Surrey County Council

Statement of Accounts
2019/20



[aYe I=ToY=YaTo [=Y 0}l XU Lo [ o ol Y=Y o Yo o TR i

Narrative REPOIT...cciiiiiiiiiiiii it 1
Statement Of RESPONSIDIlITIES. ....cueerveerieeiienieee e 16
Comprehensive Income & Expenditure Statement ........ccocveeeieeeniieiiieenieeeee e 17
Movement in Reserves StatemMeENnt.......cooiviiiiiiiiiee e e 18
BalanCe SNEEL ... oot sttt he e s st s bbb ns 19
Cash FIOW STATEMENT....ceiuiiiiieieeieet ettt ettt sttt b e bt e s e e sae e et e e sbeesbeesaeesanenas 20
Note 1: Expenditure and FUNAING ANAIYSIS ....ccovuuierieeiiiieiiieeiee ettt e s e 21
Note 1a: Note to the Expenditure and Funding ANalysis........ccceereveernieenieeniieeniee e 23
Note 1b: Customer income - segmental analysis ......coocueerieiriieeniieiieeee et 25
Note 2: Income and expenditure analysed by NAtUIe ........coceeiieiieiiieiiene e 25
Note 3. ACCOUNEING POIICIES ..cuveeueeetieiieiie ittt ettt ettt sb e sttt e sbeesaeesaneeas 26
Note 3a: Accounting policies issued but Not adopted.........cceceeeriieiiiiieiieceie e 40
Note 4: Critical judgements in applying accounting POLICIES ......cccveerriierieeriieeiie e 41
Note 5: Assumptions made about the future and major sources of estimation uncertainty ...... 44
Note 6: Events after the balance sheet date .......ccceveerieiieiiieeeeeee e 46
Note 7: Material items of income and eXPenditure ..........ccoceeveeieeiieeneeneeneneee e 47
Note 8: Adjustments between accounting basis and funding basis under regulations ............... 47
Note 9: Transfers to / from earmarked rESEIVES..........cccuviriererierieieirerese et 50
Note 10: Other operating income and eXPENAITUIE .......coeeeiiriiiriieiierieee e 52
Note 11: Financing and investment income and eXpenditure ........c..ccceeveereeeenieenieeeseeescreneee 52
Note 12: Council tax and general grants & contributions ..........cccceceeienieniniieeeeece 53
Note 13: Property, plant & @QUIPMENT......cocueiviiiiieiieieriere ettt 54
Note 14: Investment Properties .......ccccviiiiiiiiiiiiiii e 57
Note 15: Foundation, voluntary aided and voluntary controlled schools and academies........... 58
Note 16: FINancial iNSErUMENTS ... .coiveiiiiiiiiiieeie ettt et sttt et e e e e e 59
Note 17: Short £ermM deBTOIS. ....cccuiiiieiieiie ettt et e 68
Note 18: Cash and cash qUIVAIENTS ......c.cuerviriiriiierieeriee ettt s 68
Note 19: Assets held fOr SAIE ..ottt et e 69
NOTE 20: CrOAITOIS. . ueeetieerteeeitei et e ettt e st e st ee et e e st e bt e sar e e s bee e sabee s beeesneeesareeesmreesareeeaneeesareeennnes 69
NOLE 211 PrOVISIONS ..eiiiiiriiiiiiiiiiiiiiiic ittt ba e s s aba s e s sarae s 70
NOTE 22: USADI FESEIVES .....eiiieiieetieieerite ettt sttt et ene e b e saeesane e 72
NOTE 23: UNUSADIE FESEIVES ... .eeeueieieeiierite ittt ettt ettt st sttt et sb e sbeesre e sae e et e teesbeesneesane e 72
NoOte 24: POOIEd BUAEEES ....eeiiiieiiieeeee et ne e e e 77

NOLE 25: MEMDBDEI @llOWANCES .. ..ot e e et e e e e e e et s b s e e e e seeesbab e eeeenenes 79




Note 26: Officer remuneration — SeNIOr OFfICEIS .....oviiiiuieeeiieiieeeee e e 79

Note 27: Officers’ remMUNEratioN.......ccceeveieiiiie et e b e e 82
NOTE 28: EXIT PACKAEES -.c.vveeurieutieieetieitee sttt ettt ettt ettt sttt ettt sb e s b e sbee st e et e ebeesbeesaeesanenas 83
Note 29: EXternal Uit COSES.....ccueiiuiiiiiiiiiie ettt sttt s 84
Note 30: Dedicated SChOOIS Grant........ccoceerieriieeiieeieeree ettt sttt e e 84
Note 31: Grants and CONEIIDULIONS .....ceeiuvieiiieeiieeeee ettt e e b e e sanes 87
NOte 32: Rl PArI@S .uuveeeiiieiiiieeiie ettt ettt et e st e e sab e s e s enteesbeeesanes 88
Note 33: Capital expenditure and capital finaNCING ......ccccverieriiriiieeeeeeeee 90
NOEE 341 LRASES ..ttt ra e s s ara s 91
Note 35: Other short-term and long-term liabilities .........cceeereeerieriiiienieceee e 92
Note 36: Private finance initiatives and similar CONtracts ........cceveveerveeenieeriieeniee e 93
Note 37: Pension schemes accounted for as defined contribution schemes..........ccccceeeereennne 95
Note 38: Defined benefit PENSION SCEMES.......cccuiiiiiiiiiiieeeeee e 96
Note 39: Contingent assets and liabilities......ccoeereeriiriiriieeeee e 102
Note 40: Cash flow - adjustments for non-cash MoOVeMENtS .........ccecveeeiiierieieniecneceeeeeee 103
Note 41: Cash flow - purchase of property, plant & equipment .........ccocveeriererieenieeeiieceeeene 104
Note 41a: Cash flow - Reconciliation of liabilities arising from financing activities ................... 104
Note 42: Prior period adjUSTMENTS ........cocveiiieiieiierieeeeee ettt st s bbb 105
GrOUD ACCOUNTES ....eiiiiiiiiiiii ittt s abb e s ba e e s s saba e e s s abae s 106
Annual GOVErNance StateMENT ......cocveriirieiieeeee ettt s 114
Firefighters’ Pension Fund Financial Statements......c..ceeveriiriirciieieeseereesee e 126
Surrey Pension FUNA ACCOUNTS.......coiviiiiiieiiee ettt sitee e st s s e s e s snee e smneesneeesmneesane 129

[T Lo XS =Y VAo 1 i =Y o 0 0 LY 172




Independent Auditors Report

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Surrey County Council (the ‘Authority’) and its
subsidiaries (the ‘group’) for the year ended 31 March 2020 which comprise the Comprehensive
Income and Expenditure Statement, the Movement in Reserves Statement, the Balance Sheet, the
Cash Flow Statement, the Group Comprehensive Income and Expenditure Statement, the Group
Movement in Reserves Statement, the Group Balance Sheet, the Group Cash Flow Statement, and
notes to the financial statements, including a summary of significant accounting policies, and
including the Firefighters' Pension Fund Financial Statements comprising the Firefighters’ Pension
Fund Account and the Net Asset Statement, and related notes. The notes to the financial statements
include the notes to the Group Accounts. The financial reporting framework that has been applied in
their preparation is applicable law and the CIPFA/LASAAC code of practice on local authority
accounting in the United Kingdom 2019/20.

In our opinion, the financial statements:

e give a true and fair view of the financial position of the group and of the Authority as at 31 March
2020 and of the group’s expenditure and income and the Authority’s expenditure and income for
the year then ended;

e have been properly prepared in accordance with the CIPFA/LASAAC code of practice on local
authority accounting in the United Kingdom 2019/20; and

e have been prepared in accordance with the requirements of the Local Audit and Accountability
Act 2014.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the ‘Auditor’s
responsibilities for the audit of the financial statements’ section of our report. We are independent
of the group and the Authority in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, including the FRC’s Ethical Standard, and we have
fulfilled our other ethical responsibilities in accordance with these requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

The impact of macro-economic uncertainties on our audit

Our audit of the financial statements requires us to obtain an understanding of all relevant
uncertainties, including those arising as a consequence of the effects of macro-economic
uncertainties such as Covid-19 and Brexit. All audits assess and challenge the reasonableness of
estimates made by the Executive Director of Resources and the related disclosures and the
appropriateness of the going concern basis of preparation of the financial statements. All of these
depend on assessments of the future economic environment and the group’s and Authority’s future
operational arrangements.

