Report to: Cabinet

Date: 13 November 2024
By: Chief Executive
Title of report: Reconciling Policy, Performance and Resources (RPPR) — update

on planning for 2025/26 and beyond

Purpose of report: To update Members on the latest policy context, Medium Term
Financial Plan and capital programme.

RECOMMENDATIONS:

Cabinet is recommended to:

i. notethe updated policy context as set out in paragraph 2;

ii. notethe updated Medium Term Financial Plan as set out in paragraph 3 and
appendix 1;

iii. note the reserves summary set out in paragraph 3;
iv. note the savings proposals set out in paragraph 4 and appendix 2;

V. note the capital programme update as set out in paragraph 5 and appendix 3;
vi. note recent lobbying activity and agree to continue pressing Government for
sustainable funding to meet the needs of the residents of East Sussex,
particularly in light of the immediate review of funding in light of local

deprivation and need; and
vii. note our ongoing commitment to work with partners to make best use of the

resources we have and to identify ways to mitigate the impact of savings
proposals wherever possible.

1. Background

1.1 The County Council provides a diverse and essential range of support to East
Sussex residents, businesses and communities, particularly care services for the most
vulnerable children and adults which make up over two thirds of our net revenue budget. The
Council spends over £540m net (over £1bn gross) each year on services which make a daily
difference to lives and livelihoods and delivers both local and national priorities. We are
committed to strong partnership working to ensure we make the very best of the resources
we have available as well as seeking to minimise, wherever possible, the impact of making
necessary savings.

1.2 However, despite our efficient and effective services and partnerships, there remains
a fundamental mismatch between the needs of East Sussex residents for essential statutory
support, the level of demand, the cost of delivering these services, and the funding we
expect to have, even after factoring in some additional short term national support. Councils
across the country, including ESCC, have experienced a rapid escalation in both demand
and costs as a result of national factors beyond local control. In particular, ongoing growth
and complexity of need and increased costs in children’s social care, special educational



needs and disability (SEND), home to school transport and adult social care, due to
increased need, demographic change and national market conditions. The legacy of Covid
and more recent cost of living increases has been both increased demand for a range of
services and more complex needs, particularly in Children’s Services.

1.3 These pressures are not unique to East Sussex but they are especially pronounced
here because of the demographic make-up and needs of our population, the resources
available to us, and the steps we have already had to take over many years to respond
within limited and reduced resources, and funding mechanisms which do not properly reflect
the level of need. East Sussex is ahead of the national ageing population trend and has
pockets of significant deprivation which also impact on demand. The county differs
substantially from the wider south east in this respect. East Sussex offer an exceptional
natural environment in which to live and work but also places limitations on the development
and infrastructure which support economic growth, prosperity and the related generation of
business rates to help fund services. Earnings are below both the national and regional
average.

1.4 Coupled with the significant needs within the county, we have fewer resources at our
disposal than many other county councils. Our overall reserve balances have significantly
reduced in recent years, and we have relatively limited assets. Our residents already
experience relatively high Council Tax levels as there has been increasing reliance by
Government on raising money to fund social care through this route. Business rates income
is relatively flat, given the challenges in the local economy. Fundamentally, the national
formula used to allocate funding to individual councils is long overdue for reform and does
not reflect current local needs, particularly in places like East Sussex, with high demand for
social care.

15 In September Cabinet considered an exceptional report, outside the usual
Reconciling, Policy, Performance and Resources (RPPR) cycle, which set out the acute and
growing financial challenge we face. A combination of national cost pressures and
increasing local needs is impacting on the sustainability of the essential services the County
Council provides, particularly to support our most vulnerable residents. The report set out the
substantial shortfall in the funding available to the Council to respond to these escalating
needs and costs, both in the current year and for the future. Cabinet considered and agreed
the immediate steps needed in response to the deteriorating position including additional
action, over and above the robust response already in place. Public consultations on an
initial phase of savings proposals were agreed and are now underway, enabling us to better
understand the impacts and issues to inform sound decision making later in the RPPR
process. As signalled in September, we have also begin consulting with our staff where this
has been necessary to progress potential savings.

1.6 This report provides our latest assessment of the financial outlook, including the
potential impact of announcements made at the recent national Budget. It also provides, in
line with our usual RPPR process, an overview of key national developments since the State
of the County report in June which we need to take account of in our planning. The planning
context has developed significantly since the general election and change of Government in
July, as a result of national policy announcements and the developing economic picture,
summarised at paragraph 2 below.

1.7 The updated assessment set out in this report confirms that the outlook remains
highly challenging, with important decisions still to be made by the Government and
information still to be received and assessed. The Government has acknowledged the
substantial pressures on local authorities and the impact these are having on services for
local people, and its first Budget signalled some additional support. But this was offset by
additional costs, for the Council and our providers, as well as the uncertainty of major



financial and service reforms yet to come. Although welcome, the funding provided will be
required to help meet future costs and is unlikely to make a fundamental difference to the
overall underlying position we face. The impact on local businesses is yet to become clear.

1.8 The RPPR process, which brings together our policy, business and financial planning
and risk management, is the tool we use to help us navigate a challenging and uncertain
environment. It ensures we direct the resources we have on the evidence-based priorities
we aim to deliver and where we will have most impact. The severe financial challenges we
face present a renewed challenge to maintaining the decent and effective services our
residents need and deserve. It is vital we maintain focus, through RPPR planning, on our
four priority outcomes for the county and the Council:

Driving sustainable economic growth;

Keeping vulnerable people safe;

Helping people help themselves; and

Making best use of resources, now and for the future - the test applied to all activities
to ensure sustainability of our resources, both in terms of money and the
environment.

2. Policy context update

2.1 The general election on 4 July, and subsequent change of Government, has led to
some significant shifts in national policy which will impact on our planning, with further
announcements expected in the coming months. The key areas in which there have been
developments since the State of the County report, or in which further developments are
expected, are detailed below.

