Home to School Travel Assistance are based around reducingthe reliance on taxis and
soloroutesto more self-sufficient transport options such as bursaries, Independent Travel Allowances (ITA)
and Independent Travel Training (ITT). These are estimated to build on efficiencies deliveredin 23/24 to
provide afurther£2.2m in 23/24.

As well as the Children’s Diagnosticwork, there are two further efficiencies linked to the cross-cutting
transformation programme. These are part of corporate wide projects focused on identifying contract
efficiencies (£0.5m) and additional income from fees and charges (£0.3m) and a furtherreductionin
staffingheadcount (£0.2m).

Special Educational Needs & Disabilities (SEND) / Dedicated Schools Grant High Needs
Block (HNB)

4.57

In the 2023/24 MTFS the previously required Dedicated Schools Grant (DSG) High Needs Block (HNB)

offsetting reserve contribution budgetis beingreduced by £22m to leave aresidual £5m budget. Thisisas
aresultof the ‘safety valve’ agreement which was signed in March 2022. This agreementseesthe Council
receive £100m of DSG fundingin exchange fora contribution fromits own general fund (from the existing
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4.58

4.59

HNB offsetting reserve) and schools through a 1% block transferforfive years, in orderto eradicate the
HNB cumulative deficit.

At the end of 2022/23 the council’s HNB offsetting reserve will have sufficient balances to make the agreed
contributions so, assumingthe Councilcan remain on the current trajectory, there will be no requirement
for further contributions.

To date, the Council has completed the firsttwo quarterly monitoring reports to Department for Education
(DfE) which are a requirement to continue receiving the additional grant funding. Whilstthese identified
that the Council remains currently on track, they highlighted the significant change in circumstances from
March 2022 to the presenttime, in particularthe impact of inflation on costs for schools and the Council,
which has beenlogged with the DfE as a risk. The DfE also did not make the full requested capital
contribution to the expansion of specialist places that the Safety Valveagreementrelied upon andinstead
isrequiringthe Council to secure the capital through its Free School programme. Because a successful bid
to this programme is not guaranteed, thisisalsoa risk (see below).

Capital budgets

4.60

4.61

4.62

4.63

The SEND and Alternative Provision (AP) Capital Strategy is the most significantlever being used to reduce
costs withinthe DSGHNB. By creating more spaces within the County’s maintained and special schools,
thisreducesthe requirementto place childreninthe more high cost Non Maintained Independent (NMl)
sector whilstalso supporting the aim of inclusivity for those children. On average an NMl placementis
c£30k more expensiveso reducingthe use of these is key to achieving financial stability within the HNB.

As mentioned above the impact of inflation has been significant overthe pastyearand thatis also the case
within the Capital programme. Following alower allocation from DfE of safety valve capital grants (£56m
bid and £8m awarded) the Council islooking for ways to ensure the full SEND programme remains funded.
Thisincludes submitting bids fortwo new special free schools as part of the recent DfE bidding round.

In addition to the SEND Capital programme, anumber of other capital projectsimpact directly within CFL. A
number of these are managed through Land and Property (L&P) but the service benefits or costs would be
seenwithin CFLbudgets. Aswell as the SEND strategy referenced above, there is £101m forthe Schools
Basic Need programme (grant funded) and £71m for capital maintenance in schools across the MTFS
period.

In a similarway to SEND, the Council is also wanting to expand the in-house provision for CLA as a lack of
sufficiency within the County means that securing good value placementsis increasingly difficult. As well as
refurbishing existing children’s homes, the CLA Capital programme is focusing on creating additional
capacity through new homesinthe County. This programme isalsolookingto support Care Leavers
throughincreased provision including Houses of Multiple Occupancy (HMOs).

Horizon scanning

4.64

4.65

The national pressures within Childrens social care recruitment and placement sufficiency will continue to
influence the operating environment for CFLLfor a number of years, as will the cost of home to school
transportin those local authority areas with extensive rural communities such as Surrey.

In Surrey we anticipate being one of the likely early local authorities to be inspected under the new
inspection framework (currently being piloted by Ofsted and CQC) forthe area’s SEND provision, which may
take place as early as 2023. Within the timeframe of the Medium-Term Financial Strategy thereisalso likely
to be a full children’s social care Ofsted inspection (in addition to one or more focused visits) and HMIP
Youth Justice inspection. These service areas are all actively engaged inimprovement work whichitis
essential to maintainin orderto secure reliablygood services for our children and families and to work
towards delivering outstanding services.
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4.66 Anyfinancial implications resulting from the ongoing legislation changes from the schools white paper
(Opportunity for All) and SEND Green paper (SENDreview: right support, right place, right time) will be
monitored. Todate there is no anticipated directimpact onthe General Fund of the Council, but the
potential move towards multi-academy trusts (MATSs) is one areawhere this may occur.

ENVIRONMENT, TRANSPORT AND INFRASTRUCTURE (ETI)

Context

4.67 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, services
which many or all residents access - including waste management and highways. Key service areas include:

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

Highway maintenance and street lighting;

Publictransport;

Countryside;

Planning & Development;and

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

4.68 Overthe periodofthe Medium Term Financial Strategy, ETI’s key priorities are to:

Continue to build uponthe new Directorate organisation design - implementing and embedding the new
Highways structure, coupled with furtherreviews of our Waste, Greener Futures and Planning functions;

Strengthen our financial sustainability to provide value for money to communities by leveraging
available funding opportunities, identifying new commercial opportunities, opportunities for
partnership working, innovating service delivery and developing our Greener Futures Finance Strategy;

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

Strengthen engagement with customers and communities through delivery of our Customer Enquiry
Improvement Plan and establishing the cross cutting Greener Futures Engagement and Behaviour
Change Working Group;

Working with key partners and members, finalise the design of our future waste services and conclude
the waste contract dispute;

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, akey part of deliveringthese
targets will be supported by delivery of the Surrey Transport Plan, EV network rollout and Bus Back
Betterplans;

Deliverthe capital programme including the River Thames flood alleviation schemein partnership with
the Environment Agency, and £70m of capital schemesidentified in phases 1-3 of the Surrey
Infrastructure Programme and develop the pipeline for future schemes;

Implementanew governance model to better support delivery of the Climate Change Delivery Planand
Surrey Infrastructure Plan; and

Continue to maximise external funding toward revenue and capital activities, including grants, income
and developer contributions
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Current 2022/23 budget position

4.69 ETIl's currentannual revenue budgetis £141m. Key areas of spendinclude managingthe recyclingand
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 re pairing and maintaining the county’s
roads, streetlights, bridges and otherassets, passenger transportincluding contracting bus services and
operatingthe concessionary travel scheme forelderly and the disabled, and management of the
countryside including providing visitor services.

4,70 Asignificant proportion of the Directorate’s budgetis linked to contracts, and ETI therefore recognises the
needtowork in close partnership with providers and markets to explore opportunities for efficiencies.

471 At month6 ETI forecasts novariation against revenue budgets, although anumber of pressures and risks
are being offsetormanaged, and are recognised in draft budget plans. Keyissues include:

Higherthan budgeted waste contractinflationis offset by improved prices of dry mixed recycling (£2m),
and both are reflected in the future MTFS assumptions

Additional costs of bus services, reflectingincreased operating and fuel costs, are offset by additional
government bus recovery funding. The 22/23 budgetincludes £2.1m to offset the ongoingimpacts of
changesintravel behaviour post-covid. Concessionary faresvolumesare currently below the budgeted
amount, and this benefitis expected to continue.

Streetlighting energy prices have increased and are creating a pressure (£0.7m), currently offset by
other highways underspends and additional incomeinthe currentyear.

Financial pressures
4,72 TheETI 2023/24 draft revenue budgetincludes pressures of £14.9m, £30.4m for the whole 2023-28 MTFS
period;including:

Inflation: significant spend within ETl is delivered through medium and long term contracts, including
bus services, highway maintenance, and waste management. Most contractsinclude provisionforan
annual inflationary uplift, e.g. to recognise that materials and labour costs are increasing. Inflationis
currently high, with the need toreflectinflationin 2022/23 where higherthan originally assumedin the
budget, as well as additional inflation for future years, totalling £11.7m in 2023/24.

Supportingand enhancing ETl services: other pressuresin 2023/24 include the introduction of ayoung
person’s travel scheme, anew highway works management system, adjusting for changesto prior year
plans, and addressing the impact of ash dieback. This followsinvestmentin previous yearsto support
the recovery of bus services following the Covid-19 pandemic, additional resources to deliver Council
prioritiesincluding Greener Futures, and investmentin managing the countrysideincluding maintenance
of publicrights of way.