Covid-19 and Brexit are amongst the most significant economic events currently faced by the UK,
and at the date of this report their effects are subject to unprecedented levels of uncertainty, with
the full range of possible outcomes and their impacts unknown. We applied a standardised firm-
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wide approach in response to these uncertainties when assessing the group’s and Authority’s future
operational arrangements. However, no audit should be expected to predict the unknowable factors
or all possible future implications for an authority associated with these particular events.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the I1SAs (UK)

require us to report to you where:

e the Executive Director of Resources’ use of the going concern basis of accounting in the
preparation of the financial statements is not appropriate; or

e the Executive Director of Resources has not disclosed in the financial statements any identified
material uncertainties that may cast significant doubt about the group’s or the Authority’s ability
to continue to adopt the going concern basis of accounting for a period of at least twelve months
from the date when the financial statements are authorised for issue.

In our evaluation of the Executive Director of Resources’ conclusions, and in accordance with the
expectation set out within the CIPFA/LASAAC code of practice on local authority accounting in the
United Kingdom 2019/20 that the Authority’s financial statements shall be prepared on a going
concern basis, we considered the risks associated with the group’s and Authority’s operating
activities, including effects arising from macro-economic uncertainties such as Covid-19 and Brexit.
We analysed how those risks might affect the group’s and Authority’s financial resources or ability to
continue operations over the period of at least twelve months from the date when the financial
statements are authorised for issue. In accordance with the above, we have nothing to report in
these respects.

However, as we cannot predict all future events or conditions and as subsequent events may result
in outcomes that are inconsistent with judgements that were reasonable at the time they were
made, the absence of reference to a material uncertainty in this auditor's report is not a guarantee
that the Authority or group will continue in operation.

Emphasis of Matter — effects of Covid-19 on the valuation of land and buildings and
the net pension liability

We draw attention to Note 5 of the financial statements, which describes the effects of the Covid-19
pandemic on the valuation of the Authority’s and group’s land and buildings and the Authority’s net
pension liability as at 31 March 2020.

As disclosed in note 5 to the financial statements for property, plant and equipment valuations, the
valuer has indicated that values are likely to fall but that it is not possible to predict the extent at this
stage, given the unprecedented circumstances. Less weight can be attached to previous market
evidence to inform valuation opinions of value. This will be kept under review and revised as
appropriate.

As disclosed in Note 5 with respect to investment property valuations, the valuer has stated that
Covid-19 has potentially had a major impact on the economy, with uncertainty over the impact of
the crisis on investment property valuations. They have also stated that there have been major
adverse effects on stock markets, growth forecasts and business confidence and that capital and
rental values may change rapidly, especially in the retail sector. They have also stated that while
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there have been mitigations from central government empirical evidence of the impact is still
relatively scarce concluding that there could be a material uncertainty in their 2019/20 valuations.

As disclosed in Note 5 with respect to the pension liability, due to considerable market volatility as at
31 March 2020 due to Covid-19, there has been additional uncertainty regarding the Fund’s
investment valuations, specifically relating to private equity and property fund assets. Market
conditions would lead the Council’s and group’s actuaries to believe that this a material uncertainty.

Our opinion is not modified in respect of this matter.

Other information

The Executive Director of Resources is responsible for the other information. The other information
comprises the information included in the Statement of Accounts, other than the Authority and
group financial statements, the Firefighters pension fund and, our auditor’s report thereon and our
auditor’s report on the Surrey Pension Fund Accounts 2019/20. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge of the group and Authority obtained in the audit or
otherwise appears to be materially misstated. If we identify such material inconsistencies or
apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If,
based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact.

We have nothing to report in this regard.

Other information we are required to report on by exception under the Code of
Audit Practice

Under the Code of Audit Practice published by the National Audit Office on behalf of the Comptroller
and Auditor General (the Code of Audit Practice) we are required to consider whether the Annual
Governance Statement does not comply with the ‘delivering good governance in Local Government
Framework 2016 Edition’ published by CIPFA and SOLACE or is misleading or inconsistent with the
information of which we are aware from our audit. We are not required to consider whether the
Annual Governance Statement addresses all risks and controls or that risks are satisfactorily
addressed by internal controls.

We have nothing to report in this regard.

Opinion on other matter required by the Code of Audit Practice

In our opinion, based on the work undertaken in the course of the audit of the financial statements
and our knowledge of the Authority gained through our work in relation to the Authority’s
arrangements for securing economy, efficiency and effectiveness in its use of resources, the other
information published together with the financial statements in the Statement of Accounts, for the
financial year for which the financial statements are prepared is consistent with the financial
statements.
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Matters on which we are required to report by exception

Under the Code of Audit Practice, we are required to report to you if:
e we issue a report in the public interest under section 24 of the Local Audit and Accountability Act
2014 in the course of, or at the conclusion of the audit; or

e we make a written recommendation to the Authority under section 24 of the Local Audit and
Accountability Act 2014 in the course of, or at the conclusion of the audit; or

e we make an application to the court for a declaration that an item of account is contrary to law
under Section 28 of the Local Audit and Accountability Act 2014 in the course of, or at the
conclusion of the audit; or;

e we issue an advisory notice under Section 29 of the Local Audit and Accountability Act 2014 in
the course of, or at the conclusion of the audit; or

o we make an application for judicial review under Section 31 of the Local Audit and Accountability
Act 2014, in the course of, or at the conclusion of the audit.

We have nothing to report in respect of the above matters.

Responsibilities of the Authority, the Executive Director of Resources and Those
Charged with Governance for the financial statements

As explained more fully in the Statement of Responsibilities set out on page 16, the Authority is
required to make arrangements for the proper administration of its financial affairs and to secure
that one of its officers has the responsibility for the administration of those affairs. In this authority,
that officer is the Executive Director of Resources. The Executive Director of Resources is responsible
for the preparation of the Statement of Accounts, which includes the financial statements, in
accordance with proper practices as set out in the CIPFA/LASAAC code of practice on local authority
accounting in the United Kingdom 2019/20, for being satisfied that they give a true and fair view,
and for such internal control as the Executive Director of Resources determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, the Executive Director of Resources is responsible for
assessing the group’s and the Authority’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of accounting unless
there is an intention by government that the services provided by the Authority will no longer be
provided.

The Audit and Governance Committee is Those Charged with Governance. Those charged with
governance are responsible for overseeing the Authority’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.
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A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council’s website at: www.frc.org.uk/auditorsresponsibilities. This description
forms part of our auditor’s report.

Qualified Conclusion

On the basis of our work, having regard to the guidance issued by the Comptroller & Auditor General
in 2019, except for the effects of the matters described in the basis for qualified conclusion section
of our report we are satisfied that, in all significant respects Surrey County Council put in place
proper arrangements for securing economy, efficiency and effectiveness in its use of resources for
the year ended 31 March 2020.

Basis for qualified conclusion

In June 2015 Ofsted published a report on services for children in need of help and protection,
children looked after and care leavers in Surrey, based on their inspection visit in November 2014.
The overall judgement was that children's services were inadequate. The inadequate rating has
remained in place during 2019/20, and two further monitoring visits from inspectors took place in
June and December 2019.

In December 2019, Inspectors concluded that Senior leaders and managers have made substantial
progress in improving the response to children who are at risk of significant harm, and children who
have subsequently become subject to child protection and child in need plans. The Authority was
preparing for a follow up inspection towards the end of 2019/20 however the Covid-19 pandemic
has meant that a number of expected inspections did not take place as planned.

Having considered the findings and conclusions of the above inspections, together with the results of
our audit work, we have concluded that whilst there have been improvements in the quality of social
work, management oversight and supervision, practice is not yet consistently strong for all children.
This matter is evidence of weaknesses in proper arrangement for understanding and using
appropriate and reliable financial and performance information to support informed decision
making and performance management and planning, organising and developing the workforce
effectively to deliver strategic priorities.

Responsibilities of the Authority

The Authority is responsible for putting in place proper arrangements for securing economy,
efficiency and effectiveness in its use of resources, to ensure proper stewardship and governance,
and to review regularly the adequacy and effectiveness of these arrangements.