2.2 Government priorities — The new Government has set out its intention to be
‘mission-led’ with a focus on five key missions covering economic growth, clean energy,
improving the NHS, safer streets and increasing opportunity through education. The King’s
Speech in July provided further detail on the Government’s legislative priorities with key Bills
of relevance to ESCC including those focusing on Children’s Wellbeing, English Devolution,
Planning and Infrastructure, Better Buses, Mental Health and Employment Rights. Some of
this legislation has now been published, with further detail expected in the coming months.

2.3 National economic context — Inflation, as measured by the Consumer Prices Index
(CPI), fell to 1.7% in the 12 months to September, a larger than anticipated reduction, which
brought the rate below the Bank of England’s 2% target for the first time in three and a half
years. However, the latest Office for Budget Responsibility (OBR) forecasts expect CPI to
increase in the short term, averaging 2.6% in 2025, before gradually falling back to target.
These projections are higher than previous OBR forecasts published in March 2024.
Reflecting the reduced rate of inflation, the Bank of England made the first cut in interest
rates since the Covid pandemic to 5% in August, a reduction of a quarter of a percentage
point, and held rates at this level in September. Analysts have predicted a further reduction
this year, with the next rates decision to be made by the Bank of England on 7 November.
After remaining flat in 2023, the economy is expected to grow by just over 1% this year,
rising to 2% in 2025, before falling to around 1.5% over the remainder of the OBR’s five year
forecast.

2.4 Previous higher levels of inflation and cost of living pressures have continued to
impact on households. In September, the Government announced another extension to the
Household Support Fund to March 2025. Deployment of this funding in East Sussex was
agreed by Lead Members in September. It was announced at the Budget in October that the
Fund would be extended into 2025/26 and further detail is awaited. From winter 2024/25,
Winter Fuel Payments for people of state pension age will be restricted to those receiving



Pension Credit or other means-tested benefits. The Deputy Prime Minister and Work and
Pensions Secretary have written to local authorities in support of the Government’s Pension
Credit awareness drive to identify households not claiming the benefit and encourage
pensioners to apply.

2.5 Budget and Spending Review — In July, alongside the outcomes of a Public
Spending Audit, the Chancellor announced that the Government would undertake a two
stage Spending Review, with phase 1 setting revised departmental spending totals for
2024/25 and 2025/26 at the Autumn Budget, followed by phase 2 - a multi-year Spending
Review to report in spring 2025. The Government’s longer term intention is to undertake
Spending Reviews on a two year cycle, to inform three year department settlements. The
Chancellor has also committed to one major Budget statement a year, to be delivered each
autumn.

2.6 The Chancellor delivered the Budget Statement on 30 October which focused on
economic stability, public services and capital investment, with an overarching aim of driving
economic growth. The Budget contained significant changes to taxation to raise additional
revenue, notably an increase to the National Insurance contributions paid by employers,
including those in the public sector. The Budget also confirmed that the National Living
Wage will increase by 6.7% from April 2025, with a larger increase for employees aged
under 21 as part of moving towards a single adult rate. This level of increase, plus the uplift
to employer National Insurance contributions, will have significant impacts in the care sector.

2.7 Government department spending is planned to grow by an average of 2% per year
in real terms between 2023/24 and 2029/30. This sets the overall funding envelope for
Phase 2 of the Spending Review, concluding in late spring 2025, which will set out a longer-
term settlement for public services with a focus on reform. The Budget also set a 2%
productivity, efficiency and savings target for Government departments and formally
launched the new Office for Value for Money.

2.8 Local government funding — Financial pressures faced by councils across the
country have continued to attract national attention. The majority of local authorities are
experiencing significant increases in demand, notably in children’s services and adult social
care and, with limited resources to respond, in-year overspends and increasing medium term
deficits have been widely reported. The Local Government Association (LGA) submission to
the Chancellor ahead of the Budget Statement highlighted that councils face a combined
funding gap of £6.2bn over the next two years to keep services at current levels.

2.9 At the Budget the Chancellor provided some indications of the funding which will be
available to local authorities for the coming year, although detail is awaited. There was
welcome acknowledgement of the specific issues driving pressure on local authorities and
the need for reforms in key areas, including increased focus on prevention. An additional
£1.3bn grant funding for local government overall, including at least £600m new funding for
social care, was announced. In addition, a £2.3bn increase in the Core Schools Grant will
include £1bn for SEND in 2025/26. However, increases to the National Living Wage and
National Insurance paid by employers will impact on our providers and, potentially, the costs
of commissioning services, particularly in the care sector. Higher than expected inflation will
further affect costs across a range of services. We will continue to assess the impact of
these announcements for ESCC as we receive further detail from Government in the coming
weeks. However, given the balance of funding and costs, it is already clear that the overall
impact is likely to be limited and the Council will continue to face a substantial funding gap in
the year ahead. Further detail on the potential impact of Budget announcements is set out in
section 3.



2.10 Longer term, there remains considerable uncertainty. The Budget confirmed that
there will be reform to local government funding arrangements in 2025, including the basis
on which funding will be allocated to individual areas in future, to inform a longer term
financial settlement for councils. Reforms to adult and children’s social care and the SEND
system will also be set out next year, with the potential for significant impacts, both
financially and in service provision. There remain many unknowns which makes future
planning very difficult.

2.11 The Government has committed to multi-year settlements for local authorities to
support longer term planning, including simplifying the wider local funding landscape,
reducing the number of grants and consolidating them into the Local Government Finance
Settlement. The intention to end competitive bidding has also been set out. However, given
the timescales for the Spending Review, another one year settlement is confirmed for
2025/26 with a multi-year settlement to follow from 2026/27. The Budget confirmed there will
be reform of local government funding arrangements as part of this longer term settlement,
indicating that this will include redistributing funding to ensure that it reflects an up-to-date
assessment of need and local revenues. Government has already committed to reform of
business rates but has ruled out reforming Council Tax.