Financial Efficiencies
4,73 TheETI 2023/24 draft revenue budgetincludes efficiencies totalling £3.5.4m, including the following:

Waste management: the cost of dealing with dry mixed recyclable materials has reduced this year.
Waste materials (e.g. paper) are acommodity and prices are influenced by supply and demand withina
global market. Atleastinthe shorttermthis trendis expectedtocontinue, providing anet benefit of
f2m; and

Otherefficienciesinclude the expectation that reduced volumes of concessionary bus journeys will
continue, efficiencies anticipated from cross-cutting reviews of contract management (£0.2m) and fees
& charges (£0.2m), continued enforcement of on street parking restrictions (£0.3m), use of developer
funding (£0.4m), and completion of the council’s programme to convert streetlights to LED (£0.3m).
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Capital budgets

4.74

ETI deliversinfrastructure improvements through the Capital Programme, which includes the capital
budget for projects which are in or approaching delivery, and the capital pipeline for schemes under
development and subjectto business cases. ETI’s current5 year capital programme is £0.9bn. Key
programmes and schemesinclude:

e Structural maintenance of roads, bridges and other highway assets
e TheRiverThamesflood alleviation scheme and wider flood alleviation programme

e Highwaysandtransportimprovementschemesand programmes, such as the A320 Improvements, low
emission buses, and the Surrey Infrastructure Plan

e GreenerFutures, the Council’sambitious carbon reduction plan.

Horizon scanning

4.75

In future years further opportunities are anticipatedinanumber of areasincluding

¢ Followingan extensive procurement process the Council’s new highways maintenanceand
improvement contract, delivered by Ringway, started this year. The Council andits contractor will work
in partnership to explore further efficiencies, for example innovations in working practices and use of
improved materials.

e The Governmentisconsultingonits Waste and Resources Strategy which could have implications for
how the Council manages domesticwaste, and the cost of doing so. The Strategyincludes provisionto
improve the reuse of products, to make producers responsible for the cost of managing the disposal of
products and packaging, and to change the way waste and recyclable materials are collected —all of
which could provide opportunities forachieving efficiencies in ETI’s budget over the MTFS period and
beyond.

e Otherprojects expectedto deliver efficienciesin the mediumterminclude the creation of a county -wide
parking management contract and highway enforcement activities (e.g. of bus lanes and other moving
trafficoffences).

SURREY FIRE & RESCUE SERVICE
Context

4.76

4.77

The Surrey Fire and Rescue Service (SFRS) is astatutory service which aims to make Surrey a safer place to
live, work, travel and do business. Inrecentyears, in responseto now His Majesty's Inspectorate of
Constabulary and Fire & Rescue Services (HIMCFRS), SFRS has putin place a major improvement
programme which is set out in the Making Surrey Safer Plan (MSSP) 2020-24. A big part of the MSSP is
aboutimproving how we deliver prevention and protection activities, helping to prevent emergencies from
happeninginthe first place.

Partnership workingis key to the success of the MSSP, starting within Surrey County Council with Adult
Social Care and Integrated Commissioning, Children, Families and Lifelong Learning and PublicHealth
services, to help prioritise supportto our most vulnerable residents. SFRS also aim to work better with
otheremergency services, District and Borough Councils and closer working with businesses to support the
Surrey economy.

Current 2022/23 budget position

4.78

SFRS currently has an annual revenue budget of £33m. At month 6 Fire forecasts an overspend of £2.1m on
revenue budgetsincluding:

e increased “logistics” costsincluding fuel, vehicle repairs, cross border support (where neighbouring fire
authorities are closer and therefore respond to incidents), and communications, £0.8m
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e recruitment, trainingand retention costs following London Fire Brigade transfers, £0.7m

e staffingpressuresfromincreased usage of on-call staffing, inability to fully make operational staff
vacancy factor and trainee back pay for additional hours worked, £0.7m

e |l healthretirementsand other, £0.2m

e Theabove pressures are mitigated by offsetting underspends and efficiencies of £0.3m

Financial pressures
4,79 The SFRS 2023/24 draftrevenue budgetincludes pressures of £6.4m, £9.3m forthe whole 2023-28 MTFS
period;including:

e Expectedgrowth through payinflation, including anticipated growth from nationally agreed firefighter’s
pay awardsin 2022/23 and 2023/24, totalling £2.7m nextyear.

e Existingcostpressuresincluding vehicle repairs and maintenance, communications system costs, higher
training costs due to staff turnover, increased costs of neighbouring fireauthorities where they are
nearerand respondtoincidentsin Surrey, totalling £1.3min 2023/24.

e Recruitmentand resilience measures designed to offset the ongoingimpact of firefighters leaving the
authority, including additional recruitment of both temporary and permanent operational staff,
enhanced skills, incentives to retain firefighters and additional learning and development, totalling
£1.4m in 2023/24.

e Othersmallerpressurestotal £0.9min 2023/24 and include general inflation and additional staffing
pressures.

Financial Efficiencies

4.80 Followingsignificanttransformation and modernisation of the Fire serviceacross 2019-21, whichincluded
re-alignment of resources into prevention and protection teams alongside a more efficient response
operating model, efficiencies in future years (£0.9min 2023/24) are focussed on optimisingspend through
continual improvement and consideration of alternative funding, including use of grants and capital
funding, commercialisation of some services and assets, and anticipated reduction in overtime resulting
from recruitmentandresilience.

Capital budgets
4.81 SFRS currently has a Capital Programme of £23m across 2022-27 whichincludes replacement of fire
appliances, othervehicles and equipment.

Horizon scanning

4.82 Efficiency measures subjectto further developmentinclude ashared fleet maintenance facility, fleet
rationalisation through use of telematics, more effective use of property such as co-location with other
services,and areview of learning & development provision. The Community Risk Management Plan willbe
reviewed and updated for the end of 2024, and will includeawiderreview of the service, including
efficiency and an opportunity to consult on any changes.

PROSPERITY, PARTNERSHIPS AND GROWTH

Context

4.83 The Directorate plays a key leadership rolein convening and developinglasting and effective relationships
and partnerships with key organisations locally, regionally and nationally and in driving forward the
Council’s ambitions and Economic Growth Strategy for Surrey through innovative, targeted delivery
programmes.
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4.84

4.85

4.86

4.87

Relationships and partnership work with Government departments and officials, national agencies, national
and regional representative 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 in the proactive planning, preparation, positioning
and activityin relation to Government policy and programmes, such as Levelling Up White Paperand the
potential to secure a County Deal for Surrey.

‘Surrey’s Economic Future: Our 2030 Strategy Statement” and the partnership delivery programme that
supportsit, directly contribute to the Council strategic priority of ‘growing a sustainableeconomy so
everyone can benefit’. They also contribute to the ‘reducing health inequalities’, ‘enabling agreenerfuture’
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 DeliveryofSurrey’s Inward Investment Programme and promotion of the Surrey Story;
e Conveningand place leadership toreimagine Surrey’s High Streets for the future;
e Skillsforgrowth: maximising opportunities through skills development forthe 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. These includethe launch of a Surrey Skills Plan developed in partnership with business and
providers, and a new Surrey-specificapproach toinward investment, a strategic, community-led approach
to placemaking, the development of a county-wide accommodation, housing and homes strategy and a
programme of work to improve full fibre digital connectivity in Surrey.

Current 2022/23 budget position

4.88

The Prosperity, Partnership and Growth Directorate has a total budget of c£1.6m, which is materially
targeted at the Economic Growth Team and associated costs. The directorate is forecasting asmall
underspend of £54k, due to recruitment delays and reductions on project spend.

Financial Pressures & Efficiencies

4.89

For 2023/24 thereisarequirementtostrengthenthe teamfurtherbyaddingarole to deliverthe Surrey
Story. Pay and price inflation add a further cost, creating a total pressure of £0.2m. This pressure is offset
by recognisingthe 2022/23 underspend due to recruitment delays and staff turnover plus ending the
funding for LEPs.

CUSTOMER AND COMMUNITIES

Context

4.90

4.91

The Directorate includes the following services:
e Community Partnerships and Engagement
e CustomerServices

e Libraries, Arts,and Heritage

e RegistrationServices

e Coroners

e TradingStandards and Health & Safety

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

Page 66



4.92

4.93

achievement of the Surrey County Council (SCC) Organisation Strategy, 2030 Community Vision and Surrey
Health and Wellbeing Strategy.

The Directorate is at the forefront of shapingand delivering the Council’s priority ambition of empowering
communities. Supporting the development of thriving communities is essential to deliveringa greener
future, driving asustainable local economy, and tackling health inequalities - and strong and active
communitiesare acrucial ingredientin enabling more peopleto live independently forlonger.

The Directorate is delivering key transformation programmes that continue to adapt and improve services
to meetthe changing needsto our residents and ensure financial sustainability:

Customer Experience - making people’s experience of dealing with the council quicker, easier, and better
by shapinga new relationship with our customers, managing theirenquiriesin a more efficient,
proactive, and connected way and increasing our use of digital self-serve technologies and datainsights;

Libraries and Culture Transformation - deliveringamodern and efficient set of services across Libraries,
Arts and Heritage reducing net cost and increasingimpact for communitiesin Surrey; and

Enabling Empowered Communities —designingandintroducing new approaches to reinvigorate our
relationship with residents, empowering communities to tackle local issues and support one another,
while makingiteasierforeveryone to play an active role inthe decisions that will shape Surrey’s future.

Current 2022/23 budget position

4.94

4.95

4.96

The net budget forthe Directorate for 2022/23 amountsto c£17m. This includessignificantincome
budgetsin excess of £15m, primarily across Cultural Services (Libraries & Surrey Arts) and Registrations.
Income to Cultural Services comes primarily from weddings (from providing registrars services at both
registry offices and licenced venues), musiclessons provided by Surrey Arts in schools, archaeology
services, and finesand reservation chargesinlibraries.