Auditor’s responsibilities for the review of the Authority’s arrangements for securing
economy, efficiency and effectiveness in its use of resources

We are required under Section 20(1)(c) of the Local Audit and Accountability Act 2014 to be satisfied
that the Authority has made proper arrangements for securing economy, efficiency and
effectiveness in its use of resources. We are not required to consider, nor have we considered,
whether all aspects of the Authority's arrangements for securing economy, efficiency and
effectiveness in its use of resources are operating effectively.

We have undertaken our review in accordance with the Code of Audit Practice, having regard to the
guidance on the specified criterion issued by the Comptroller and Auditor General in April 2020, as

Vv


http://www.frc.org.uk/auditorsresponsibilities

Independent Auditors Report

to whether in all significant respects the Authority had proper arrangements to ensure it took
properly informed decisions and deployed resources to achieve planned and sustainable outcomes
for taxpayers and local people. The Comptroller and Auditor General determined this criterion as
that necessary for us to consider under the Code of Audit Practice in satisfying ourselves whether
the Authority put in place proper arrangements for securing economy, efficiency and effectiveness
in its use of resources for the year ended 31 March 2020.

We planned our work in accordance with the Code of Audit Practice. Based on our risk assessment,
we undertook such work as we considered necessary to be satisfied that the Authority has put in
place proper arrangements for securing economy, efficiency and effectiveness in its use of
resources.

Report on other legal and regulatory requirements - Delay in certification of
completion of the audit

We are required to give an opinion on the consistency of the pension fund financial statements of
the Authority included in the Pension Fund Annual Report with the pension fund financial
statements included in the Statement of Accounts. The Local Government Pension Scheme
Regulations 2013 require authorities to publish the Pension Fund Annual Report by 1 December
2020. Asthe Authority has not prepared the Pension Fund Annual Report at the time of this report
we have yet to issue our report on the consistency of the pension fund financial statements. Until
we have done so, we are unable to certify that we have completed the audit of the financial
statements in accordance with the requirements of the Local Audit and Accountability Act 2014 and
the Code of Audit Practice.

We cannot formally conclude the audit and issue an audit certificate in accordance with the
requirements of the Local Audit and Accountability Act 2014 and the Code of Audit Practice until we
have completed the work necessary to issue our Whole of Government Accounts (WGA) Component
Assurance statement for the Authority for the year ended 31 March 2020. We are satisfied that this
work does not have a material effect on the financial statements or on our conclusion on the
Authority's arrangements for securing economy, efficiency and effectiveness in its use of resources
for the year ended 31 March 2020.

Use of our report

This report is made solely to the members of the Authority, as a body, in accordance with Part 5 of
the Local Audit and Accountability Act 2014 [and as set out in paragraph 43 of the Statement of
Responsibilities of Auditors and Audited Bodies published by Public Sector Audit Appointments
Limited]. Our audit work has been undertaken so that we might state to the Authority’s members
those matters we are required to state to them in an auditor's report and for no other purpose. To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than
the Authority and the Authority's members as a body, for our audit work, for this report, or for the
opinions we have formed.

Ciaran MclLaughlin

Key Audit Partner
for and on behalf of Grant Thornton UK LLP, Local Auditor

London

5 November 2020
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Narrative Report to the Statement of Accounts

Executive Director’s Narrative Report

Surrey County Council took significant steps forward over the course of the financial year to 31° March
2020 in relation to service delivery, performance, financial management and sustainability. Despite
being proud of our achievements, we recognise that there is much still to do. We have strengthened
our resilience as an organisation through developing our financial competence and building reserves
to tackle the challenges we know the future will bring.

The Narrative report provides context on how Surrey County Council uses its resources to provide
services and deliver our Community Vision for Surrey in 2030. The report includes:

e Context - describing the county of Surrey and the scale and scope of Surrey County Council

e Organisational Strategy — explaining our Community Vision for 2030 and the core elements
of our strategy

e Service Performance - highlighting achievements in 2019/20 and our plans for the future

e Financial Performance — summarising our income and expenditure for the year, the
headlines from our Balance Sheet and our capital investment programme

e Strategic Risks — explaining our approach to risk management

e Recent Events — our response to COVID-19 in 2019/20 and looking ahead into 2020/21

e Explaining our Accounting Statements — a section describing the purpose of the main
statements within our accounts.

e Material Items and Group Accounts — a summary of the material items our in our Statement
of Accounts and explaining our Group Accounts

The foundations we have built in 2019/20 leave us in a stronger position to tackle the unique set of
challenges brought by COVID-19. The organisation is working tirelessly to ensure that we face those
challenges and emerge in a good position to continue our response to the pandemic but also drive
forward recovery and continue to deliver our ambitions for the future. These statements primarily
look back at the financial year ended 31st March 2020. Although March saw the first few weeks of
the COVID-19 crisis, and our balance sheet recognises the initial impact, the full financial
consequences will fall in 2020/21 and future years. In the Recent Events section of this narrative
report we detail the likely future financial impact of the crisis and how the council is responding.

Leigh Whitehouse, Executive Director — Resources & Section 151 Officer

Surrey County Council
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ABOUT THE COUNTY

Population: Surrey has a population of 1.19 million and is the twelfth most populous English county.
The current population is largely healthy and active and has an upwards trend in life expectancy for
men and women. By 2030 the population is expected to be 1.26 million, with more than 22% of
residents aged 65 - 47% of whom are anticipated to be living in a residential care home setting.

Education and Skills: There are more than 380 schools in Surrey, collectively serving around 157,000

children and young people of compulsory school age. 94% of Surrey schools are rated good or
outstanding.

About 50% of the working age population (16 — 64 year olds) hold a degree-level qualification. Over
50% of people leave for study and do not return for employment, which is significantly higher than
the national average.

Health and Wellbeing: There has been an increase in demand for services for vulnerable adults and

children. The county is affluent but with pockets of social deprivation that has increased between
2010 and 2015. The 25 most deprived neighbourhoods in Surrey are also within the third most
deprived areas in the country. There has been increased food bank usage, and 2 in 5 emergency food
supplies have been for children.

Housing: Housing in Surrey is increasingly expensive, with the average house price £430,000. The
national average house price to wages ratio is 7.7 times. Surrey is nearly double (13 times). There is
proportionally less affordable housing than other areas in the South East, and consequently a growing
need for affordable housing especially for residents on low incomes. There are signs of increasing
homelessness and fuel poverty.

Crime: In the recent years, Surrey has had the second highest increase in recorded crime in the South
East. There are increases in recorded burglary, criminal damage and drug offences, and significant
increases in robbery and violent crime. Domestic abuse is a growing problem (8,459 cases in 2018/19)
and domestic abuse factors in a third of child protection plans.

Environment and Infrastructure: The county of Surrey is about 1,663 km? (650 m?). Surrey’s 3,452 mile
road network is a high priority topic for residents. Surrey has one of the busiest road networks in the

country, which carries double the national average of traffic and has the greatest average delay on
the roads out of all counties at 46 seconds per vehicle per mile. CO; levels across the whole of Surrey’s
road network have been falling year-on-year since 2005. Over 500,000 tonnes of waste is disposed of
each year, with over 54% of it being recycled or reused. Residents have good access to woodland
spaces with over a quarter of the population living with 500 metres of accessible woodland.

Economy: A strong economy worth £40 billion, which grew by 23% between 2010 and 2017 - in line
with economic growth in the South. Surrey has high and increasing earnings with a high disposable
household income of £28,416 per head per year. The county is an attractive and popular place for
businesses with the number of business per 10,000 population in Surrey increasing by c.37% between
2010 and 2017. Surrey has had an unemployment rate lower than the average for the South East since
2004.
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The day-to-day costs (£2,064m annually) of running the council is made up of £741m of staff costs
(2018/19 £696m), and £1,323m on non-staff service expenditure (2018/19 £1,370m). This is funded
from council tax, business rates, central government funding, and fees and charges.

Our services to the people of Surrey include: education, supporting and protecting vulnerable people
through social services, managing the amount of waste Surrey people produce, maintaining and
managing roads and public transport networks, libraries, strategic planning, consumer protection,
public health; and fire and rescue services. Occasionally, delivery of services involves using facilities
beyond our boundaries as a county, for example: care homes, fire stations and primary, secondary
and special needs schools.