2.12 A key foundation of Government’s approach to local government finance is
addressing the local audit backlog in England. Proposals, which will be set out in legislation,
involve setting a series of backstop dates to clear the backlog of unaudited accounts, up to
and including financial year 2027/28, to allow assurance to be rebuilt over several audit
cycles.

2.13 Workforce — The broader economic context has been an important factor in pay
negotiations. The Government has agreed a range of public sector pay uplifts in recent
months. In October, the 2024/25 pay award for local government staff on single status
grades was agreed, following negotiations between national employers and unions. There
remains a competitive and challenging environment for recruitment and retention of staff in
local government and a national recruitment campaign has been launched by the Local
Government Association (LGA) to support local recruitment activity.

2.14 The Government has announced a new Employment Rights Bill which sets out a
range of reforms, including establishment of a new Fair Pay Agreement in the adult social
care sector and plans for a new ‘Adult Social Care Negotiating Body’ responsible for
negotiating pay and conditions for care workers. The Bill also sets out the reinstatement of
the School Support Staff Negotiation Body and ‘day one’ rights for workers, including
protection against unfair dismissal, parental leave, flexible working arrangements and sick
pay. The Bill also commits to end ‘fire and rehire’ practices and zero hours contracts, as well
as the adoption of post-maternity leave protections. The Government is expected to hold a
consultation on proposed reforms before implementation.

2.15 The draft Equality (Race and Disability) Bill, also announced in the King’s Speech,
will enshrine in law the full right to equal pay for ethnic minorities and disabled people and
will mandate ethnicity and disability pay reporting for larger employers (those with 250+
employees).

2.16 Children’s services — Significant pressures arising from demand and complexity of
need continue to impact children’s services nationally and locally. In the Autumn Budget it
was confirmed that, in the short term, the Government will provide funding to continue
testing children’s social care reforms, including additional support for kinship and foster care.
Plans for fundamental reform of the children’s social care system will be set out in phase 2 of
the Spending Review, including promoting early intervention to help children stay with their
families where possible and addressing issues in the care market. The Secretary of State



has previously indicated her intention to address excess profit making by private residential
care providers and it is likely that the development of Regional Care Co-operatives, bringing
local authorities together to manage and develop the care market, will continue. The South
East region was successful in bidding for one of the pathfinder projects and the County
Council, as part of the project, will play an important role in shaping future delivery of this key
development.

2.17 Inresponse to ongoing pressures, the Council continues to embed a Valuing Care
approach, focused on placement sufficiency and enhancing our ability to secure the right
care for the right child for the right length of time. Connected Families Intervention
Practitioners have continued to provide dedicated support to support families to stay
together and improve the wellbeing and life chances of children, and additional funding has
been invested in our in-house foster care programme. The Supporting Families
transformation programme has also continued to develop a joined-up whole family, whole
system approach to early intervention.

2.18 Demand and complexity in SEND also continues to rise. We remain concerned that
the previous Government’s SEND and Alternative Provision Improvement Plan does not
address the underlying mismatch between the current legal framework and available
resources. A recent joint study, commissioned by the County Councils Network and LGA,
into an effective and financially sustainable approach to SEND in England, found that the
2014 reforms had failed to improve the educational outcomes for SEND pupils, despite costs
trebling in a decade. The report stressed the importance of radical reform — recommending
investment in therapists, educational psychologists and inclusion support within schools to
reduce the reliance on specialist school places. As well as providing an initial uplift of
funding in 2025/26 as set out above, the Government has confirmed its intention to bring
forward plans to reform SEND provision to improve outcomes and address financial
sustainability. Without sufficient steps being taken to address the sustainability of the system
nationally, councils will continue to face significant pressure on resources for SEND at local
level for the foreseeable future.

2.19 The Children’s Wellbeing Bill is expected to bring together a range of measures
including requiring free breakfast clubs in primary schools (750 schools with primary aged
pupils will be invited to take part in a pilot from April 2025), and local authorities to maintain
registers of children not in school and to provide support to home educating parents. The Bill
is also expected to require school co-operation with councils on admissions and SEND
inclusion and to require all schools to teach the national curriculum.

2.20 In addition, the Government has launched a curriculum review and abandoned
previous plans to create the Advanced British Standard. The Department for Education is
also seeking expressions of interest from schools interested in converting unused
classrooms to additional nursery capacity, as part of its commitment to continue the roll-out
of additional funded hours of childcare announced by the previous Government. In
inspection and regulation, Ofsted’s single word grades for schools and children’s social care
services have been replaced with a broader assessment, and a new programme of
inspections will look at how local services link up in response to domestic abuse.

2.21 Other national announcements relating to children and young people include the
establishment of a Child Poverty Task Force to develop a Child Poverty Strategy for
publication in spring 2025 and a ‘youth guarantee’ of access to training, an apprenticeship,
or support to find work for all young people aged 18-21.

2.22 Adult social care - In July, the Chancellor announced that the adult social care
charging reforms, previously postponed to October 2025, would not go ahead. Given our
and other councils’ significant concerns about the affordability and deliverability of these



reforms on this timescale, this is welcome. However there remains an urgent need for a
comprehensive plan for the funding and reform of adult social care which will ensure that
those in need of care services can receive appropriate and timely care. The Government
committed in its manifesto to create a National Care Service. Details have not yet been
published, beyond suggesting this would be a long-term project underpinned by national
standards, with the aim of delivering consistency of care across the country. Initial focus has
been on a ‘new deal for care workers’ through a Fair Pay Agreement with engagement to
inform this due to start soon. This, together with the reforms to workers’ rights and the
increase to the National Living Wage outlined above, has potentially significant implications
for the care market.