All areas have delivered significant service improvements and cost reductions overthe last three years. For
example, the Libraries net budget has reduced by 34% and the Customer Services budget has reduced 15%
since 2019/20. The ambitionis notonlytoensure the sustainability and quality of services provided, but to
alsothink creatively about how services are delivered.

The forecastis an overspend of £0.9m:

e £0.4m CoronersService, which comprises £0.2m staffing pressures due to bank staff, assistant Coroner
and pathologist cost pressures, continuing from 2021/22. A further £0.1m due to the re-procurement of
the funeral director contract plus £0.1m revised staffing costs to address operational staffingissues and
to deliveran efficient case progression service;

e £0.6m Librariesand Surrey Arts income will not be achieved due toreduced footfalland the use of the
services having notyet returnedto the levels before Covid. The services will look to mitigate this by
reducing costs directly linked toincome where possible, howeverthisislimited and areview of income
will be undertakento meet the challenge of returningincome to pre-covid levels;

e Offsetby£0.1m of additional income which is delivering part of the 2023/24 efficiencies early, and one -
off staffingvacancies.

Financial pressures

4.97

4.98

Coroners, Trading Standards and Health & Safety transferred to Customer & Communities fromthe
Community Protection Group this year with a netbudget of cE6m. The Coroners service moved witha
budget pressure of £0.7m, in part due to staffingand a recently re-procured transport contract. This
pressure is partly mitigated this year by the use of a one-off reserve for special inquest costs.

The Directorate relies on significantincome generation. Cultural Services continues to face challenging
income targets which, for some services, have notyetreturnedto levels before the covid pandemic. Whilst
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2022/23 hasseenan increase inincome since lastyear, Libraries and Surrey Artsincome remains lower
than in 2019/20, causinga budget pressure of £0.6m this year. Demand for services has changed, for
example audiovisual and PCrental has reduced. In contrast, Registrationsincome levels have returned
well, particularlyinrelation to weddings.

4,99 There has beenabudgetplanningassumption for23/24 that income levels return to pre-pandemiclevels
but this will require further close monitoring over the nexttwo months. Meeting this assumption requires
significant activityto take place to ensure targetsare achieved orthatrelated expenditurereduces and that
the Directorate can continue to manage emerging pressures from within the existing available budget
envelope.

4.100 In additionto workingto ensure thatincome levels return to pre-covid levels, the Directorate has identified
additional budget pressures mainly relating to pay inflation (£1.5m) and also to reduced funding from the
Police forthe Coronersservice.

Financial Efficiencies
4.101 The Directorate has had to identify arange of options to offset these pressures. Specifically:
e £0.4m additional income generation with a particularfocus on additional service offers
through Registrations plus inflationary uplifts to fees and charges
e £0.5m service & cross service efficiencies that can be made while largely maintaining the current agreed
strategicdirection and service delivery expectations —thisincludes:
- Reducingstaffing costs through digitalisation and scheduling optimisation of registration services;
- Reducedstaffing costsin Trading Standards;;
- Nolongermediating non urgent highways calls through the Customer Contact Centre; and
- Reducingbusiness supportfollowing the introduction of the MySurrey platform.
- Reducingspend on Community partnered libraries
e £0.1m of one-off repayment of an agreed loan to Watts Gallery

Capital

4,102 The Directorate has significant pipeline capital investment plansin development to transform the libraries
estate and to provide improved mortuary provision.

4.103 The draft Capital Pipeline contains investment to enable the libraries transformation programme. Thisisa
five-year programme of work to modernise library settings across Surrey to;

e Enablelibrariestomeetthe changing needs of communities;
e Supportwiderstrategicpriorities; and
e Ensurelibraryassetsare fitand sustainable forthe future.

Horizon Scanning
4.104 Furtherefficiencies would materially reduce or slow aspects of agreed strategic priorities and direction.

RESOURCES

Context

4.105 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 is
focused on ensuring that corporate support and enabling services are of the highest calibre, at the right
cost.

4,106 The pandemicandthe latestfinancial volatility have shown how teams are responsive, adaptable and
collaborative intackling extreme challenges. The Resources Directorate wantsto build onthis, to provide
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the Council with a more joined up approach to support from back-office functions, generating
opportunitiestorealise better customer experience and efficiency through digitalinnovation and creating
‘teamsaround a service/project.’ Thisisintended to help deliverastep change in the effectiveness of our
services,andto meetaspirationsto be bestin class with regard to the support we provide to our service
directorates. The skills and behaviours that this demands of Resources colleagues will be consistent with,
and reflective of, those required from front line services thatare more focused on place, communities and
individual choice.

4.107 The Resources Directorate improvement programme aims to ensure the consistent delivery of high quality,
trusted advice and services, performingto theirfull potential andin a collaborative way, as akey enabler
for the County Council to achieve the best outcomes forlocal residents. Inadditiontoanumber of
individual service improvement plans, there are the following cross cutting areas of focus within the
programme:

e Business Partnering;

e Performance Management;

e leadership Development;

e Value Tracking;

e Agile Organisation; and

e Digital Business Insights and Digital Transformation

4,108 Throughthisimprovement programme, the Directorate are lookingto provide efficient services without
reducingthe service offer. 2023/24 continues the process of identifying efficiencies following progressin
stabilising and raising the quality of services provided. These efficiencies are driven through anumber of
areas andinitiatives.

Current 2022/23 budget position

4.109 The Directorate is seeinganumber of financial pressures emerging, the largest being high energy and food
inflation. Inaddition, there isanidentified need to strengthen the capacity in some servicesin orderto
meet the organisational ambitions. There are also delays to delivering some of the planned efficiencies to
the running cost of buildings. Thisisleadingto a likely overspend of £0.5m this year, after mitigations.

Financial pressures

4.110 The pressuresin 2022/23 continue into 2023/24, these plus new pressures require budget growth of
£8.9m. The inflation pressures for nextyearare estimated as £7.7m. The high level of demand for Legal
services continues and additional capacity is required to support the council’s corporate strategies, this
adds a further £0.9m. Additional pressures of £0.3mrelate to loss of income.

Financial Efficiencies
4.111 Efficiencies of £6.3m have been identified to offset the pressures, leadingto abudget gap of £1m. These
efficiencies relateto:

e f£2.7m of Land & Property (L&P) efficiencies, such as office rationalisation, resources, containing energy
inflation by reducing usage. Thisisinaddition to £9.4m of L&P efficiencies delivered since 2018;

e £0.5m additionalincome fromthe schools meals service. Thisincludesincreasing the price of school
mealsin April by 10% comparedto September 2021 prices and increasing the rate of a universal free
school meal by 2%;

e f1.1m of IT&D efficiencies, such as efficiencies enabled by MySurrey, additional income and mobile
phone contract savings;

e Savingsfromthe disaggregation of Orbis services willdeliver £0.6m;
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e f1.4m efficienciesfromavariety of servicesincluding Business Operations transformation and
improvements following implementation of MySurrey, additional income in Finance and contact cost
savings.

4.112 The Directorate containsthe Transformation Support Unit, which drives further financial efficiencies across
the organisation through the ambitious and forward-looking transformation programme whilst ensuring a
uniform and consistentapproach to transformation and therefore making a significant contribution to
achieving the financial sustainability required, so that the Council can deliver priorities, resultingin better
outcomes forSurreyresidents.

Capital

4.113 The Directorate has significant capital investment and delivery plans relating to the Council’s Land and
Property (£806m) and IT&D (£41m) services, overthe MTFS period. These investment plans are developed
in close consultation with frontline servicesto ensure that the Council’s assets are used effectively and are
fitto supportthe efficient delivery of services to our residents and to support our staff to carry outtheir
responsibilities.

COMMUNICATIONS, ENGAGEMENT AND PUBLIC AFFAIRS

Context
4,114 The Communications, Engagement and Public Affairs service isresponsible for developinga
Communications Strategy for Surrey County Council, mapping out a high-level narrative based on

organisational priorities, underpinned by ‘super campaigns’ and ongoingresident and stakeholder
communications.

4,115 The Directorate:

e Througha clearand consistent narrative, ensures residents understand the Council’s challenges and its
transformation achievements;

e Deliversapublicaffairs strategy which focuses the Council’s political activities and makes clearthe
Surrey offerto key national Government stakeholders;

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

e Ensuresthe organisationis preparedtorespondto high profile mediainterest, protectingthe Council’s
reputation, particularly inthe areas where we are making critical se rvice 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 aclear direction is connecting with
stakeholders and partners.

4.116 Thereisan ongoingrequirement forthe service to maintain good, clear, consistent communicationin
support of the County’s recovery from the pandemicincluding providing enhanced communications

relating to the medium-termimpacts of the pandemic, such as mental health, domesticabuse and financial
hardship.

Current 2022/23 budget position

4,117 The Directorate operates within an overall budget of £2m, managing demand pressures within existing
financial resources wherever possible. The latestforecastisabalanced position.

Financial Pressures & Efficiencies

4.118 For 2023/24 payand price inflation creates atotal pressure of £0.1m. This pressure is offset by recognising
reduced staffing costs due to staff turnover.
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5. FINANCIAL STRATEGY AND DRAFT BUDGET 2023/24

5.1

This section sets out our approach to developing a Budgetand Medium-Term Financial Strategy. We
committed, as part of our Finance Improvement Programme, to assessing future budget setting processes
againsta best practice framework. This process began for 2020/21’s budget and has continuedin

successive years. The following six hallmarks are used as a self-assessment tool, with current progress set

out alongside.