Population increases are due to birth rates and immigration, improvements in lifestyle, and
medication to help people live fuller lives. Since 1889, we have had the responsibility to meet our local
people’s needs and ensure that council tax and business rate payers get value for money. This is
recognised through transparency, information and public accountability.
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ORGANISATION STRATEGY 2020-2025

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

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

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

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

Working with residents in every
area of Surrey to identify and

address causes of inequality, Hepingreskdents Tackling the causes

help themselves of climate change

e and ech other e and become
within their 5 a carbon-neutral
expectancy community so they're more county as
for everyone. ' effective, efficient i
and seamless i
for residents. possible.
Working with residents,
Recognising the benefits of a I::::r:::ei:;ezartners and
diverse workforce lecti
and population to collectively
to ensure ineat Making the most of new
Surrey is a challenges 10 : technology to innovate and
place full of and grasp. Investing in the infrastructure improve services, and the way
opportunity. opportunities. Surrey needs to build a strong and we work, to help Surrey and
resilient economy. residents thrive.

The strategy outlines how we aim to deliver our ambitious agenda and sets a course for the next phase
of our transformation journey, whilst ensuring financial sustainability.
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THE COUNCIL’S PERFORMANCE ACHIEVEMENTS 2019/20

We are creating a solid foundation on which to build a prosperous and exciting future for Surrey by
ensuring that we as a council are as efficient and effective as we can be and are transforming our
services so they can be in the best place to deliver our 2030 ambitions. Here are some examples of
our work and highlights that are beginning to make a positive impact on Surrey - the people and the
place.

We are supporting children and young people in
Surrey to be safe and feel safe and confident by
improving and strengthening our support for those
that are vulnerable, at risk or in care. This was
confirmed by a positive Ofsted monitoring report in
June 2019.

We are developing more education, skills and employment opportunities closer to home for children
and young people with special educational needs and disabilities by agreeing plans to create 883
additional specialist school places over the next four years.

We have supported more people to get the right health and social care at the right time and place by
cutting waiting times by almost 11% over the past year for older people being discharged from
hospital.

We have also agreed plans to deliver 725 specially adapted homes so more older people can live
independently. This will mean that by 2028, we aim to have over 1,150 of these properties available.

We are ensuring this council achieves value for money for residents and is sustainable and fit for the
future, having delivered £106m in efficiencies in 2018/19 and £72m in 2019/20 with no call on our
limited reserves.

We are creating cleaner, greener communities in Surrey
and aim to exceed our current ranking as the 3rd best
council in the UK for recycling. We have kept all of our
community recycling facilities open to help residents
contribute.

We are supporting more residents to feel safe in their
communities, having carried out nearly 5,000 Safe and
Well Visits to reduce the risk of fire in the homes of Surrey’s more vulnerable residents.

We have also saved them around £776,000 by tackling unfair trading practices, scams, rogue traders
and serious organised crime across the county.

We continue to work on making journeys easier, more predictable and safer in Surrey having carried
out more than 50,000 road repairs over the past year and supporting residents to make over 7.5
million bus journeys in 2018/19.

We are helping businesses in Surrey thrive by securing hundreds of millions of pounds from
government and other stakeholders for infrastructure across the county, including £95 million for
Woking town centre.
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We are supporting more residents have a place to call home by making over 14.6 hectares of land on
our estate — equivalent to just over 17 football pitches - available for building new homes.

We are supporting our communities to have the infrastructure they need by connecting properties
across the county to faster broadband.

We received £7k from London Marathon Charitable Trust towards an all weather pitch at a Surrey
school.

We are making swift and effective progress, enabling us to deliver great quality services, support and
value for money for Surrey residents now and well into the future. But we know there is more to be
done if we are to achieve our ambitions. In the coming weeks and months we will be bringing forward
initiatives, setting out plans and agreeing budgets to support them.

We will:

e commit hundreds of millions of pounds to protecting homes from flooding as we start the
Surrey Flood alleviation scheme next year

e invest even more in our 3,000 miles of roads and pavements to ensure people can get
around smoothly and safely

e help tackle the climate emergency and protect our environment for future generations,
becoming a carbon-neutral council as soon as possible

e plant at least one tree for every one of our 1.2 million residents

e boost our local economy by setting up a £100m Your Fund Surrey to improve our high
streets

e provide surplus space in Surrey County Council buildings for free use by voluntary
organisations

e consider conversion of any surplus council owned land to public allotments to produce food
for foodbanks

We are creating a solid foundation on which to build a prosperous and exciting future for Surrey and
the county council by ensuring that we are as efficient and effective as possible and transform our
services so they can be in the best place to deliver our 2030 ambitions.
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FINANCIAL PERFORMANCE

CORE FUNDING

In common with the rest of local government, the Council has seen a steady reduction in its core
funding over the last ten years. The Government’s aim is to phase out non-specific grant funding
altogether, instead allowing local authorities to retain a higher proportion of business rates collected
locally.

ADDRESSING FUTURE CHALLENGES

The Medium Term Financial Strategy has recently been updated, indicating that in addition to
reductions in government funding the Council also expects to see increasing demand for services over
the next ten years. Population growth will put pressure on both adult social care and services for
children. Anticipated changes to the Better Care Fund and New Homes Bonus will also affect the
Council’s finances together with more general economic changes brought about by Brexit and COVID-
19. To balance the budget there will be a continuing need for service transformation, efficiencies and
other savings initiatives for the foreseeable future.

2019/20 COUNCIL TAX AND REVENUE SPENDING

To achieve a balanced budget for the year a programme of efficiencies including transformation
activities totalling £82m was established. The Council achieved £72m (c88%) of the £82m target. As in
previous years, these efficiencies have come from measures which avoid service reductions such as
income generation, improved efficiency and procurement activities.

The below chart highlights the Revenue Income in green against expenditure in yellow.

Fees, Charges
& Other
income

£267m

Revenue
Actual
£1,854m

Health

‘1.«1
ommunity
Protection
£47m

Transport &
Environment
£209m

Transformation,
e Zresources partnership &
itureand gq,a3, Prosperity
£45m
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The final outturn for the year is a small surplus of £0.2m. We have contributed £2.8m to General Fund
Reserves (including the £0.2m surplus). This is shown in Central Income and Expenditure.

There are accounting adjustments for capital, pensions and reserves that lead to a deficit of £173m
(deficit £82m 2018/19) in the Comprehensive Income and Expenditure Statement.

BALANCE SHEET

The Council holds £2,200m of long-term assets at 31 March 2020 (£2,226m as at 31 March 2019),
which is primarily made up of the property, plant and equipment held by the Council. Details on these
assets can be found in notes 13 and 14. In addition to these balances, the Council holds material
balances relating to pension liabilities and borrowing.

e The pension liability recognised on the Council’s balance sheet has a significant impact on
the net worth of the Council. Pension benefits do not become payable until employees
retire, however the Council is required to account for the future obligations at the same
time as the employees earn their future entitlement. The pension liability is calculated by an
independent actuary, Hymans Robertson. The Local Government Pension Scheme liability is
estimated to be £1,096m at the balance sheet date (£1,192m at 31 March 2019). The
firefighters pension liability is also included within the Council’s accounts and is estimated to
be £546m, a decrease of £60m on the previous year. This liability does not need to be met
within the next year but over the working lifetime of the scheme members. The Council is
making appropriate lump sum payments to the pension fund in addition to the contributions
related to current employees. The accounting deficit is based on a snapshot in time and does
not predict the funds financial condition or its ability to pay benefits in the future.

e The Council continues to pursue a strategy of temporarily borrowing using its internal
resources to finance capital expenditure and using short term borrowing to cover short term
cash flow requirements, rather than borrowing long term. This results in reduced interest
payable costs and is considered a prudent strategy in an economic climate when interest
rates achievable on holding large cash balances continue at historic lows. In September,
when rates were at an all-time low rate, we agreed to borrow an extra £45m from Public
Works Loan Board. As a result of this strategy, long term borrowing is now £442m (2018/19
£397m). Short term borrowing, mainly from other Local Authorities, has decreased to
£240m (from £279m at 31 March 2019).