2.23 Following a rapid review of the NHS, the Prime Minister signalled major reforms
would be needed, which will also impact on social care and Public Health. The
Government’s 10 Year Health Plan, due to be published in spring 2025, will include moving
from analogue to digital; shifting care from hospitals to communities; and moving focus from
sickness to prevention. To inform the development of the plan, the Department for Health
and Social Care has begun a national conversation on the future of the NHS. Ministers have
indicated that a 10-Year Plan for social care will run alongside the 10-Year Plan for the NHS
and that adult social care reforms will be announced within the next 12 months. In line with
the focus on prevention, Government has committed to bringing forward legislation to
strengthen controls on tobacco and vaping, including banning disposable vapes from June
2025 and introducing a new tax on vaping liquid from 2026.

2.24 Locally, we have supplied initial information to the Care Quality Commission as part
of its assessment of how the Council meets its duties under the Care Act, to be carried out
under its new local authority assessment programme. We expect a site visit as part of this
process in the coming months, to be followed by an assessment report. Demand on our local
acute hospitals remains high, creating ongoing challenges in maintaining the flow of
discharges. The County Council, as a key member of the wider health and care system, is
playing its part to mitigate the impact of these pressures.

2.25 Devolution and local economic growth — The Government has committed to
deepening and widening devolution to all parts of the country through the English Devolution
Bill, and to publishing an updated devolution framework, the full details of which are
expected by the end of the year as part of a Devolution White Paper. Some aspects are
expected to remain unchanged, particularly the Government’s strong preference for a
mayoral governance model and the reservation of certain powers for areas with this model.
Shortly after the General Election, the Deputy Prime Minister wrote to all upper tier local
authorities without a devolution agreement inviting them to submit initial devolution
proposals. In September, the County Council, with the agreement of all five district and
borough councils, submitted an expression of interest supporting exploring devolution on an
East Sussex geography. Within the Budget, it was indicated that the forthcoming White
Paper will also set out plans for Government to work with councils to move to ‘simpler
structures’ and that it envisages ‘efficiency savings from council reorganisation helping to
meet the needs of local people’.

2.26 The Government has also published a Green Paper to inform the development of its
Industrial Strategy. The document outlines plans for long-term sectoral growth and the
Government’s priority industries for investment, for consultation with businesses ahead of
the final strategy being published in spring 2025 alongside the Spending Review. To align
with the national Industrial Strategy, the Labour manifesto outlined a new statutory
requirement for areas to produce Local Growth Plans, although details are yet to be
confirmed, and the initial Government focus is on working with Mayoral Combined
Authorities. In light of its focus on extending mayoral devolution, and working with Mayors
and local leaders to deliver growth, the Budget indicated ministers are minded to cease
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funding for the functions previously delivered by Local Enterprise Partnerships. Locally, the
recently agreed East Sussex Economic Prosperity Strategy 2024-50 will act as a flexible and
iterative economic growth strategy for the county, as the Government’s plans become
clearer.

2.27 Within the Budget it was confirmed that Levelling Up funding commitments made by
the previous Government would largely be maintained. This includes funding to East Sussex
districts and boroughs through Levelling Up Partnerships and the Long Term Plan for
Towns. The UK Shared Prosperity Fund, which is also allocated to districts and boroughs,
will continue for a further year at a reduced level. Government expects this transitional
arrangement to allow local authorities to invest in local growth, in advance of wider reforms
to the local growth funding landscape in phase 2 of the Spending Review.

2.28 A Get Britain Working White Paper will be published shortly, which will set out new
plans to support people in returning to work. It is expected that this will focus on the root
causes of ill-health-related inactivity, supporting young people who are not in education,
employment, or training (NEET), and helping people to develop their career. Central
government will also work with local authorities on the Connect to Work scheme, a new
supported employment programme matching people with disabilities or health conditions into
vacancies and supporting them in their roles.

2.29 In September, the Ministry for Housing, Communities and Local Government
(MHCLG) announced a review of the role of the Office for Local Government (Oflog) by the
end of 2024. In the meantime, Oflog has been asked to deliver its previous remit, but to
pause the rollout of its current model of ‘early warning conversations’ while the Government
considers its overall approach to early warnings and interventions.

2.30 Transport — The Government has pledged to repair one million more potholes a year
nationally, in part with funding that had been earmarked for the A27 Arundel bypass in West
Sussex, plans for which have been dropped following the Chancellor’s statement on the
public finances in July. The Budget confirmed updated national funding for roads
maintenance. This has already been assumed as part of our modelling and will support our
existing planned maintenance programme within the capital programme. The Chancellor
also announced additional investment of £200 million in 2025/26 to accelerate the rollout of
electric vehicle charging infrastructure, including funding to support local authorities to install
on-street charge points across England, and an additional £100 million investment in cycling
and walking infrastructure in 2025/26, to support local authorities to install cycling
infrastructure and upgrade pavements and paths.

2.31 In addition, the Department for Transport (DfT) has announced the ‘biggest overhaul
to buses in a generation’ through legislation that will give all local transport authorities the
power to introduce a bus franchising system and reverses the ban on councils setting up and
running their own bus companies. The Government has extended the bus fare cap, currently
£2 to the end of December 2024, with a new cap from January to December 2025 at the
higher rate of £3. Alongside this, there is an intention to develop a more sustainable model
of Government support for the bus sector that is better value for taxpayers and bus
passengers. On rail services, the Passenger Railway Services (Public Ownership) Bill, which
would bring all passenger rail into national ownership under Great British Railways, as
contracts with private operators expire, is currently progressing through Parliament.

2.32 Environment and planning — The Government views planning reform as a key
enabler for its economic growth and housing ambitions. In July, amendments were made to
the National Planning Policy Framework (NPPF) to remove the de facto ban on new onshore
wind farms. Also in July, MHCLG launched a consultation on proposed reforms to the NPPF,
outlining changes it aims to make to the policy to support the Government’s target of building



1.5 million homes over the next five years. The proposals include changes to the
methodology for determining housing targets, new mechanisms for cross-boundary strategic
planning, taking a ‘vision-led’ rather than ‘predict and provide’ approach to transport planning
and increases in planning fees. A response to this consultation is expected by the end of this
year. Further to amending the NPPF, the Government’s Planning and Infrastructure Bill,
expected in early 2025, will seek to will make improvements to the planning system at a local
level, modernising planning committees and increasing local planning authorities’ capacity to
deliver services.