Table 1 - Self-assessment against the Hallmarks of building the Budget
Self-Assessment

Hallmark
The budgethas a
Medium-Term
focus which
supports the
Strategic Plan

The budget process has been coordinated across Directorate Leadership
Teams, Strategy, Transformation and Finance; the integrated approach
ensuresthatthe budgetisfocussed on delivering Corporate priorities and
linked to the core planning assumptions

Despite significant uncertainty in the financial planning environment, 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

The Council launched a cross-cutting approach to budget setting for 2023/24
onwards to ensure that dedicated focus, resource, and adequatetime is
dedicated to solvingthe medium-term budget gap

Resources are
focused on our
visionand our

The budgetisbased on clearintegration with the Organisation Strategy, the
Transformation programme and corporate priorities; developed in partnership
across the organisation through the Strategicand Integrated Planning Group

priority e Thedraft budgethasbeen subjecttonumerousiterations through Cabinetand
outcomes CLT over the last five months to narrow the gap and clarify and update
assumptions
e Thecomprehensiveapplication of arecognised PESTLE+frameworktoreview
the likely environment for budget setting and service delivery
o Theassessmentledtothe development of Core Planning Assumptions, by
representatives from across the Council’s services, to provide a consistent
framework forplanning purposes
Budget not e Thecross cutting approach, integrated with transformation and with afocus
driven by short- on opportunities required overthe medium-term ensures that we are acting
term fixes and now to secure a sustainable budget overthe nextfive years
maintains e Businesscasesare builtaround corporate priorities; focussing on benefits

financial stability

realisation and deliverability across transformation, invest to save and capital
For the past fouryears, we have not used General Fund reservesto support
the budget—the planningassumptions are fora continuation of this strategy
overthe medium-term

We aimto continue to hold general fund reserves appropriateto meet the
assessed risk environment and specificpressuresto ensure our continued
financial resilience despite anincreasingly volatile and uncertain external
environment

Our reserves exceed the 5%-10% range recommended by Grant Thornton in
theirdocument ‘Lessons from recent PublicInterest Reports.” Thisis deemed
appropriate and reflects ourrisk assessment of the external local government
environmentinwhich we operate.

The budgetis
transparent and

well scrutinised

The Budget Task Group and Select Committees have beeninvolved early inthe
budget processtoset outthe approach, coveringthe Core Planning
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Assumptions, cross cutting efficiencies and funding projections. They have
been provided the opportunity to put forward suggestions to close the budget
gap. In October, Directorate pressures and proposed efficiencies were shared
inadvance of finalising the draft budget proposals. These sessions will
continue throughout the budget setting process.

Opposition Groups have been engaged earlierin the budget setting process for
2023/24. They have been consulted on the core planning assumptions, cross
cutting efficiencies, funding projections and asked to contribute suggestions to
close the budget gap.

The budgetis
integrated with
the Capital
Programme

Section 6 sets out the Draft Capital Programme

The Capital Programme is developed alongsidethe revenue budget and is
overseen by Capital Programme Panel. We continue to clearly demonstrate
delivery of corporate and service priorities and set out the impactand linkages
withthe revenue budget

Where decisions on available funding have been required, prioritisation of
capital bids have been reviewed by asub-set of Cabinetand CLT, takinginto
account parameters such as alignment to corporate priorities and impacton
the revenue budget

The full borrowing costs of proposed Capital Programme are reflected in the
revenue budgetand the trajectory for borrowing costs has been assessed over
the long-term

The full lifecycle costs of new investment are assessed to establish the long-
termfinancial impact

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

Section 9 sets out our approach to consultation, in summary:

We undertook in-depth engagement with residents in 2021 to understand
theirpriorities for our spendingand to gauge theirreaction toa number of
proposals. We have continued to validate the outcomes of that exercise in
2022 with otherexercises, including focus groups with residents to look at
services particularly importantto households. We have also undertaken a cost-
of-living survey with residents through the Surrey Health and Wellbeing Panel
During November and December 2022, we will engage furtherwith residents,
businesses, districts and boroughs, other publicservice partners and the
voluntary, community and faith sectorto understand theirviews about the
draft budgetand whetherwe are prioritising ourresourcesin the right places

Budget Principles
The MTFS for successive years has been built ona numberof high-level principles which are used as a
framework to setthe budget. These have provento be successful and have beenreaffirmed forthe

5.2

53

2023/24 budget.

The principlesare:

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

* Abalancedrevenue budget with only targeted use of reserves and balances (i.e. usingthemfortheir
intended purposeto cover one-off or time-limited costs);

* Regularreview of reserves to ensure appropriate coverage for emerging risk;

* Budgetenvelopessetforeach Directorate to deliverservices within available resources;

* Budgetsagreed and acknowledged by Accountable Budget Officers through Budget Accountability

Statements;

* Cost and demand pressures contained within budget envelopes;
* Robustefficiency plans which are owned, tracked, and monitored;
* Managers accountable fortheir budgets;
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* Scenario planningacross pessimistic, optimistic, and likely assumptions to set realisticboundaries on the
likely operating environment; and

*  Working with partnersto create bestvalue forresidents.

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

* Developinganditerating five-year plans, integrated with transformation and capital investment across
the Council;

* Continuingtoadopta budgetenvelope approach withamodel todetermine aconsistentand
transparent application of funding reductions to Directorate budget envelopes;

* Envelopesvalidated annually based on realisticassumptions and insight;

* Evidence bases usedto underpin all efficiency proposals;

* Assurance thatall efficiencies, pressures and growth are owned by Executive Directors with clear
governance throughoutthe 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

54

5.5

5.6

5.7

5.8

59

As an organisation we are constantly affected by our external environment, which has implications for
both what we want to achieve and how we will deliverforour residents and communities. Understanding
this contextisintegral in helpinginform and shape how we planand respond as an organisation to possible
future scenarios.

The draft revenue budget has been developed during a period of significant uncertainty; with the impact of
inflation forecasts, Government leadership and policy changes, funding, the impact of the cost-of-living
crisisand likely demand forservicesin 2023/24 all very unclear. This uncertainty has been managed
through the development and costing of a range of Core Planning Assumptions, which set outassumptions
aboutthe council’s most likely operating context.

The assumptions have been developed from emerging policy trends and predictions drawn from
government messaging, strategies, policy think tanks and otherinfluential institutions to build an
expectation of future conditions. They are notintended to define a specificfuture, but listimportant
factors that may affect the council’s resources and services toinform strategicand financial planningin the
short to mediumterm.

The creation of the Core Planning Assumptions drew from subject matter expertise from across the council,
forminga set of likely scenarios against which the service strategies and the Draft Budget were developed.

Directorate growth pressures have been subject toanumber of iterations and changing assumptions,
particularlyinrelationtoforecastinflation; culminatinginindicative pressures forthe Draft Budget of
£125.1m, including £6.8m of increased capital financing costs. The level of pressures represents a
significantincreasein the annual pressures identified, when compared to recent years, primarilydue to the
high inflation environment but also due to some significant pressuresincluded as a result of Government
policy proposals and continued demand pressures.

To date, efficiencies of £68.6m have beenidentified. Due tothe high level of pressuresidentified, this also
representsanincrease when compared to the level of efficiencies required in recent years. Together with
anincrease infundingof £27.1m (as setout in para 5.19) and estimated additional Adult Social Care
funding of £15m announced on 17 November 2022, these developments givea gap yet to be closed for
2023/24 of £14.4mm, as shownin Table 2 below.
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5.10 Furtherinformationon pressuresand efficiencies for each Directorate issetoutin Annex A

Table 2: Summary Draft Budget Position for 2023/24.

Budget

Pay & [Demand & Envelope

Base |[Contract| Other Identified [RELIIIES (initial Remaining

Budget | Inlfation | Pressures |Efficiencies allocation of Gap

Directorate £m £m £m £m funding) £m £m
Adult Social Care 401.7 32.9 19.8 (19.8)] 4345 410.3 24.2
Public Service Reform and Public Health 34.3 1.2 |- 1.2 0.0 34.4 344 |- 0.0
Children, Families and Lifelong Learning 221.8 8.8 29.9 (10.4)] 250.1 226.5 23.6
CFL - DSG High Needs Block 27.2 (22.2) 5.0 27.2 (22.2)
Environment, Transport and Infrastructure 141.7 13.2 1.7 (3.5)| 153.1 144.7 8.4
Surrey Fire & Rescue Service 33.2 2.9 3.5 (0.9) 38.6 33.9 4.7
Customer and Communities 16.9 1.5 0.1 (1.0) 17.5 17.2 0.2
Prosperity, Partnerships and Growth 1.6 0.1 0.1 (0.1) 1.6 1.6 0.0
Comms, Public Affairs & Engagement 2.0 0.1 - (0.0) 2.0 2.0 |- 0.0
Resources 76.8 7.5 1.4 (6.3) 79.4 78.4 1.0
Central Income and Expenditure 81.9 0.2 1.6 (4.3) 79.4 89.9 (10.5)

Directorate Total 1 039.0 68.4 56. 7 (68. 6) 1,095. 6 1,066. l 29. 4

-

Council Total 29 6 (83 6) 14 5 14 4

5.11 Giventhelevel of uncertainty nationally, and specifically forlocal government, a gap of £14.4m (1% of likely
netrevenue funding) represents acceptable progressin balancingthe budget at this early stage .
Uncertainty still surrounds our funding position, we willbe more certain once the provisional settlementis
issuedin December, which will outline how the additional fundingannounced by the governmentinthe
Autumn Statement will be distributed, with the method chosen likely to have a material impacton our
position.