In addition to these material balances, the Council holds £22m of provisions at 31 March 2020 (£47m
at 31 March 2019). These are created when the Council has a liability to make future payments, but
precise timing of the payment and the amounts are uncertain. Further details on provisions can be
found in Note 21.
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Balance Sheet Balance Sheet
As at 31 March 2019 As at 31 March 2020
Total Assets £2,492m Total Assets £2,396m
Current Current Assets
Long Term Assets £2,225m Assets £267m Long Term Assets £2,200m £196m
s || Qthertons | esestment | (ST || porcris | Couvalons e | Cinertons L invesiment § oS8 TET W 2R | oo
gt il IR s i Rt el IR R cooome | o | TS | mesimens f s | andters
Offset by: Offset by:
( )
Total Liabilities £2,895m Total Liabilities £2,673m
|\ J
( AYd ) : -
Current Liabilities Long Term Current Liabilities Long Term
£528m Liabilities £2,366m £474m Liabilities £2,199m
. VAN
'a AYd )
Long term Other long
Short term Creditors Other Lia!ai_lties Borrowing Per_|sic!r! Fund term liabilities
seme gom || anafrosons || Qowond | eee || it . . . . . .
£439m £94m
| J L J
Makes:
Total net liabilities £278m

Surrey County Council
Assets £1,364m

Surrey Pension Fund

Assets £1,396m Liabilities £1,798m Liabilities £1,642m

[ Total net liabilities £402m ]

[ Surrey County Council ] ‘ Surrey Pension Fund

Funded by:
{ N\
. J
{ AY 4 N\
Unuseable Unuseable
Useable Reserves £405m Reserves
Useable Reserves £370m Reserves (£683m)
(E773m)
. 7\ J
) ( ) ) General Revenue Capital Schools Pension Other
General Revenue Capital Schools Pension Other Fund Reserves | Reserves | Reserves Reserve Reserves
Fund Reserves Reserves Reserves Reserve Reserves £24m £246m £143m £8m (£1642m) £959m
£21m £163m £162m £24m (£1798m) £1,025m
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CAPITAL

The Council set a capital budget for 2019/20 of £129.2m in February 2019. The capital position was
reprofiled twice during the year (in M2 and M7) to accurately reflect the delivery of the programme.
As a result, the current 2019/20 capital budget was revised to £126.7m. Capital Programme spend for
the year against this budget is £117.2m, which has resulted in £9.5m (7.5%) slippage of the
programme.

The Council entered into a Sale & Leaseback arrangement with Surrey and Borders National Health
Trust in March 2020, requiring a capital investment from the Council of £25.4m (£24.9m in 2019/20
with fees to be confirmed) in return for an initial annual rental income at a cost neutral position. There
was also £0.9m further spend on the investment property portfolio. Further details can be found
within the Cabinet outturn report for 2019/20 on the Council’s website.

The below chart highlights the capital funding (blue segments) against expenditure (brown segments).

Council
reserves

Third Party
Contributions
£13m

Investment
Properties
£26m

| Total
| 2019/20
. Capital
Council,  £143m
landand
 buildings
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The Council has an ambitious five year capital investment programme totalling £650m making Surrey

a place fit for the future.

Highways - Further £92M
of spend to improve and
maintain our highway
network which includes
3000 miles of road, over
3000 miles of pavements;
from a deteriorating to
steady state.

SEND - Up to River Thames Flood Community Investment
£31M on specialist Alleviation Scheme - Fund — £100M fund to
provision and a £237M and Wider regenerate high streets
new SEND school. Surrey Flood Alleviation and visible investment in
Further phases in Scheme - £33M to communities over the

future years.

protect thousands of
homes and businesses
from the risk of flooding.

Greener Futures — Various projects
including Solar Farms; EV charging
point pilot; ULEV purchases and
electrification of various transport
services, including. Total spend
c£84M.

Improved Access to the Countryside
— Maintenance and improvements to
the rights of way network and visitor
improvements totalling £3M.

medium term.

11

P 7 Bt el
Extra Care - up to 165 units across
first three planned extra care sites,
with an estimated pre-planning
land value of £5.5M. SCC capex of
£1.8M. Total investment of £7.3M.
Future phases to deliver up to 725
units.

/

scc
will invest a further £70M
to provide school places.
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TOP STRATEGIC RISKS FOR UPCOMING YEAR & GOVERNANCE

A risk management strategy is in place to identify and manage risk. The Council’s strategic risks are
contained in the strategic risk register and are summarised below. Further details can be found in
the risk management reports to Audit & Governance Committee. The strategic risk register will
continue to be refined and developed during 2020/21.

Organisational

Financial Resilience Resilience

- failure to develop sustainable medium term

financial plans - failure to respond effectively to COVID-19
- failure to deliver savings plans - insufficient capability and competency for
- lack of transformation of SEND services change
results in reactive service reductions
and reduction in council resilience. . leads to severe service disruption
Strategic and reduction in capacity.
Risk Register
Ways of Working Social Care
- volume and pace of change - failure to transform the provision of Children's
- insufficient buy in, understanding and Services
engagement - lack of availability of provider market
- ineffective partnership working
!eads to inability to generate service results in people left in harmful situations and
improvements and planned outcomes. an inability to maintain services.

RECENT EVENTS - POST BALANCE SHEET EVENTS — COVID-19

Surrey County Council has a vitally important role in helping to lead the local response to COVID-19
via the Surrey Local Resilience Forum (LRF) which has the primary objective to save lives, protect the
NHS, to ensure our residents are protected wherever possible and that crucial public services continue
to operate in these unprecedented times. As the national and local situation developed rapidly, we
supported our decisions and response with the latest Public Health information about COVID-19, and
updated Cabinet on the strategic and sensitive issues arising from the extensive response work and
initial recovery planning, going on across Surrey. Since a major incident was declared by the LRF on
19 March, the council has taken a number of steps to ensure it is protecting residents and staff, and
using its resources as effectively as possible to combat COVID-19

Response in 2019/20

Having undertaken a comprehensive business continuity planning process, the council was
able to suspend certain non-essential services and re-deploy staff into areas and activities that
have been critical to our emergency response — that includes over 100 staff working as part
of and supporting the LRF

The council’s Community Helpline was set up to help residents access advice, guidance and
support —and has now received over 4,000 calls

12
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Response subsequently

e Food deliveries from Spectrum Centre — over 1,600 food boxes have gone out to
date

e Parking permits critical workers — parking concessions on-street and in LA-owned car
parks

e Support for schools and early years settings helped them stay open over Easter,
giving over 2,000 children access to places

e Testing for keyworkers and care homes ramped up

e Online mental health and emotional wellbeing hub launched for Surrey residents

e 39,327 shielded residents (3.3% of population)

e Headley Court repurposed as temporary community hospital

e Effective governance - Cabinet meetings, weekly group leader calls, Council meeting
virtually in May

- Recognising the potential financial impact of COVID-19 on providers, the council has put in
place a number of support measures designed to protect them and of course the essential
services they provide.

Financial support includes
*  10% goodwill grant payments to ASC providers £9m (April-June 2020)

* Surrey organisations able to access small grants via the Community Foundation (in
addition to the Hardship Fund)

» Officers identifying non-care suppliers at risk and coordinating financial support

Partners have an active role in planning and managing our response, Surrey Community Action are
part of the Local Resilience Forum - Community Settings Cell, and are also on weekly calls with the
Integrated Care System. Surrey Care Association now attending the LRF Community Care Settings
Cell.

RECENT EVENTS - POST BALANCE SHEET EVENTS - COVID-19 -
FINANCIAL IMPLICATIONS

When announcing the initial support of £1.6bn to local authorities, the Government stated that the
allocation would form part of the first phase of the response. The Government committed to review
the adequacy of the funding. A further £1.6bn funding was provided subsequently, and there is an
expectation that the government will shortly provide further information on a comprehensive support
package for local government. This is not however expected to seek to fund all aspects of the crisis,
so there remains some uncertainty about the extent of the funding that will be provided.