2.33 The Budget reaffirmed the Government’s commitment to move towards a zero-waste
economy and implement the Collection and Packaging Reforms Programme, including
Extended Producer Responsibility. A rapid review of the Environmental Improvement Plan
will be completed by the end of the year. The review will inform the development of a new,
statutory plan to protect and restore the natural environment and delivery plans to meet each
of the Environment Act targets.

2.34 Migration — The new Government has indicated that there will be changes to the
approach to asylum seekers and refugees. Whilst more detail is expected, some current
known developments are a new Border Security Command and measures to strengthen
border security, enforce immigration rules and increase returns. The impact of these
changes on local areas remains to be seen. Early indications are that the new Government
will continue with the general direction and principles of Full Dispersal.

2.35 We expect detail on the Government’s approach on these and other key areas, and
the resulting implications for the County Council, to become clearer in the coming months
and will continue to factor this information into planning for 2025/26 and beyond.

3. Medium Term Financial Plan

3.1 Planning for 2025/26 and beyond remains highly challenging. With demand for
services, and the cost of providing them, continuing to rise, the total level of expenditure
required to deliver our services continues to grow. As the level of Government funding that
ESCC will receive between 2025/26 — 2027/28 is yet to be confirmed (the provisional Local
Government Settlement 2025/26 is not expected until late December 2024), the Medium
Term Financial Plan (MTFP) has been updated for the best estimated available information.

3.2 The MTFP does not currently account for the impacts of the Budget Statement of 30
October 2024, the financial impacts of which will be worked through as further information
and detailed council allocations are published.

3.3 The MTFP presented within the State of the County report in June estimated a deficit
budget position by 2027/28 of £83.6m. Since then, the MTFP has been updated to include
our latest assessment of departmental service pressures and updated financial modelling.
The impact of the updates is summarised in the table below and provides a deficit budget
position by 2027/28 of £84.6m.

Medium Term Financial Plan 2025/26 | 2026/27 | 2027/28
£m £m £m

Annual Budget Deficit / (Surplus) 42.619 14.064 13.598

Carry Forward of 2024/25 Deficit 14.344

ég:\v\llj:rldBudget Deficit / (Surplus) after Carry 56.963 14.064 13.598

Total Budget Deficit / (Surplus) 56.963 71.027 84.625
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3.4 A detailed MTFP after normal updates and proposed pressures is shown at appendix
1.

3.5  As set out above, our estimated deficit for 2025/26 is £57.0m. Given the uncertainty
around future funding levels, scenarios are being explored to bridge the deficit and present a
balanced budget for 2025/26. Current identified options have the potential to reduce the
2025/26 deficit, as set out below:

2025/26 | 2026/27 | 2027/28 Total
£m £m £m £m

Revised deficit 56.963 | 14.064 | 13.598 | 84.625
Scenarios currently being considered
fCont_lnuatlon of Adult Social Care (ASC) grant (5.386) (5.386)
unding
Proceeds of Business Rates (NNDR) pooling (2.194) 2.194 0.000
Council Tax: Premiums on second homes (3.524) | (0.070) | (0.072) | (3.666)
Council Tax: Eastbourne Reduction Scheme 0.778 0.778
Proposals
]It?eductlon in contractual inflation in line with (6.481) (6.481)
orecasts
Council Tax Flexibility: Add a further 3.00% to
our current 1.99% assumption to get to 4.99% (11.138) | (12.254) | (13.476) | (36.868)
(2.99% plus 2.00% ASC Precept) in all years
Deficit/(surplus) after scenarios 29.018 3.934 0.050 | 33.002

3.6 Given the scale of the remaining deficit, even if all the above scenarios materialise, at
this point in the RPPR process it is not possible to present a balanced MTFP.

3.7 Cabinet requested in June that officers explore areas of search for savings as part of
work to address the projected deficit. Departments have undertaken work to identify how
savings could be delivered, identifying a total potential saving of £16.1m for 2025/26. The
impact of the proposals is set out in the table below. This includes the c£4m of proposals set
out to Cabinet in September. These proposals relate to all departments, and impact on both
frontline and supporting services across the Council. More detail is provided in section 4:

Department Savings £m
2025/26 2026/27 2027/28 Total

Adult Social Care & Health 8.930 2.525 0.000 11.455
Business Services 1.077 0.000 0.825 1.902
Children's Services 4.033 0.070 0.020 4.123
Communities, Economy & Transport 1.842 0.621 0.374 2.837
Governance Services 0.248 0.063 0.000 0.311
Total 16.130 3.279 1.219 | 20.628




3.8 The impact on the MTFP, should the savings proposals be delivered in full, is set out

in the table below:

Medium Term Financial Plan 2025/26 2026/27 2027/28 Total
After Savings £m £m £m £m
Deficit / Surplus after 29.018 3.934 0.050 33.002
scenarios

Savings (16.130) (3.279) (1.219) (20.628)
Deficit / (Surplus) after savings 12.888 0.655 (1.169) 12.374

3.9

As illustrated in the table above, even if the proposed savings are delivered in full,

ESCC will face a deficit of £12.9m for 2025/26 after likely scenarios, and £12.4m at the end
of the MTFP period, subject to any impact from the recent Budget Statement.

3.10

On 30 October, The Chancellor delivered the Autumn Budget Statement, announcing

an increase in local government funding for 2025/26:

3.11

Additional £1.3bn grant funding for local government, including £600m for social care
and £700m of un-ringfenced resources, with the allocation of this funding to be
determined in the Provisional Local Government Settlement in December.