5.12 Giventhelevel of efficiencies still required and the achievement of considerable efficiencies overrecent
years, itis extremely challenging for the council to identify this level of additional efficiencies. We continue
to review our proposals and look to mitigate pressures wherever possible, but the scale of the challenge
may mean we have to delay the achievement of some of our prioritiesin orderto meetthe financial
challenge ahead. Inaddition, areviewof the levels of reserves of the Council will be undertaken which will
be done withregard to the currenthigh risk operating environment. The extent to which thisis necessary
will depend on the allocation of funding from the Local Government Finance Settlementin December, and
confirmation of Districtand Borough Council Tax Bases in January.

National Funding Context

Background

5.13 Onthe 17*" November 2022, the newly appointed Chancellor of the Exchequer, the Right Honourable Jeremy
Hunt MP, announced the Autumn Statement, alongside the publication of updated economic forecasts for
the UK by the Office for Budget Responsibility (OBR). The announcements were widely anticipated, given
the economic, political and fiscal uncertainty of the previous few months since the fiscal announcements
made by the previous Chancellor at the end of September.

5.14 The Autumn Statementannounced plansto close asignificant fiscal gap (estimated at £55bn) through equal
measures of reduced spending and tax increases. The Chancellor needed to provide confidence to the
markets and the widereconomy and set out plans that were both politically and economically credible. The
announcements setout clearplansforthe short-term and guidelines for the medium-term beyond 2025/26.
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5.15

5.16

5.17

The Chancellor made some significant spending decisions forlocal government overthe next 2 years, with
increasesin fundingforsocial care and schools. Some of the additional funding has been found by
postponing the implementation of the social care reforms from October 2023 to October 2025, usingthe
resources availableto manage existing service pressures. Details of how the additional fundingannounced
will be distributed are yetto be announced, with the method chosen likely to have a material impacton
council’s relative positions.

In addition, the Chancelloris using the ability to increase council tax to help manage the impact of inflation
and the funding gap within local government. The Autumn Statementannounced anincrease inthe
referendum limit for core council tax increases from 1.99% to 2.99%, with an allowable additional adult
social care preceptof 2%, increased from 1%.

Details of spending plans forthe medium term are not set out, these will depend onthe speed and level of
improvement and growth in the economy. This continues the trend of uncertainty and a real risk of
reductions being required in public spending in the medium term.

Funding Assumptions for 2023/24

5.18

Forsome years, the most significantanticipatedinfluence on the Council’s funding has been the long-awaited
implementation of fundamental Government funding reform; the Review of Relative Needs and Resources,
alternatively referred to as the Fair Funding Review. Our assumption is that reform would see Surrey’s
funding drop significantly over the medium-term.Informed views indicate that thisisnow unlikelyto happen
this side of the next General Election, so any impact would be in 2025/26 at the earliest.

Table 3: Funding assumptions:

2022/23 2023/24 2024f25 2025/26 2026/27 2027/28

Council Tax 829.7 852.6 876.1 900.7 926.4 952.9
Business Rates 109.6 109.6 111.8 167.1 135.1 103.6
Grant Funding 103.4 106.1 97.5 12.0 12.0 12.0

Funding before collection fund 1,042.7 1.,068.4 1,0854 1,079.7 1,073.5 1.068.4

CT collection fund 1.6 0.9 2.6 2.6 2.7 2.8
BR collection fund (5.3) (3.1) (2.3) (2.3) (2.3) (2.3)
Total funding 1,039.0 1,066.1 1,085.7 1,080.1 1,073.9 1,068.9

Council Tax Funding

5.19

Governmentannounced on 17 Novemberthat councils could increase core council tax by up to 3% without
the needfora referendum and can raise up to 2% in an additional adult social care precept. Consistent with
our planning approach in recent years, council tax has been modelled assuming a Band D rate increase of
1.99% throughout the budget process to date. The variable used is the tax base which has been modelled
at a 0.75% growth for 2023/24.

Business Rates funding

5.20

521

A flat position has been modelled from 2022/23 to 2023/24, with the assumption that any inflationary
increase in the multiplier would be offset through a section 31 grants if the multiplier is frozen.

In addition, 2022 includes the impact of the revaluation change. Thisrelatesto a package of reforms which
supportsthe delivery of a three-yearly valuations cycle. Revaluations have previously beenimplemented in
1995, 2000, 2005, 2010 and 2017. Legislation had been introduced to bring the next Business Rates
revaluation forward by one year from 2022 to 2021 but that was postponed due tothe pandemic. Itis now
due to be implemented in 2022 and there will be a move to 3-yearly valuations hence forth.
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Grant funding

5.22 Thisincludes a slight uplift on the business rates multiplier grant with the assumption that it will be frozen
and compensated through aSection 31grant. Alternatives werereviewed forgrantfundingin 2023/24 with
consideration being given to New Homes Bonus and the Services Grants, both were due to cease from
2021/22 but given the lack of consultation, current budget assumptionsare that they will remainat 2021/22
levels. The PublicHealth grant (£39.6m) is also anticipated to continue at the 2022/23 level asis the Social
Care supportgrant (£31.2m). On 17 November, Government announced additional funding for Adult Social
Care. Details of the amount that the Council will receive as a result of this announcement have yet to be
released and confirmation is expectedin December. The draft budget has been amended to include an
estimated £15m of fundingin 2023/24 as a result of this announcement. This is a prudent, but not worst
case, assumption. The biggest determinant of the amount that SCC will receive is the distribution method
used and the extent to which capacity to raise adult social care precept is taken into account in the
distribution of government grant, a process known as “equalisation.” It is unlikely there will be large
additions in any other grant funding due to prevailing economic circumstances.

Collection Fund

5.23 The 2022/23 surplusisbased onthe Council Tax collection fund usually ending the yearin a positive
position. Thisisanticipated at 0.4% of Council Tax revenue.

5.24 For Business Rates an assumption has been made that the collection fund produces anin-yeardeficit. This
isanticipated atc0.5% of current Non-Domestic Rates income, eliminating the movements in previous
years caused by COVID.

CIPFA Resilience Index Update

5.25 The 2022/23 Budgetand Medium-Term Financial Strategy to 2026/27 report to Council in February
provided an update onthe Council’s performance inthe CIPFA resilience index, based on provisional
2020/21 data. CIPFA has now released the final datafor 2020/21 which confirmsthe findingin February’s
report, in particular showingimprovements in reserves sustainability. The level of reserves held, compared
to otherauthoritiesislow, howeverthe index for 2020/21 was significantly impacted by Covid-19funding,
whichin many cases was received at the end of the financial year and contributed to reserves, resultingin
some authorities showingsignificantincreases in levels of reserves as at March 2021. Therefore, CIPFA
recommendsthatitisviewedinthe context of beingatransitional year.

5.26 2021/22 data hasnot yetbeenreleased but willbe analysed forthe Final BudgetreportforFebruary 2023,
ifitisavailable. When available, we anticipate the 2021/22 data to show a furtherimprovementin

resilience, particularly inrespect of retained reserves which were further contributed to as a result of the
2021/22 outturn position.

CIPFA FM Code of Practice

5.27 CIPFAhasdevelopedthe Financial Management Code (FMCode), designed to ‘support good practice in
financial managementand to assistlocal authorities in demonstrating their financial sustainability.’

5.28 Itisforindividualauthoritiesto determinewhetherthey meetthe standards and to make any changes that

may be requiredto ensure compliance. The 2021/22 financial year represented the first full year of code
compliance. Officers carried out areview against the guidance and concluded that:

e the Council can demonstrate overall compliance with the standards;
e evidence could be strengthened forasmall number of indicators; and

e thereareseveralareaswhere, as a result of various changes overthe past three yearsincluding the
Finance Improvement Programme and the Finance Academy, the Council’s arrangements exceed the
standards.
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5.29 Theresults of a full self-assessment againstthe Code willbe shared as part of the Final Budget papersin
January 2023, including areas where further development orimprovement would be beneficial in 2023/24.

6. DRAFT CAPITALPROGRAMME 2023/24TO0 2027/28

Overview

6.1 Thissection providesan update onthe development of the Capital Programme for 2023/24 to 2027/28,
takinginto account 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 to
investinthe County, alignedtothe corporate priorities of the Council and in the areas of mostimportance
to our residents. In 2020, The Council declared a Climate Emergency asitrecognises that environmental
sustainability has to be at the core of what we do especially when delivering a Capital Programme of this
size. Ouraspirationsinthis space are highand we are continuing to work with external partners for
innovative waystodeliverourgreenagenda, inaway which is affordable for our residents. We are also
investingin otherequally important 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 beganinJune this year, maintainingthe trend of starting the
process earliereach year as part of a continual drive toimprove governance, deliverability and
accountabilityin capital.

6.4 An officer-led, Capital Programme Panel (CPP), ensures that the framework for setting the Capital
Programme continues to focus on outcomes forresidents, deliverability and affordability and contributes
to the Community Vision for Surrey 2030 and aligning with the organisation’s priorities.