The Council has received £47m of COVID-19 related funding (£25m received in 2019/20). £0.9m was
utilised for 2019/20 CV19 costs with the balance carried forward to 2020/21. At Month 2 (May 2020),
the Council is forecasting £73.2m gross pressure including forecasted costs, loss of income and non-
delivery of efficiency proposals for 2020/21. After taking into consideration the grant funding, there
is a deficit of £27.1m. However this position is constantly being refined as information emerges.
Further details are published in the Cabinet Committee papers.

At the current time, there remains uncertainty about the financial impact of the COVID-19 crisis on
the Council’s finances, both in terms of the additional expenditure that will be incurred and the

13
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income that will be forgone, and in relation to the extent to which government will provide additional
funding to cover this. However, based on our current estimates of these variables, we expect that we
will be able to contain the financial impact of the crisis as it manifests during 2020/21 without
significant change to our financial plans.

The level of uncertainty about the impact and the funding position for future years is even less clear,
but our relative financial strength should ensure that solutions that protect the whole sector are
sufficient to maintain our financial sustainability too. It would appear inevitable though that our
medium term financial outlook is significantly more challenging than might have been the case prior
to the emergence of the COVID-19 public health crisis.

EXPLANATION OF ACCOUNTING STATEMENTS

The Statement of Accounts sets out the Council’sincome and expenditure for the year, and its financial
position at 31 March 2020. It comprises core and supplementary statements, together with disclosure
notes. The format and content of the financial statements are prescribed by the CIPFA Code of Practice
on Local Authority Accounting in the United Kingdom 2019/20, which in turn is underpinned by
International Financial Reporting Standards.

The Core Statements are:

The Comprehensive Income and Expenditure Statement — this records all of the Council’s income and
expenditure for the year. The top half of the statement provides an analysis by service area. The
bottom half of the statement deals with corporate transactions and funding.

The Movement in Reserves Statement is a summary of the changes to the Council’s reserves over the
course of the year. Reserves are divided into “useable”, which can be invested in capital projects or
service improvements, and “unusable” which must be set aside for specific legal or accounting
purposes.

The Balance Sheet is a “snapshot” of the Council’s assets, liabilities, cash balances and reserves at the
year-end date.

The Cash Flow Statement shows the reason for changes in the Council’s cash balances during the year,
and whether that change is due to operating activities, new investment, or financing activities (such
as repayment of borrowing and other long term liabilities).

The Group Accounts include:

The assets and liabilities of companies and similar entities, which the Council either controls or
significantly influences.

The Supplementary Financial Statements are:

The Annual Governance Statement, which sets out the governance structures of the Council and its
key internal controls (this will be included in the final audited version of the accounts).

The Pension Fund Account, which reports the contributions received, payments to pensioners and
the value of net assets invested in the Local Government Pension Scheme.

The Notes to these financial statements provide further detail about the Council’s accounting policies
and individual transactions.

14
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A Glossary of key terms can be found at the end of this publication.

MATERAL ITEMS & GROUP ACCOUNTS

Details of specific material items of income and expenditure include:

e Expenditure on the Council’s Private Finance Initiative Schemes (note 36),
e Government grant and Council Tax income (note 12)

De-recognition of academy schools — when a school changes status to an academy, the ownership of
the land and buildings transfers from the Council to the school. The assets are written out of the
balance sheet and an accounting adjustments is made in the CIES.

The Council considers all its relationships and interests in other entities and has concluded that it
exercises control of significant influences over the economic activities of the following organisations:

e Hendeca Group Ltd (formerly S E Business Services Ltd) - a Local Authority Trading Company
(LATC), wholly owned by the Council, set up for the provision of business services.

e Surrey Choices Ltd - a LATC, wholly owned by the Council, set up for the delivery of day
services and community support options for people with disabilities and older people.

e Halsey Garton Ltd - a LATC, wholly owned by the Council, to make property investments.

e Henrietta Parker Trust — the Council exercises control over this trust fund, the income of
which supports adult learning.

Group accounts are therefore prepared, combining the accounts of these organisations with those of
the Council and excluding any intra-group transactions and balances, to give an overall group position.
However, the economic activity of the trust fund is not deemed material and therefore has not been
incorporated into the group accounts.

15



Statement of Responsibilities

The council’s responsibilities
The council is required to:

e make arrangements for the proper administration of its financial affairs and to secure that
one of its officers has the responsibility for the administration of those affairs. In this council
that officer is the S151 Officer:

e manage its affairs to secure economic, efficient and effective use of resources and safeguard
its assets;

e approve the Statement of Accounts.

The S151 Officer’s responsibilities

The Executive Director of Resources is responsible for the preparation of the council’s Statement of
Accounts in accordance with proper practices as set out in the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom (The Code).

In preparing this Statement of Accounts, the S151 Officer has:

e selected suitable accounting policies and then applied them consistently;

e made judgements and estimates that were reasonable and prudent;

e complied with the local authority Code.
The S151 Officer has:

e kept proper accounting records which were up to date;

e taken reasonable steps for the prevention and detection of fraud and other irregularities.
Certification

| certify that the statement of accounts set out on pages 17 to 113 presents a true and fair view of the
financial position of the council and of its expenditure and income for the year ended 31 March 2020;
that the firefighter pension fund accounting statements on pages 126 to 128 give a true and fair view
of the financial transactions of the firefighter pension fund during the year ended 31 March 2020; that
the statement of accounts on pages 129 to 171 presents a true and fair view of the financial position
of the Surrey County Council Pension Fund at 31 March 2020 and its income and expenditure for the
year then ended.

| b RN -
/AL NAA S — g

Leigh Whitehouse
Executive Director of Resources (5151 Officer) Chairman of Audit & Governance Committee

20 November 2020 20 November 2020
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Comprehensive Income and Expenditure Statement

Restated year ended 31 March 2019 (see

Note 42)

Gross Income Net
Expenditure Expenditure
£000 £000 £000

555,906 (274,799) 281,107
331,814 (331,672) 142
487,263 (123,448) 363,815
30,487 (30,430) 57
59,289 (2,715) 56,574
164,506 (21,204) 143,302
123,236 (12,729) 110,507
27,041 (1,492) 25,549
8,041 3,650 11,691
1,787,583 (794,839) 992,744

35,829 (25,711) 10,118

242,545 (91,382) 151,163

(891,657) (891,657)

(180,143) (180,143)

(1,071,800) (1,071,800)

2,065,957 (1,983,732) 82,225

(64,655)

120,173

55,518

137,743

Children, Families, Learning &
Culture

Delegated Schools

Adult Social Care

Public Health

Community Protection
Transport & Environment
Resources

Transformation, Partnership &
Prosperity

Central Income & Expenditure

Cost of Services — continuing

operations

Other Operating Income &
Expenditure (note 10)

Financing & Investment Income &

Expenditure (note 11)

Local Taxation (Note 12)
General grants & contributions
(note 12 and note 31)
Taxation, general grants &
contributions

(Surplus) or Deficit on Provision of

Services

(Surplus) or deficit on revaluation

of non-current assets
Remeasurement of the net
defined benefit liability

Year ended 31 March 2020

Other Comprehensive Income & Expenditure

Gross Income Net
Expenditure Expenditure
£000 £000 £000

526,871 (252,612) 274,259
376,005 (361,295) 14,710
504,750 (129,539) 375,211
30,795 (809) 29,986
46,565 (6,283) 40,282
209,041 (22,968) 186,073
145,778 (18,508) 127,270
45,270 (14,863) 30,407
1,474 (1,123) 351
1,886,549 (808,000) 1,078,549

21,809 (23,526) (1,717)

156,108 (72,709) 83,399

(821,853) (821,853)

(165,134) (165,134)

(986,987) (986,987)

2,064,466 (1,891,222) 173,244

(48,285)

(249,916)

(298,201)

(124,957)

Total Comprehensive Income & Expenditure
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Movement in Reserves Statement

2019/20

Balance at 31 March 2019

(Surplus) or deficit on provision of services (accounting basis)
Other comprehensive income & expenditure
Total comprehensive income & expenditure

Adjustments between accounting basis & funding basis under
regulations (note 8)

Increase/decrease in year

Balance at 31 March 2020

2018/19

Restated Balance at 31 March 2018

(Surplus) or deficit on provision of services (accounting basis)
Other comprehensive income & expenditure