A £1bn increase to SEND and Alternative Provision funding, equivalent to 6% real
growth, that will reduce councils’ SEND deficits. This will not impact on the Council’s
MTFP in 2025/26 due to the statutory override that allows SEND deficits to be
excluded from councils’ revenue budgets.

£233m additional spending in 2025/26 on homelessness, paid to district and borough
councils, bringing total spend to £1bn.

£1.1bn of new Extended Producer Responsibility funding in 2025/26 through the
implementation of the scheme to improve recycling outcomes from January 2025.

While ESCC welcomes the additional funding, there were a number of other

developments which will increase the financial risk to the Council for 2025/26 and beyond:

From April 2025, the National Insurance rate for employers will rise from 13.8% on
earnings above £9,100 per year to 15% on earnings above £5,000 per year. It is
understood that the increased cost to public sector organisations will be funded,
although the mechanism has not been announced.

The National Living Wage will rise by 6.7%, from £11.44 to £12.21 from April 2025.
For 18 to 20-year-olds, the minimum wage will rise by 16% from £8.60 to £10, and for
apprentices, the minimum wage will rise from £6.40 to £7.55 (up 18%). Whilst not
directly impacting on the Council’s pay costs, the impact will be felt by service
providers, particularly in social care.

Inflation (CPI) is higher than reported in the Spring Budget, throughout the forecast,
which will add the Council’s non-pay and contractual inflation costs.

Government plans to reform local authority funding and take a more targeted
approach to the distribution of funding, in particular to areas of increased need based
on levels of deprivation, could risk impacting the funding the Council will receive in
2025/26 and beyond. Our current modelling assumes that existing grants will carry
forward on the same basis, but the impact of reforms means this is not expected to
be the case. A policy statement is expected from MHCLG by end of November which
will provide more detail although, until the provisional local government settlement is
issued on 19 December, significant uncertainty remains and the opportunity to lobby
will be significant.




3.12 Itis not possible to calculate the financial impact to the Council of the Budget until we
receive detailed allocations in the provisional financial statement. However, there is nothing
in the Budget that would suggest ESCC should stop the work currently being undertaken to
address future deficits.

3.13 The Council reported a projected overspend for 2024/25 of £9.4m at Quarter 1, which
will require a further draw on strategic reserves. The updated projected revenue outturn at
Quarter 2, which will be available in December, will provide a further indication of the likely
impact. The latest projected reserve balances as at 1 April 2029 are set out in the table
below. This position reflects the additional draw to balance 2024/25, based on the Quarter 1
forecast, but is prior to any draw on balances required to set a balanced budget for 2025/26.

Balance at | Estimated | Estimated
1 Apr 2024 | balance at | balance at
Reserves Balance (Em) 1 Apr 2025 | 1 Apr 2029
£m £m £m
Earmarked Reserves:
Held on behalf of others or statutorily ringfenced 31.3 27.8 29.6
Named Service Reserves
Waste Reserve 19.5 18.9 11.8
Capital Programme Reserve 9.9 9.5 0.0
Insurance Reserve 7.4 7.4 7.2
Adult Social Care Reform Reserve 3.0 0.6 0.0
Subtotal named service reserves 39.8 36.4 19.0
Strategic Reserves
Priority Outcomes and Transformation 7.3 2.6 1.8
Financial Management 35.8 7.6 5.4
Subtotal strategic reserves 43.1 10.2 7.2
Total Earmarked Reserves 114.2 74.4 55.8
General Fund Balance 10.0 10.0 10.0
TOTAL RESERVES 124.2 84.4 65.8

3.14  The projected level of strategic reserves of £10.2m as of 1 April 2025 means that the
Council will have very limited scope to use reserves to address the budget deficit or any
emergent pressure, without further action over and above current steps. We continue to take
a range of robust measures to contain costs in-year, including the implementation of
stringent spending and recruitment controls on top of our existing robust governance and
financial management systems. These measures will have some impact but the difference
they will make will be limited in the context of the overall deficit and ongoing pressures on
services.

4. Savings
4.1 In light of the substantial projected deficit forecast in the State of the County report,
which has since grown as set out above, Cabinet requested in June that officers explore

areas of search for savings with a focus on:

o Discretionary and non-statutory preventative services;




o Directly provided services;
e Support services and back office functions;
e Income generation.

4.2 Departments have undertaken work to identify how savings could be delivered, guided
by these areas of search. As reported in September, there are significant constraints, as the
majority of the Council’'s budget is now spent on delivering or supporting statutory services
and meeting other statutory duties, leaving fewer areas for consideration. Many discretionary
areas of work have already been reduced or removed in previous rounds of savings. Some
areas of work are funded through ringfenced grants with specific criteria. There are also
restrictions on actions that can be taken at pace given ongoing contracts and commitments.
The approach taken in each service area is detailed below at 4.6 onwards, with the detailed
proposals set out in appendix 2.

4.3 It was clear in September, when Cabinet agreed to begin a number of consultations
on proposals to reduce services, that this would be the first phase, and that further savings
proposals would be needed as we work towards bridging the 2025/26 financial gap. The
Budget has not removed or reduced the requirement to identify savings given the legal
requirement to balance the budget. Further difficult choices are required to address the
expected financial gap for the coming year. Following further work, this report now sets out
the next phase of savings proposals to be considered. This broader set of proposals affects a
range of frontline and supporting services and has further significant and wide ranging impacts
— on residents, partners and staff. It is important to restate that savings are being brought
forward out of necessity given the financial position we face. They are all tough choices. There
are no easy options and these are not proposals that we would want to make.

4.4 The additional proposals set out, if implemented, would not fully close the funding
gap we expect to have. After many years of service reductions, transformation and
efficiencies, this reflects the very limited opportunity to make further savings whilst still
meeting our statutory duties and basic operating requirements. The savings proposed would,
however, make a significant contribution towards bridging the deficit.