6.5 Governance of the Capital Programme isled by CPP and the three Strategic Capital Groups (SCGs) for
Property, Infrastructure and IT with supportfrom Finance and Members. The SCGs are tasked with
developingthe Capital Programmebased on an asset planning approach to ensure that affordable, value
for money capital solutions are identified to meet the needs of residents.

6.6 CPP providesadditional assurance that capital plansfitin with corporate priorities and that deliverability
and benefits can be achieved. In collaboration with Finance, the impact of the Capital Programme on
financial resourcesis assessed with each new iteration to ensure itis sustainable, with particularfocus on
overall borrowinglevels and borrowing costsinthe mediumtolongterm.

6.7 Officers work closely with Cabinetto shape the development of the Capital Programme. Cabinet approve
the addition of new schemes, as well as transfers from the capital pipelineinto budget, following the
rigorous business case process. Assurance onthe delivery of high priority schemesis also provided through
the Major Projects Board as well as specific project boards forindividual majorschemes.

6.8 Governance structures, processes and procedures of the Capital Programme are continually assessed to
strengthen financial management, decision making, and accountability. This includes internal audit,
external reviews and work led by CPP and SCGs in collaboration with Finance.

6.9 Dueto the growingsize of the Capital Programme, additionalwork has been undertaken to 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 for establishing the Draft Capital Programme:

. Clearidentification and prioritisation of schemes that will be self-funded, with borrowing costs
directly metfromthe operating model through income and efficiencies. These schemes are not a
burdenonthe revenue budget;
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6.10

6.11

6.12

6.13

6.14

6.15

° Establishingaborrowing limit for schemesthat will be funded centrally and setting out animproved
framework to ensure prudent decisions are taken in the approval of capital schemes with
“unfunded” borrowing, to prioritise those that provide the bestvalue for money;

In additionto the above, Infrastructure and Property SCGs have set up Project Management Offices (PMOs)
to furtherdevelop 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 post completion re views and will work collaboratively with
the Benefits Board.

For commercial capital investments, the Memberled 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 help to ensure that we
continue to deliver quality services to our residents.

SIB provides effective oversight, ensuring alignment with the strategicobjectives and valu es of the Council.
SIB safeguardsthe Council’s interests and takes decisions in matters that require the approval of the
Council asowneror as a shareholder of a company.

The Capital Programme is splitbetween approved budget and capital pipeline. The pipelineallows the
Council toreflect on ambitious spending plans providing avision of the future to assess againstemerging
priorities and estimate potential impacts onthe revenue budget, in particular borrowing costs. Pipeline
schemesact as a placeholderforschemesin early stage of development which are movedintothe
approved budget only when their benefits and deliverability are adequately demonstrated to CPP and
Cabinet.

Overthe Summer, spending plans have been iterated and the SCGs have come forward with a refreshedset
of proposals, which have been adapted to reflect priorities and available financial and operational
resources. Each month CPP scrutinisesthe latestiteration with particular focus on deliverability (both in the
programme itself and against the pipeline), benefits and funding assumptions, with particularfocus on
overall borrowinglevels and borrowing costs.

A capital sub-group was established in October, consisting of members of the Council’s Leaderships Team,
Cabinetand Corporate Finance. This group was tasked with reviewing the capital bidsto ensure
appropriate prioritisation of schemes and affordability of the overall capital programme. The latest
iteration of the Capital Programme is setoutinthe sections below.

Capital Programme — MTFS Budget and Pipeline Summary

6.16

6.17

The current programme was approved by Council in February, totalling c£1.9bn. In developing this
programme, the Council carried out detailed modelling on the impact of the MTFS on borrowing costs and
borrowinglimits and ensured that revenue costs remained within the budget envelopes set out. This was
achievedthrough a combination of refining the borrowing requirement for pipeline schemes and through
identifyinganumber of schemes that will generate income or efficiencies sufficient to covertheir
borrowing costs. Self-funded schemes are scrutinised in detail at the business case stage and assessed
duringimplementation and completionto provide assurance that benefits are realised and borrowing costs
covered. Whenthere is deviation, agovernance framework exists to escalate and take action.

Where schemes do not generate sufficientincome or efficiencies to cover borrowing costs, this borrowing
is “unfunded” and the revenue costs are paid for centrally. Many schemes that have unfunded borrowing
receive considerable match funding and are critical toimprovinginfrastructure in the county, enabling the
continuation of providing statutory services, improving services, and realising priorities such as climate
change.
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6.18

6.19

6.20

6.21

The modelling that was carried out when developing the current MTFS determined alimiton new
unfunded borrowing of £40m from 2026/27 onwards, to keep borrowing costs within the revenue budget

envelope. The programme for 2023/24 to 2027/28 has been developed in accordance with this affordability
limit.

The challenge of developing an affordable capital programmethat complies with this limit and effectively
delivers Council priorities has grown, due to the impact of inflation driving up costs of delivery. Against this
backdrop, SCGs and CPP have reviewed the appropriateness of budget allocations and challenged delivery
plans, expenditure profiles and benefits of schemes. Opportunities to utilise other sources of funding have
beenfactoredintothe proposed budgete.g. grants and external contributions.

The draft Capital Programme is set out in more detail in AnnexB. To finalise the Capital Programme, CPP
and SCGs will continue totest the justification, affordability and prudence of planstoincrease borrowing.
The outcome of this work will be presented in detail to CabinetinJanuary as part of the Final Budget
Report, andin the Treasury Management Strategy and associated prudential indicators; both setto be
approvedinJanuary 2023.

Uncertainty remains overthe economicbackdrop. Inflation remains at extremely high levels and a
continued upward trend will drive up costs of scheme delivery. Uncertaintyon the path of interest rates
has increased significantly due to the possible risk of unknowns including further tax changes. The risk
remains thatinterestrates will continuetoincrease thus putting further pressure on revenue financing
costs that the Council will need to manage.

MTFS Capital Budget 2023/24 t02027/28

6.22

6.23

A total of c£1,142m of schemes are included inthe proposed approved capital budget over the MTFS
(excluding pipeline). Business cases for these well-developed schemes have been prepared and subjected
to appropriate testing and scrutiny before being approved. The schemes will be monitored during the year
for cost control, deliverability and to ensure budget estimates remain realisticover the period of the Capital
Programme. Table 4 below shows a breakdown of budget schemesinto the three SCGs overthe MTFS
period:

Table 4: MTFS Draft Capital Budget by Strategic Capital Group (excluding pipeline):

Strategic Capital Group MTFS Budget (£Em)
Infrastructure 598
Property 520
IT 24
Total Budget 1,142

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 support to vulnerable
residents. The top 10 schemesin the Capital Programme (excluding pipeline) make up 76% of the total
estimated budget:

e £189m - Highway Maintenance —improvements to roads and footways across the County
e f£146m - Surrey Flood Alleviation - River Thames Programme (element within the 5-year MTFS)

e f£117m - SEND Strategy (Phases 4) — increasing sufficiency of provision for special education needs and
disability in schools across Surrey

e £101m - Schools BasicNeed —increasing school places and building schools across the County
e f71m - Recurring Capital Maintenance Schools —County wide schools maintenance programme
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e £64m - Recurring Capital Maintenance Corporate (Non-schools) —County wide maintenance of service
buildings, community facilities and offices

e £59m - SEND Strategy (Phases 1-3) —increasing sufficiency of provision for special education needs and
disability in schools across Surrey

e f£54m - Bridge/Structures Maintenance —improvements and safety maintenance of specialist
infrastructure

e £36m - A320 North of Wokingand Junction 11 of M25 — Homes England grant funded road and
junctionimprovements

e £30m — Children Looked After (CLA) Schemes - capital investment across our residential estateto
increase capacityin Surrey

2023/24 Capital Budget (excluding pipeline)

6.24 c£363m isprovisionally included inthe draft capital budgetfor2023/24 as setout inthe table, below. This
will needto be thoroughly tested for deliverability priorto the final budget being approved butis
consistent with the scale of forecast delivery for 2022/23:

Table 5: 2023/24 Draft Capital Budget by Strategic Capital Group:

Strategic Capital Group | 2023/24 Budget(£m)

Infrastructure 199
Property 153
IT 11
Total Budget 363

6.25 Successful delivery of the 2023/24 budgetis a key part of ensuring the Capital Programme overall remains
on course. Between now and the final capital budget being presented to Cabinetin January 2023, CPP will
work with SCGs on the profiling of the draft budgets to ensure deliverability. The focus of the 2023/24
budget will be onthe schemes that comprise the majority of forecast spend. The top 10 schemes account
for 73% of the 2023/24 budget:

e f71m - Highway Maintenance —improvements to roads and footways across the County. Thisincludes
an element of planned acceleration of highways maintenance spend across 2022-24.