Total comprehensive income & expenditure

Adjustments between accounting basis & funding basis under
regulations (note 8)

Increase/decrease in year

Balance at 31 March 2019

* See note 9 earmarked reserves and note 22 usable reserves

General
Fund and Capital Capital Grants Total Total
Earmarked Receipts & Contributions Usable Unusable Council
Reserves* Reserve Unapplied Reserves Reserves Reserves
£000 £000 £000 £000 £000 £000
(212,973) (46,858) (110,610) (370,441) 772,933 402,492
173,244 173,244 173,244
(298,201) (298,201)
173,244 173,244 (298,201) (124,957)
(227,627) 1,888 17,532 (208,207) 208,207
(54,383) 1,888 17,532 (34,963) (89,994) (124,957)
(267,356) (44,970) (93,078) (405,404) 682,939 277,535
(161,878) (92,504) (77,137) (331,519) 596,268 264,749
82,225 82,225 82,225
55,518 55,518
82,225 82,225 55,518 137,743
(133,320) 45,646 (33,473)  (121,147) 121,147
(51,095) 45,646 (33,473) (38,922) 176,665 137,743
(212,973) (46,858) (110,610) (370,441) 772,933 402,492
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As at
31.03.2019

£000

1,750,724
1,024
138,225
6,727
93,087
235,949

2,225,736

268

400
1,165
209,234
55,471

266,538

(279,026)
(226,373)
(5,974)
(11)
(105)
(16,938)

(528,427)

(40,862)
(397,786)
(1,927,691)

(2,366,339)

(402,492)

(370,441)
772,933

402,492

Balance Sheet

Property, plant & equipment
Heritage assets

Investment property
Intangible assets

Long term investments

Long term debtors

Long term assets

Short Term:

Intangible assets

Assets held for sale
Inventories

Short term debtors
Cash & cash equivalents
Current Assets

Short Term:

Borrowing

Creditors

Provisions

Revenue grants receipts in advance
Capital grants receipts in advance
Other current liabilities

Current liabilities

Provisions

Long term borrowing
Other long term liabilities
Long term liabilities

Net Assets/(Liabilities)
Usable reserves

Unusable reserves
Total Reserves

19

Note:

13

14

16
16

19

17
18

16
20
21

35

21
16
35

9,22
23

As at
31.03.2020

£000

1,729,439
1,024
133,789
7,278
92,949

235,563

2,200,042

2,515
1,296
137,856

54,189

195,856

(239,698)
(216,584)
(735)
(176)
(34)

(17,084)

(474,311)

(20,777)
(442,263)

(1,736,082)

(2,199,122)

(277,535)

(405,404)
682,939

277,535



2018/19
£000

82,225
(247,354)

(28,936)

(194,065)

149,876

(9,021)
23,255

74,085

238,195

17,938
750,502
(816,817)

(48,377)

(4,247)
(51,224)

(55,471)

Cash Flow Statement

Net (surplus) / deficit on the provision of services

Adjustments to net (surplus) / deficit on the provision of services for
non-cash movements

Adjustments for items included in the net (surplus) / deficit on the
provision of services that are investing and financing activities

Net cash inflow from operating activities
Purchase of property, plant & equipment, and investment property
Proceeds from the sale of property, plant & equipment

Payments for short-term and long-term investments

Receipts of short-term and long-term investments
Other receipts & expenditure from investing activities
Net cash outflow from investing activities

Cash payments for the reduction of the outstanding liabilities relating
to finance leases and on-balance sheet PFI contracts

Payments for short-term and long-term borrowing

Receipts of short-term and long-term borrowing

Net cash inflow from financing activities

Net increase (-) / decrease in cash & cash equivalents

Cash & cash equivalents at the beginning of the reporting period

Cash & cash equivalents at the end of the reporting period

Note

40

41

18

2019/20

£000

173,244
(280,726)

(29,485)

(136,967)

143,067

(14,704)
(13)

(3,326)

125,024

18,374
954,961
(960,110)

13,225

1,282
(55,471)

(54,189)

The cash flows from operating activities in 2019/20 include interest received of £15.3m (2018/19,
£13.0m) and interest paid of £32.7m (2018/19, £31.7 m).
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Notes to the Financial Statements

Note 1: Expenditure and Funding Analysis

As reported Adjustments to Adjustments
for resource arrive at the net Net Expenditure between the Net
management amount Chargeable to funding and Expenditure
in  outturn chargeable to the the General accounting in the I&E
2019/20 report General Fund***  Fund basis Account
£000 £000 £000 £000 £000
Children, Families, Learning and 244,728 (528) 244,200 30,059 274,259
Culture
Delegated Schools* 0 3,094 3,094 11,616 14,710
Public Health 29,965 0 29,965 21 29,986
Adult Social Care 362,617 2,412 365,029 10,182 375,211
Community Protection 33,668 385 34,053 6,229 40,282
Transport & Environment 129,186 (32,001) 97,185 88,888 186,073
Resources 70,202 501 70,703 56,567 127,270
Transformation, Partnership & 15,286 382 15,668 14,739 30,407
Prosperity
Central Income & Expenditure ** (44,175) 67,201 23,026 (22,675) 351
841,477 41,446 882,923 195,626 1,078,549
Other Income and Expenditure (844,330) (92,976) (937,306) 32,001 (905,305)
Surplus (-) or deficit (2,853) (51,530) (54,383) 227,627 173,244
2018/19
£000 £000 £000 £000 £000
Children, Families, Learning and 245,127 2,697 247,824 33,283 281,107
Culture
Delegated Schools* (8,942) (8,942) 9,084 142
Public Health 75 (42) 34 23 57
Adult Social Care 356,281 (243) 356,038 7,777 363,815
Community Protection 33,556 1,012 34,568 22,006 56,574
Transport & Environment 132,150 (20,442) 111,708 31,593 143,301
Resources 70,931 (2,296) 68,635 41,872 110,507
Transformation, Partnership & 19,370 4,746 24,116 1,433 25,549
Prosperity
Central Income & Expenditure ** 40,515 (16,444) 24,071 (12,379) 11,692
898,005 (39,953) 858,052 134,692 992,744
Other Income and Expenditure (898,600) (10,547) (909,147) (1,372) (910,519)
Surplus (-) or deficit (595) (50,500) (51,095) 133,320 82,225

21



Notes to the Financial Statements

General fund balance (including earmarked) reserves reconciliation

2018/19 2019/20
£000 £000
Opening general fund balance
(160,508) (including earmarked reserves) (212,973)

Adjustment to opening balance for
(1,370) IFRS9

(161,878) Revised Opening Balance (212,973)

(51,095) (Surplus)/Deficit on general fund (54,383)
Closing general fund balance

(212,973) (including earmarked reserves) (267,356)

*Delegated schools budget is reported net of specific grants.

** For Central Income and Expenditure the adjustment to arrive at the general fund position is required
to get from the outturn position reported to Cabinet to a position that is compliant with the Code for
financial accounting purposes. For example, interest payable is reported within Central Income &
Expenditure in the outturn report but reported under ‘Other Income & Expenditure’ in the accounts.