4.5 Ahead of further detailed funding announcements we will continue to take all
opportunities to impress on Government the position faced by ESCC, the impacts on the
people, businesses and communities of the county, and the financial and service reforms
needed, and we have been engaging the support of local MPs in making this case.

Adult Social Care and Health

4.6 Savings proposals for Adult Social Care and Health have been developed taking into
account five priority areas to protect as far as possible. As set out in September, these
include the community care budget; maintaining a sufficient workforce to manage the
increase in demand and carry out statutory assessments, including financial assessments;
and working with the care market to ensure the availability of appropriate and best value
care. In addition, infrastructure funding for the VCSE and support for unpaid carers has been
protected as far as possible, recognising the significant contribution they make to managing
demand for services.

4.7 A number of savings proposals have already been progressed to public consultation
with Cabinet’s agreement, where they would entail significant changes to services. These
are included and highlighted in appendix 2. Additional proposals now brought forward focus
on the following themes:

¢ Reducing capacity and improving efficiency in management and support functions

e Budget reductions and reallocations

e Optimising charging and income



e Review of service models

o Refocusing of external grants to better align with Council priorities, while still in line
with grant conditions

e Seeking efficiencies in contracts

Children’s Services

4.8 Children’s Services’ focus remains on taking forward our programmes of work to
address the ongoing significant pressure on the availability and cost of suitable care
placements for looked after children. We also want to continue investment in prevention where
we have good evidence that it is having an impact on managing demand and reducing
pressures on statutory services such as safely reducing the numbers of children in care and
on child protection plans.

4.9 In identifying further savings, we have incorporated anticipated cost reductions from
the above work and we have reviewed the few remaining non-statutory areas of provision
within the department. We have also looked at our support services to identify potential for
further savings. Detailed proposals are set out in appendix 2 with key areas of focus being:
e Support services — reducing capacity, including through consolidating functions across
the divisions within the department and reductions in staff support costs;
e Maximising income — including through our traded services and performance-related
grants; and
¢ Reviewing service models in home to school transport and Buzz Active.

4.10 As set out in the appendix, the proposed savings would reduce the department’s
capacity to deliver improvements, transform services and respond to new demands. Reduced
capacity will also impact on the resilience and responsiveness of a range of support services
and the outcomes which can be delivered.

Communities, Economy and Transport

4.11 A large proportion (72%) of the Communities, Economy and Transport department
budget is committed to the major, long-term contracts covering highways maintenance and
waste and the statutory requirement to provide concessionary fares. These commitments
significantly limit the ability to make savings in these areas. In addition, the department
provides a range of frontline services which deliver statutory requirements. The department
has sought to identify and develop savings proposals primarily in areas of the budget which
are not contractually committed, as well as in remaining areas of discretionary work.
Opportunities for efficiencies or budget reductions have also been identified where possible.

4.12 The savings proposals set out in appendix 2 cover all divisions within the department,
and impact on a range of frontline services. They focus on:
e reducing preventative work — including in Trading Standards and Road Safety;
stopping non-statutory work — particularly in Economic Development;
e increasing the use of technology and other efficiencies — including in Libraries and the
Registration Service;
e reducing the staff capacity and non-staffing budgets in a number of services — including
Rights of Way, Planning and Waste;
increasing income to ensure it offsets costs — including in parking and registration; and
e undertaking further reviews of service models to identify potential savings.

4.13 As set out in the appendix, these savings would have an impact on the services we
offer to residents. This may include longer response times, reduced access or less work
undertaken. A number of savings have impacts on partners, including district and borough
councils. They also impact on the resilience of services to new or unexpected demands.



Business Services and Governance Services

4.14 Business Services and Governance Services provide a range of essential support
services for the organisation as a whole, including areas such as Human Resources (HR),
Information Technology (IT) and Digital, Procurement, Finance, Legal Services,
Communications and corporate governance functions. In doing so, the departments ensure
the Council meets a wide range of statutory requirements. These support functions have been
subject to significant savings over the past decade as back office services were reduced
earlier and more significantly, in order to maintain funding for frontline services for as long and
as far as possible. This means that these services are already run very leanly and include
single points of failure.

4.15 The scale of the proposed savings across departments, set out in this report,
necessitates significant change, and the necessary expertise and support will be needed to
deliver the change required. This will create additional demand on the support services over
the next 12-18 months alongside the usual business needs of the Council. Once agreed
savings have been implemented, with support provided to manage the processes involved, it
will then be possible to review the ongoing needs of the organisation and identify where further
reductions in support functions can be made. The approach to savings proposals reflects
these demands.

4.16 All services provided by these departments have been reviewed to identify where
further reductions or efficiencies could be made. The proposals set out at appendix 2 focus
on:
e Reductions in IT provision and maximising the use, efficiency and financial return of
property assets;
¢ Reduced staff capacity in a range of teams providing support functions to the whole
organisation and, in some cases, to partner organisations;
o Reduced support for business planning and performance improvement; and
¢ Reduced communications support for service priorities, residents’ information needs
and staff information needs.

4.17 Income generating assets and planned capital receipts are routinely incorporated into
the core budget and the capital programme. As part of identifying further savings or sources
of income, the full portfolio of assets has been reviewed to identify any further marginal
financial gains in the ‘sweating of assets’, reflecting the level of property team capacity
available to deliver on these (noting capacity levels referenced in 4.14). This most notably
includes the planned closure of sections of County Hall to reduce running costs (albeit only
marginally) and to generate income through the letting out of freed up space to third parties.