e f£36m - SEND Strategy (Phases 1-3) —increasing sufficiency of provision for specialeducation needs and
disability in schools across Surrey

e £36m - A320 North of Wokingand Junction 11 of M25 — Homes England grant funded road and
junctionimprovements

e f£27m - SEND Strategy (Phase 4) — increasing sufficiency of provision forspecial education needs and
disability in schools across Surrey

e f22m IndependentLiving (Batch 1)

e £18m - SchoolsBasic Need —increasing school places and building schools across the County

e f16m - Ultra Low Emission Vehicles (Buses)

e f13m - Bridge/Structures Maintenance —improvements and safety maintenance of specialist
infrastructure

e f£12m - Recurring Capital Maintenance Corporate (non-schools)—County wide maintenance of service
buildings, community facilities and offices

e f12m — Local Highways Schemes

MTFS Pipeline Schemes 2023/24t02027/28

6.26 Pipeline schemesinclude proposals developed to a stage where they can be earmarked against a flexible
fundingallocation builtinto the wider Capital Programme. The pipeline allows projects to be approved
duringthe yearsubjectto business case approval. The SCGs have come forward with an ambitious set of
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6.27

6.28

proposalstosupportkey strategic priorities and safeguard the future for Surrey residents. The table below
shows a breakdown of pipeline schemesinto the SCGs overthe MTFS:

Table 6: MTFS Draft Capital Pipeline by Strategic Capital Group:

Strategic Capital Group MTFS Pipeline (£m)
Infrastructure 402
Property 279
IT 17
Your Fund Surrey 60
Total Pipeline 758

The pipeline is key to the Council achievingits long-term objectives especially with regard to meeting
climate change targets and to create a greenerfuture for residents. Converting the pipeline into robust
business cases that can be scrutinised for funding, deliverability and benefits through the existing
governance frameworkis a priority for SCGs and CPP. The setup of the new PMOs in Property and
Infrastructure isa direct response toincrease pipeline conversion and deliver priorities.

The Council iscommitted to continue working with partners to unlock opportunities across the County,
including large 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
pipelineschemes based on estimated spend overthe MTFS period are shown below:

. £128m - Surrey Infrastructure Plan —County wide large infrastructure schemes

° £115m - Farnham Infrastructure Programme A31Hickleys Corner

° £60m — Your Fund Surrey; investing in community-led place-making or place-improving projects.

° £45m - Greener Futures - NetZero 2030 — measures to reduce the Council’s carbon emissions

. £43m - Pupil Referral Unit (PRU) Schemes —investmentin County PRU places and improvements for
improved pupil support

. £43m - Extra Care Housing—part of the strategicambition to building 725 units of affordable
accommodation across Surrey by 2030

o £30m — Greener Futures—NetZero 2050 target

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

° £26m - Libraries Transformation Phase 1—investmentin libraries across the County

° £21m — Materials Recovery Facility —construction of MRF in Surrey to deal with dry mixed
recyclable material arising from kerbside collections

6.29 Of the total pipelineallocationin the MTFS, c.£340m or 45% is proposed for schemes that contribute to

reducing carbon emissions, tackle climate change and enableagreenerfuture forresidents. A further £325
isincludedinthe capital budget, bringing the total to c.£665m. The Council has brought in expertiseto
betterunderstand and report on carbon impacts of the Capital Programme and to set established
processes forassessing capital plans and capturing necessary information for business case scrutiny and
benefits realisation.

6.30 All pipeline proposals are subject to ongoing development, scrutiny and challenge to e nsure feasibility and

deliverability before being approved to budget and confirmed into the Capital Programme.

6.31 The nature of the pipelineistobe a flexible portfolio of schemes that contribute to the Council’s strategic

objectives. Asaresult, SCGs may update the pipelineaccordingly to adapt to changing circumstances,
emerging priorities and financial constraints.
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7. FINANCIAL PERFORMANCE 22/23

7.1 The Month 6 Finance Update reportis reportedtothe same Cabinet on 29th November. Headline
performance issetoutbelow.

7.2 Revenue:Asat September 2022 (M6) Directorates are projectingafull year £24.4m deficit, aftertakinginto
account £8m of budget recovery plans; The Directorate positionis considerably more challengingthan at
the same pointlastyear, recognising the challengethe economicclimate and risinginflation hasonthe
delivery of ourservices within available budget, in addition there has been significant additional demandin
anumberof service areas.

7.3 Thecurrent level of projected overspendis significantand itisimperative that this reduces before we reach
the end of the year. Otherwise, there would be a material negative impact on the level of the council’s
reservesatatime whenthe level of external financial risk is extremely high. Therefore, Cabinet agreed that
concerted action needed to be taken to reduce the forecast position.

7.4 The Council remains committed to budget accountability and the budget envelope approach and therefore
Directorates which are currently forecasting an overspend position have committed to deliveringabudget
recovery plan, whichrequires the identification of targeted additional in-year efficiencies to mitigate the
forecast overspend

7.5 The 2022/23 budgetincludesgeneral contingencies and as such a balanced outturn overallis anticipated.
However, itisstill the expectation that Directorates manage the overspend within their budget envelopes
to maintain overall budget resilience and reduce the pressure on 2022/23 and future years.

7.6  Capital: The Council approved a capital budgetfor2022/23 of £210.9m in February 2022, afteradjustments
for carry forwards and acceleration the currentbudgetis £215.8m. The forecastat M6 is for full yearspend
of £220.5m, whichisthe neteffect of accelerationin some areas and slippage against other schemes, as
detailed below.

7.7 More information on the revenue and capital position can be found in the 2022/23 Month 6 (September)
Financial reportto Cabinet on 29th November 2022.

7.8  Many of the factors impacting the 2022/23 expected outturn position forboth revenue and capital will
continue into 2023/24 and the medium term. Budget estimates for 2023/24 include the ongoingimpact of
Directorate variances from the current financial year, where they are expected to continue. Both the
ongoingimpact of inflationary pressures being felt this financial year and estimates of high inflation rates
throughout 2023/24 are included in the starting point for 2023/24. Demand pressure trajectories have also
been continuedinto 2023/24 inrelation to those services experiencing pressures over and above the
budgetassumptionsin 2022/23, specifically within adult social care and children’s services. This provides
confidence that the underlying budget, overall, is realisticand deliverable. Theseincreased pressures
significantly escalatethe efficiency requirementin 2023/24.

8. MEDIUM TERM FINANCIAL OUTLOOK AND STRATEGY 2023/24 TO

2027/28

Funding Context for the Medium-Term
8.1 Overthe medium-term, the gap between expected Directorate spending pressures and projected funding
grows significantly. By 2027/28, the Council will needto close a gap of c.£221m.
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Thisis driven by:
e  Growth pressures:includingdemand and inflation: c£371m;
e Increasedborrowing costs of the capital programme: £40m;
Offset by:
e Anoverallincreaseinfunding: c£30m;
Less efficienciesidentified to date: c£160m.

8.2  Althoughourimmediatepriorityis understandably closing the gap and setting a balanced budget for
2023/24; ourmedium-term focus means thattransformation and service delivery plans are developing
now, which already go a significant way toimproving our medium-term financial outlook. These plans will
iterate as funding projections gain more certainty. The gap increases steeply from 2025/26 reflecting the
estimated impact of both Fair Funding Reforms and the delayed Adult Social Care Reforms.

Table 7: MTFS Gap to 2027/28
2023/24 2024/25 2025/26 2026/27 2027/28 Total

£m £m £m £m £fm £m
Brought forward budget 1,039.0 1,080.5 1,120.3 1,188.8 1,246.6
Directorate Pressures 118.3 59.5 78.5 66.3 48.3 370.9
Increased borrowing costs of Capital Programme 6.8 11.6 9.6 7.6 4.6 40.2
Identified Efficiencies (83.6) (31.3) (19.6) (16.1) (9.0) (159.8)
Total Budget Requirement 1,080.5 1,120.3 1,188.8 1,246.6 1,290.4 251.3
Change in budget requirement 41.5 39.8 68.5 57.8 43.8 251.3
Opening funding 1,039.0 1,066.1 1,085.7 1,080.1 1,073.9
Funding (reduction) / increase 27.1 19.6 (5.6) (6.2) (5.0) 29.9
Funding for Year 1,066.1 1,085.7 1,080.1 1,073.9 1,068.9
Overall Reductions still to find 14.4 34.6 108.7 172.7 221.5
Year on Year - Reductions still to find 14.4 19.9 74.3 63.9 48.9 221.4

Council Tax

8.3  Aneutral scenariofor Council tax has been modelled assumingaBand D rate increase of 1.99%. The
variable usedis the tax base which has been modelled ata 0.75% growth in 2024/25 and then 0.80%
growthin 2025/26 increasingto 0.85% in 2026/27 and 2027/28.

8.4 No assumptioniscurrently made onthe level of Adult Social Care precept.

8.5 Itisimportantto note that the Council’s main funding source is Council Tax. On average, this funds 80% of
netrevenue expenditure, the impact of the cost-of-living crisis on residents affecting their ability to pay
Council Tax make this area particularly difficult to predict. Local Council Tax Support schemes provide some
assistance, withincreasing support here likely to resultin areduced tax base approved by districtand
boroughs.

Local Government Reform (Fair Funding Review, Review of Relative Needs and

Resources) & Business Rates Reset

8.6 Thereview 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.
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8.7 Confirmation overthe timing of the reformis crucial to planning, notleast because we anticipate the
results will reduce ouroverall funding. We assume transitional arrangements will be putin place, sothe
pace of reductionis phased and the impact more manageable. Under normal circumstances officers would
review technical working group papers as a highly effective means of keepinginformed about the potential
direction of reform. However, working groups which were previously developing the new s ystem have been
suspended and so the ability to gatherany new and robustintelligence has been reduced.