***This amount is the movement in the general fund not reported as part of the management
accounts. This will generally be due to contributions and drawdowns in earmarked reserves

The objective of the expenditure and funding analysis is to demonstrate to council tax payers how the
funding available to the authority for the year has been used in providing services in comparison with
those resources consumed or earned by the authority in accordance with generally accepted
accounting practices. The expenditure and funding analysis also shows how this expenditure is
allocated for decision-making purposes between the council’s departments. Income and expenditure
accounted for under generally accepted accounting practices is presented more fully in the
comprehensive income and expenditure statement.
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Notes to the Financial Statements

Note 1la: Note to the Expenditure and Funding Analysis

Adjustments from General Fund to arrive
at the Comprehensive Income and
Expenditure Statement amounts

2019/20

Children, Families, Learning and Culture
Delegated Schools*

Public Health *

Adult Social Care

Community Protection

Transport & Environment

Resources

Transformation, Partnership & Prosperity
Central Income & Expenditure **

Net Cost of Service

Other Income and Expenditure

Difference between General Fund surplus
or deficit and Comprehensive Income and
Expenditure surplus or deficit

2018/19

Children, Families, Learning and Culture
Delegated Schools

Public Health

Adult Social Care

Community Protection

Transport & Environment

Resources

Transformation, Partnership & Prosperity
Central Income & Expenditure

Net Cost of Service

Other Income and Expenditure
Difference between General Fund surplus

or deficit and Comprehensive Income and
Expenditure surplus or deficit

Adjustments  Net change for Other Total
for Capital the Pensions Differences Adjustments
Purposes Adjustments (Note 3)
(Note 1) (Note 2)
£000 £000 £000 £000
12,276 18,970 (1,187) 30,059
295 11,321 11,616
20 1 21
(2,271) 12,405 48 10,182
1,372 4,845 12 6,229
84,773 4,133 (18) 88,888
47,349 9,236 (18) 56,567
12,692 2,024 23 14,739
(7,853) (14,822) (22,675)
148,633 48,132 (1,139) 195,626
(40,063) 45,969 26,095 32,001
108,570 94,101 24,956 227,627
£000 £000 £000 £000
17,594 16,724 (1,035) 33,283
494 8,590 9,084
22 1 23
(1,386) 9,161 2 7,777
1,325 20,647 34 22,006
27,789 3,791 13 31,593
33,734 8,134 4 41,872
(17) 1,451 (1) 1,433
(836) (11,565) 22 (12,379)
78,697 56,955 (960) 134,692
(13,891) 45,309 (32,790) (1,372)
64,806 102,264 (33,750) 133,320
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Note 1: Adjustments for Capital Purposes

This column adds in depreciation and impairment and revaluation gains and losses in the services
line, and for:

Other operating expenditure — adjusts for capital disposals with a transfer of income on disposal of
assets and the amounts written off for those assets.

Financing and investment income and expenditure — the statutory charges for capital financing i.e.
Minimum Revenue Provision and other revenue contributions are deducted from other income and
expenditure as these are not chargeable under generally accepted accounting practices.

Taxation and non-specific grant income and expenditure —

— Capital grants are adjusted for income not chargeable under generally accepted accounting
practices.

— Revenue grants are adjusted from those receivable in the year to those receivable without
conditions or for which conditions were satisfied throughout the year.

— The Taxation and Non Specific Grant Income and Expenditure line is credited with capital
grants receivable in the year without conditions or for which conditions were satisfied in the
year.

Note 2: Net Change for the Pensions Adjustments

Net change for the removal of pension contributions and the addition of IAS 19 Employee Benefits
pension related expenditure and income:

For services this represents the removal of the employer pension contributions made by the
authority as allowed by statute and the replacement with current service costs and past service
costs.

For Financing and investment income and expenditure - the net interest on the defined benefit
liability is charged to the CIES.

Note 3: Other Differences

Other differences between amounts debited/credited to the Comprehensive Income and
Expenditure Statement and amounts payable/receivable to be recognised under statute:

The charge under Taxation and non-specific grant income and expenditure represents the
difference between what is chargeable under statutory regulations for council tax and NDR that was
projected to be received at the start of the year and the income recognised under generally accepted
accounting practices in the Code. This is a timing difference as any difference will be brought forward
in future Surpluses or Deficits on the Collection Fund.
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Note 1b: Customer income - segmental analysis

The table below provides a breakdown of income received from external customers broken down by

service segments.
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2018/19 Service 2019/20
£000 £000
(42,063) Children, Families, Learning and Culture (40,581)
(20,849) Delegated Schools (21,363)
(62,632) Adult Social Care (69,038)
(1,671) Community Protection (2,144)
(12,570) Transport & Environment (13,912)
(7,696) Resources (4,688)
(167) Transformation, Partnership & Prosperity (1,055)
(75) Central Income & Expenditure (168)
(147,723) Total (152,949)
Note 2: Income and expenditure analysed by nature
The council’s income and expenditure is analysed as follows:
2018/19 2019/20
£000 Expenditure £000
515,896 Employee benefits expenses 556,467
180,192 Staff expenditure at voluntary aided and foundation 184,611
schools
75,741 Depreciation, amortisation and impairment 79,890
Loss in fair value of investment properties 4,007
107,507 Derecognition of non-current assets 70,232
1,061,434 Other service expenses 1,044,669
124,088 Interest payments 123,482
1,099 Precepts and levies 1,108
2,065,957 Total expenditure 2,064,466
Income
(770,751) Government grant and contributions (737,916)
(219,715) Fees, charges and other service income (266,898)
9,354 (Gain) or loss on disposal of non-current assets (348)
(19,581) Gains in fair value of investment properties
(891,657) Income from council tax and business rates (821,853)
(91,382) Interest and investment income (64,207)
(1,983,732) Total income (1,891,222)
82,225 Deficit on the provision of services 173,244



Notes to the Financial Statements

Note 3. Accounting policies

i. General principles

The statement of accounts summarises the council’s transactions for the 2019/20 financial year and
its position at the year ending 31 March 2020. The council is required to prepare an annual statement
of accounts by the Accounts and Audit Regulations 2015. The Regulations require the statement of
accounts to be prepared in accordance with proper accounting practices. These practices primarily
comprise the Code of Practice on Local Authority Accounting in the United Kingdom 2019/20
supported by International Financial Reporting Standards (IFRS).

The accounting convention adopted in the Statement of Accounts is principally historical cost, modified
by the revaluation of certain categories of non-current assets and financial instruments.

ii. Recognition of income and expenditure

The Council accounts for revenue recognition in accordance with IFRS 15 Revenue Recognition from
Contracts with Customers and IPSAS 23 Revenue from Non-Exchange Transactions (Taxes and
Transfers).

Activity is accounted for in the year that it takes place, not simply when cash payments are made or
received. In particular:

e Revenue (income) from the sale of goods and provision of services is recognised when the
council transfers the goods or completes the delivery of a service, rather than when income
is received.

e Supplies are recorded as expenditure when they are consumed. Where there is a gap
between the date supplies are received and their consumption, they are carried as
inventories on the Balance Sheet.

e Expenses in relation to services received (including services provided by employees) are
recorded as expenditure when the services are received rather than when payments are
made.

e Interest receivable on investments and payable on borrowings is accounted for respectively
as income and expenditure on the basis of the effective interest rate for the relevant
financial instrument rather than the cash flows fixed or determined by the contract.

e Where income and expenditure have been recognised but cash has not been received or
paid, a debtor or creditor for the relevant amount is recorded in the Balance Sheet and
provision is made for bad and doubtful debts. Where debts may not be settled, the balance
of debtors is written down and a charge made to revenue for the income that might not be
collected.

Council tax and business rates

The collection of council tax and business rates is an agency arrangement. Billing authorities (the
Borough and District Councils) act as agents, collecting council tax and business rates (non-domestic
rates) on behalf of the authority (and others). Billing authorities are required by statute to maintain a
separate fund (known as the collection fund) for the collection and distribution of the amounts due.

Council tax and business rate income included in the Comprehensive Income and Expenditure
Statement as local taxation is the total of the:

e Precept on the collection funds of each billing authority; and

e The council’s share of the actual surplus / deficit on the collection funds of each billing
authority at the end of the current year, adjusted for the council’s share of the
surplus/deficit on the funds at the preceding year end that has not been distributed or
recovered in the current year.
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Regulations then dictate that the amount credited to the general fund must be equal to the amount
precepted as part of the annual budget process (i.e. the cash flow for the year). Therefore the
difference between the income included in the Comprehensive Income and Expenditure Statement
and the amount required by regulation to be credited to the general fund is taken to the collection
fund adjustment account and included as a reconciling item in the Movement in Reserves Statement.

Under the legislative framework for the collection fund, billing authorities, major preceptors and
central government share proportionately the risks and rewards that the amount of council tax and
business rates collected could be less or more than predicted. Therefore, the Code requires that the
council recognises on its balance sheet its share of arrears, impairment allowance for bad debts,
overpayments, prepayments and collection fund surplus or deficit for both council tax and business
rates. For business rates, an appeals provision has also been created to cover successful appeals by
ratepayers against business rates.

iii. Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature within
24 hours of the date of acquisition (mainly Money Market Funds and overnight investments) as these
are considered to be readily convertible to known amounts of cash with insignificant risk of change in
value.

In the Cash Flow Statement, cash and cash equivalents are shown net of bank overdr