4.18 The savings proposed would bring the support budgets down to a level whereby any
further reduction would impact on support to statutory and other customer facing services and
the overall resilience of the organisation. Consequences would include:
e Increased risk of plant failure (e.g. heating, lighting, lifts)
e Increased risk of IT incidents (e.g. data loss, system or WiFi failure)
¢ Increased risk of challenge to procurement processes and delay in procuring services
e Risk of inability to provide key information and support to enable the Council to
continue to function effectively with appropriate levels of governance (e.g. financial
information, HR, legal)
e Risk of not meeting the communication needs of service departments and to the
resilience of the Council’s online information and services.



Savings - next steps

4.19 The potential savings in 2025/26 from these proposals, if agreed, are set out in
appendix 2. The savings identified to date have the potential to reduce the potential £29m
2025/26 financial gap, after scenarios, by £16m. This incorporates the £4m from proposals
already brought forward in September and currently subject to public consultation, if they were
implemented.

4.20 All savings proposals identified will be taken forward through our usual governance,
decision making and HR processes. Progressing potential savings will entail consultations
with our staff on restructures and potential redundancies. As noted by Cabinet in September,
in some cases it has been necessary to begin these processes already in order to be in a
position to implement agreed changes ahead of the new financial year and deliver a full year
saving to support the budget position. We will work hard to minimise compulsory redundancies
as far as possible, applying our comprehensive redeployment processes and support to retain
valued staff within the organisation wherever we can. We currently estimate that in the region
of 160 posts (130 full time equivalent) may be deleted as a result of savings proposals,
although the picture will become clearer as service reviews and consultations progress.

4,21 Even if all identified savings were fully delivered, which is subject to further
consultations and decisions, as well as delivery risks, a substantial gap of cE13m would remain
for 2025/26, subject to any impact from the recent Budget Statement.

4.22 We will continue to work through the impacts of Budget announcements and await
further detail and specific allocations through the financial policy statement expected from
MHCLG later in November and the provisional Local Government Finance Settlement in
December. This will enable us to confirm or amend our assumptions, and clarify the position
in relation to specific grants, providing an updated deficit position. In light of this, options for
setting a balanced budget for 2025/26 can be considered.

5. Capital programme

5.1 The capital programme has been updated in accordance with Capital Strategy
principles and the risk based review of the programme. Appendix 3 presents a revised
programme of £670.0m, of which £210.6m is planned for delivery in the period to 2027/28.
The programme will be updated further to reflect the impact of the Budget once detailed
allocations are known.

5.2 The capital programme is funded from several sources and can be split into the
elements that are funded from identified specific sources (such as grants, developer
contributions and earmarked specific reserves), and elements considered to be Core Council
Funded. Core Council Funded relates to those projects funded from Council resources that
ultimately increases the Council’s need to borrow.

5.3 In order to reduce the cost of borrowing appendix 3 proposes changes to the capital
programme outside of normal Capital Strategy updates, to reduce the level of investment in
Core Council Funded programmes. The recommendations made throughout the report are
based on an assessment of risks and likely implications made by services of removing or
reducing core funded programmes based on set criteria. The projected impact of this review
is an annual reduction in borrowing costs of £3.9m by the end of the MTFP period.



6. Engagement, lobbying and communications

6.1 We will continue to engage and communicate openly and widely with our residents,
partners and staff on our approach to the financial position and the impacts of specific
savings proposals, and to progress specific consultations where these are required.

6.2 The current financial position, and in particular the Government’s recently announced
review of how funding is targeted to reflect increased need in areas of deprivation, means it
is essential that we continue to press Government as strongly as possible for additional
funding and support to be provided to East Sussex. Since September this has included:

e writing to all local MPs to outline the urgency of the Council’s financial situation, the
requirement to make savings, and to seek their support in making the case to
Government;

o the leaders of all ESCC’s political groups meeting with all East Sussex MPs to
reiterate the position and how they can help;

e afurther meeting of a number of MPs with the Leaders of ESCC and district and
borough councils to discuss the financial pressures facing all councils;

o officer engagement with officials at MHCLG; and

e continuing to contribute to national campaigning undertaken by the County Councils
Network and LGA.

All of this activity has focused on standing up for the interests of East Sussex, and ensuring
Government is fully aware of the unsustainable situation faced by the County Council, the
consequences for local people, staff and partners, and the immediate and longer term steps
needed to secure the sustainability of services which can meet local needs.

6.3 We will continue to press home these vital messages - individually and with our local,
regional and national partners - ahead of the policy announcement expected by the end of
November, the provisional financial settlement expected on 19 December, the final
settlement in February and the longer term Spending Review in the spring. We will continue
to call for immediate support with the impacts of current demands, costs and market
conditions over which we have very limited control locally. We will highlight the lack of
funding to invest in the preventative approaches which are the only way to mitigate
increasing need, as well as to achieve the best outcomes for our residents, and we will work
to influence reforms. And we will continue to make the case for a sustainable funding regime
for local government, which is appropriately reflective of local need and the costs of
delivering statutory services.

7. Looking ahead - conclusion

7.1 The Council’s financial position continues to be highly challenging, despite
indications of some additional national support. This report outlines the substantial financial
gap we continue to face which means we must propose further reductions to our services
and the support we provide to local people.

7.2 Much is still to be determined around specific funding allocations for the coming year,
and the funding outlook for 2026/27 onwards, the impact of new and ongoing national
reforms, and the medium to longer term impact of the increases in demand and cost our
services continue to experience.

7.3 Work will continue into the winter to understand the detailed funding picture as it
emerges, the implications of national policy developments, and to refine our understanding
of the county’s needs. This analysis will feed into our ongoing business and financial
planning, ahead of final proposals for the 2025/26 budget and Council Plan being brought to
Cabinet in January for consideration, and Council in February for decision.



7.4 We will also progress the savings proposals set out to Cabinet through our
consultation, governance and decision making processes, to ensure that Members have the
information necessary to take budget decisions in the new year.

7.5 Members will continue to be involved in developing plans through Cabinet, County
Council, Scrutiny Committees, and specific engagement sessions throughout the 2024/25
RPPR process.

BECKY SHAW
Chief Executive