Business Rates
8.8 For2023/24 to 2024/25 anincrease of 2% has been modelled, with the assumption some growth will occur
through inflationary increases to the multiplier.

8.9 Business Rates reform is then modelled from 2025 onwards, although timings of this are currently still
unconfirmed. Once this is implemented the Council will likely see an initial increase to Business Rate
retention and a decrease to grant income 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.

Grant income

8.10 Minimal changesto grants are assumed until 2024/25 due to governmentindications that large changes are
unlikely. From 2025 onwards, centrally held grants are reduced or eliminated altogether following the
assumption of large-scale Business Rate reform.

9. ENGAGEMENT AND CONSULTATION

9.1 In 2021, the council agreed arobust approach to consultation and engagement to inform setting the 2022-
23 budget, our medium-term financial strategy, and our next phase of transformation. Having previously
undertakenanin-depth budget engagement exercisein 2018, thisthorough, in-depth exercisein 2021,
provides astrong foundation to shape budget decision making, meaning we could take alightertouch
approach to engagementoverthe nextfew years to continue validating the outcomes of this work.

9.2 ThroughSeptemberand October 2021, the council commissioned Lake Market Research to carry outin-
depthresearchinto Surrey residents’ priorities for our budget. The aims of the exercise were to:
e Raise awarenesswithresidents of the context we are workingin, includinglocal budget pressures,
theirviewsonthe needtotransformservices, and new approachestoservice delivery
e Identifyresidents’ informed spending preferences
e Testspontaneousandinformed attitudes towards service changes and residents’ rolesin supporting
change — what would be acceptable, and what wouldn’t be acceptable.

9.3 When presented withinformation about the council’s financial context, residents expressed their surprise
at the size of the efficiencies required and found it challenging to comprehend what the impact would be
onresidentsifall departments were required to find savings.

9.4 Theservicesresidents most wanted to protect from funding reductions was social care for those aged 65
and over; followed by waste services, children’s social care, education services, fire and rescue and social
supportservices (such as services to support unpaid carers).

9.5 Whenresidentswere asked directly if they would agree with a 2% increase in Council Tax, over half (54%)
thoughtit should notbe increased and the £80 million required savings for 2022/23, on top of the £200
million alreadyrequired overthe medium-term, should come from somewhere else. However, when asked
if they would supportanincrease to protect the mostvulnerable, 67% of respondents agreed with an
increase underthose circumstances.
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9.6

9.7

9.8

9.9

9.10

9.11

When asked if they would supportupto 2.5% increase in the Adult Social Care Levy to spend more onthe
care of the mostvulnerable adultsand older people, 57% said they would support this if the council
decided totake up the option. Support was higheramongst residents aged 65 and over and residents with
a disability.

Otherthemesemerging fromthe research were:

e Residents wanted the councilto prioritise making efficiencies through better use of land and assets
and by supporting local communities to be more involved in delivery

e Residentsstrongly supported investmentin early intervention and prevention

e Theyexpectservicestojoinup more effectively throughout planningand delivery to strengthen the
chances of improved outcomes

e Theywant the council to put residents most at risk of beingleftbehindin Surrey atthe heart of
decision-making, such as people who are digitally excluded

e Residentsare demandingagreaterrole in decision-makingand delivery intheirlocalities,
accompanied with more community engagement

e Theyalsowant more practical guidance from authorities on changes they could make in theirlivesto
make a difference to theirlocal places and communities

e Theywant the council tolobby central governmentforfurthersupportto enable the county to achieve
netzero by 2050.

We have taken opportunitiesin 2022 to build uponthe 2021 engagement exercise. In May 2022, Lake

Market Research undertook qualitative research to explore:

e Awareness of County Council responsibilities

e Factors that make a good place to live and what local areaimprovements they would like to see
(generally /irrespective of whois responsiblefortheir delivery)

e Servicesparticularlyimportanttoresident households andin need of more supportfrom Surrey County
Council

e Top of mindreactionsandimportance of Surrey County Council’s four strategicoutcomes and their
potential measurement

Three virtual focus groups were held with Surrey residents, with residents randomly sampled to take part
viatelephone interviews. Care was taken to obtain a mixed demographic profile in this research. Each
group were split by age as follows with amix of gender, working status and district / borough in each age
group:aged 16-34, aged 35-54 and aged 55+.

Safetyis a key component of feeling content withthe areayoulivein (police presence, low crime rates,
lighting). This was particularlyevidentamongst femaleresidents across all age groups. Anotherarea(linked
to safety) isthe local community and how local residents interact and support one another; an area
considered particularlyimportantin the context of the recent pandemicand isolation requirements. Access
to green/ open spaces and education are significant contributors amongst residents aged 35-54. Residents
recognisedthe quality of service provisionintheseareas currently and referenced their desireto keep
these / protectthem from future funding cuts / planning.

With regards to whatimprovements residents would like to see to theirlocal area, healthcare accessisa
common area residents would like to change in the near future. The availability of GPs, requirements for
online access/ consultations and mental health support were raised as concernsin all three groupsandin
considerable detail. Improvements to local town centres and shoppingareasis seenasa keyimprovement
area to residents aged 16-34. Whilstit was recognised thatinvestmentis underwayinsome areas, a
number of this age group commented on needingtotravel tootherareas (in and outside of Surrey) for
retail and leisure purposes.
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9.12

9.13

9.14

9.15

9.16

9.17

9.18

9.19

9.20

9.21

There was considerable concern with regards to housing / planningand the thought given to the required
surroundinginfrastructure (particularly amongst residents aged 55 & over, residents livingin rural areas).

Anotherarea particularly pertinentto residents aged 16-34 is improvements to publictransport; both
trains and buses. Reliability, frequency, and cost are cited as key barriers to use / more frequent use
amongstthisage group. Road conditionsas well as road userbehaviourare concerns raised amongst
residents aged 35 & over. Amongst those commentingthese areas are seen aslong-termissues and met
with scepticism that the situation willchange in the nearfuture.

Residents were shown alist of areas that Surrey County Council is responsible fororhasa role in delivering
for the County. They were asked to think about which are particularly importanttothemand which need
more support from Surrey County Council overthe nextfew years. They highlighted:

e Making sure people getaccesstothe servicestheyneed

e Helpingpeoplecope withthe rising cost of living

e Community safety / managingcrime / anti-social behaviour

Additionally, in August 2022, a cost-of-living survey was asked of the Surrey Health and Wellbeing Panel.
The panel consists of 2,000 residents, and there was aresponse rate of approximately 800 for this survey.
The data was then weighted to be representative for the county based on age and gender.

The key findings show that while the majority of Surrey residents are notin crisis situations, they are
beginningto make cutbacks. Itis important to note that some residents are in crisis already.

For furtherinformation, Cost of Living Crisis Survey August 2022 | Tableau Public contains the full results
and graphs. This survey will be repeatedin winterto see if there has been any change.

We have also taken the opportunity whileshaping the 2023/24 Budget, to engage with membersto get
theirviews much earlierinthe process thanin previous years. An all-member briefingwas held in June, the
member Budget Task Group was heldinJuly, Septemberand November, and early engagement with Select
Committeestook placeinJuly, and againin October, with further discussions planned for December.

We have also been speakingto ourstaff aboutthe current budget contextand otherstrategicchallenges.
For example, the Leaderand Chief Executive have been discussing thisin their check-in and chat staff
roadshowsin October.

Engagementwill continue with residents, businesses, district and borough councils, other publicservice
partnersand voluntary, community and faith sector organisationsin November and December 2023. This
opensurvey will be launched alongside the publication of the Draft Budgetand will ask for views on the
Draft Budget, how resources are proposed to be spentand the impact on residents and communities. The
results from this will be published in the final Budget paperfor Cabinetin January and full council in
February.

Impacts of budget proposals, both positive and negative, are considered by services in avariety of ways,
includingthrough services’ own consultation and engagement exercises and the use of Equality Impact
Assessments (EIAs). EIAs are used to guide budget decisions and will be included in the final Budget paper
alongside an overview of the cumulativeimpact of proposed changes. At Surrey, we considerimpacts not
juston the nine protected characteristics, butalso othervulnerable groups, for example, those at socio-
economicdisadvantage, Gypsy, Romaand Travellercommunities, those experiencinghomelessness, and so
on.
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10. NEXT STEPS

10.1

10.2

10.3

10.4

The Final 2023/24 BudgetReportand Medium-Term Financial Strategywill be presented to Cabinetin
January 2023 and ultimately approved by Full Councilin February 2023.

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

The provisional settlementis expected in late December and confirmedinJanuary, the outcomes of which
will feedinto the Final Budget report to Cabinet.

At this pointwe are expecting a balanced budget for 2023/24 to Cabinetand Full Council forapproval. The
focusfor the intervening periodistoresolve the budget gap of £14.4m. Thisis likely to be achieved through
a balance of the following factors:

° Review income and funding assumptions - particularly in light of the Local Government Finance
Settlement;

° Ensure that contingencies inthe 2023/24 budgetandreserve levels are set atthe appropriate levels,
reflectingthe current high-risk environment and providing resilience to deal with continuing
uncertainty, specifically around the economy, policy changes and inflation;

° Review Directorate budget envelopes for further efficiencies; and

° Continue to review opportunities and drive further cross cutting efficiencies.
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