COUNCIL

Decision Session 15 December 2021
Executive Member for Health & Adult Social Care

Report of the Chief Finance Officer

FINANCIAL STRATEGY 2022/23 to 2026/27

Summary

1.

The Financial Strategy 2022/23 to 2026/27 will be presented to
Executive on 7 February 2022 and Full Council on 17 February 2022.

The purpose of this Decision Session report is to provide background
information for the overall Financial Strategy and to present the draft
savings proposals, growth assumptions and capital schemes for the
Health and Adult Social Care portfolio. This will provide an opportunity
for Executive Members to obtain feedback in advance of the finalisation
of the overall Financial Strategy which will be presented to Executive on
7 February 2022.

The net revenue budget for the portfolio in 2021/22 and 2022/23 are as
follows

2021/22 2022/23
£m £m
Health and Adult Social Care 49.9 515

These portfolios include £3.8m growth allocated in 2022/23 to support
front line services, fund ongoing pressures resulting from COVID, and
support the local provider market. Cumulative growth from 2019/20 to
2021/22 was £12.8m. It will help rebalance the system to support a
greater proportion of people at home with the right level of care, including
investment in short term intensive reabling support and the Social Work
and occupational therapy pathways and practice to make best use of
this.

This portfolio includes the continuation of growth allocated in 2022/23 to
support front line services, fund on-going pressures resulting from COVID,



support continuous improvement in children’s social care services and
manage the recalibration of costs between the Dedicated Schools Grant
and the General Fund.

The Council continues to face unprecedented financial challenges due to
the impact of the Covid-19 pandemic and demand for Council services
has increased. This has generated an in-year financial pressure totalling
£9.1m for the Council (mitigated to £4.6m), as noted to Executive in the
latest Financial and Performance Monitor.

It should also be recognised that, like all local authorities in England,
funding from central Government grants have significantly reduced over
the past decade. For example, in 2011, City of York Council received
£56m from the Revenue Support Grant. Now in 2021, the Council
receives only £540k of this grant which is rolled into the Council’s share
of Business Rates.

In October 2021, the Chancellor announced the Government’s 3-year
Spending Review. Details of the specific authority funding allocations will
not be announced until the provisional settlement in December 2021. In
response to the Spending Review, the Council’s submission outlined the
need for long-term funding certainty to address the immediate funding
challenges local authorities are facing across the country; the need for
more funding to support people into jobs, particularly in sectors critical for
the UK's sustainable recovery; and highlighted the case to replace
business rates with a model which provides a 21st century system to
support innovation alongside supporting our high streets. At this stage,
due to the ongoing financial impact of Covid-19 and the lack of detail in
relation to the settlement from central government it is difficult to forecast
in the medium term.

Key assumptions for the overall Financial Strategy are focused on
2022/23 as follows;

e Overall £12.4m in additional revenue funding will be added to the
Council’'s 2022/23 budget on adult social care and children’s
services.

e A proposed basic council tax increase of 1.99 % in 2021/22,
equating to additional income of £1.9m. Any increase above this
amount would require a referendum.
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14.

¢ In addition an increase of 1% in line with the government’s social
care precept, equating to additional income of £980k, which provides
support for adult social care

e Revenue savings of almost £7.1m in 2022/23. This includes £1.9m
of the 2022/23 savings are the full year effect of prior year savings
previously agreed by Executive.

As a consequence of the Covid-19 pandemic, the necessity for the
Council to maintain a stable and resilient financial position is now as
important as ever in the midst of this unprecedented level of uncertainty
and economic challenges. Further details of the impact of Covid-19 on
the Council’s finances are included below within ‘the national context’
section.

The Council also continues to face long standing financial challenges,
particularly with regard to uncertainty over national funding streams and
growing demand for Council services, especially within adult and
children’s social care.

The Council’s proposed overall Financial Strategy includes significant
investment to stabilise our finances to protect against the economic
effects of Covid-19 and continues to invest in priority areas as outlined in
the Council Plan, including adult social care and support for children,
frontline services, respond to the climate emergency and to continue the
city’s economic recovery.

Recognising the unprecedented economic challenge of the pandemic
and support needed for local residents, we are increasing net spending
by £4.3 million on adult social care and support for children, whilst
investing additional funding to protect frontline services, accelerate our
economic recovery and protecting our core capacity to continue to
respond to the climate emergency and make progress on Council Plan
priorities. To enable this investment, the Council has put forward back
office efficiencies of over £1 million to ensure financial prudence and that
the Council is prepared to respond to future challenges and deliver
services to residents and businesses more effectively.

Specific examples of the Council’s £12.4m revenue investment include;

e Good Health & Wellbeing — revenue investment in 2022/23 of over
£1.6m in adult social care in addition to the £1m one off support
agreed last year, to support and care for some of the most
vulnerable residents in York. This includes the costs of care,
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16.

supporting adult social care staff and enabling residents to remain in
their homes for longer.

e A Better start for Children and Young People - revenue investment in
2022/23 of £2.7m, in addition to the £1m one off investment agreed
last year and £3.2m ongoing investment since 2019/20 to support
children and young people across the city, including further funding
for social care staff.

¢ An additional £30k to support the Executive decision in November
2021 to approve the creation of an Access Officer post to support the
Strategic Review of City Centre Access and associated Action Plan
to help deliver the agreed mitigation measures to improve access for
blue badge holders.

e Creating homes and world class infrastructure - revenue investment
in 2022/23 of £1.6m to fund the prior year capital programme to
continue the on-going work of the Housing Delivery Programme,
York Central, Castle Gateway, Highways investment, vehicle
replacement, The Guildhall, Station Frontage and other crucial major
projects.

e Getting around sustainably - revenue investment in 2022/23 of a
further £150k one off funding to deliver the development of the Local
Transport Plan subject to city wide consultation on the strategy that
will help to move the city towards zero carbon by 2030 and underpin
our commitment to tackling congestion and traffic pollution in York.

The budget proposals outlined ensure that additional investment is made
into both People and Place directorates with efficiency savings being
made across corporate, back office functions. Ensuring that there is the
capacity to invest in council priorities and accelerate recovery from the
pandemic has been a critical part of the budget deliberations, including
protecting the council’s capacity to take forward its climate change
ambitions.

Given the continued financial challenges due to the pandemic, the
Council is addressing this by continuing to invest a further £1million in
the Covid-19 Recovery Fund which was created as a one off last year.
This will allow provision of the following measures, alongside a
contingency amount for any further impact where we may need to react
quickly to changing circumstances:



e £200k to support Covid-19 recovery efforts in local communities
across the city

e £100k will be invested to give holiday hunger support to children

o £100k will be used to support education catch-up. To develop
reintegration pathways for children who have become disengaged
from school — this will include training for all schools on trauma
informed practice with specific outcomes linked to the review and
development of school attendance policies and develop an
attendance champions network across all schools.

o £50k to support York’s bid for Great British Railways, Places for
Growth and Devolution

e £50k to provide sustainable travel incentives to support recovery and
build back confidence in public transport

o £100k will be used to assist households via the York Financial
Assistance Fund, helping residents on the lowest incomes mitigate
the financial impact of the pandemic

e £50k additional growth to extend mental health support (total budget
including 21/22 allocation of £250k)

e £50k to continue to support local businesses during recovery

17. Due to the uncertainty of the financial situation, and the need to invest in
recovery, the Council has reviewed the level of capital investment
needed and has been able to reprioritise some areas of the existing
capital budget to invest in the Council’s priorities and to support the city’s
recovery from the impacts of Covid-19. The Council’s priority focus is to
support York in building back better from the pandemic. This Budget
continues the Council’s transformational £570 million Capital
Programme, to drive regeneration and accelerate the city’s economic
recovery.

18. Some of the key capital projects include;
e £43m to progress the York Central scheme

e £25m to progress the Station Frontage Scheme



e £66m to improve the city’s road network infrastructure and
accelerate the delivery of flood defences, in conjunction with local
and regional flood defence funding

e £15m on the fleet replacement programme

e £11m to progress regeneration schemes in the city, including Castle
Gateway and the Guildhall

e £63m to further develop the York Outer Ring Road, including cycling
and walking improvements in the vicinity of the ring road

e £126m to deliver more housing across the city, including affordable
housing

19. This report focuses on the revenue savings and growth proposals
specific to the Health and Adult Social Care portfolio. Annex 1 provides
details of savings proposals and annex 2 provides details of growth
proposals. Annex 3 provides feedback to date from the public
consultation. Annex 4 provides details of schemes in the Health and
Adult Social Care portfolio Capital Programme.

Recommendations

20. The Executive Member is asked to consider, in the context of the overall
budget;

e The 2022/23 revenue savings proposals for their portfolio as set out
in annex 1

e The 2022/23 revenue growth proposals for their portfolio as set out
in annex 2

e The feedback from consultation to date as set out in annex 3

e The new schemes for inclusion in the 2022/23 to 2026/27 Capital
Programme as set out in annex 4

Reason: To ensure that stakeholders have the opportunity to feed into
the budget process in advance of the finalisation of the Financial
Strategy 2022/23 to 2026/27.



Background

National Context and Funding Issues
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All aspects of the public sector are continuing to face challenging times.
In recent years the council has had to deal with large reductions in
funding, combined with a wide range of significant pressures. The
additional pressure on Council finances due to Covid-19 has added to
the uncertainty, just like the many thousands of businesses and
organisations across the country. Demand for services has increased, at
the same time income has significantly fallen.

Analysis from the Local Government Association (LGA) suggests that
Councils in England will face a funding gap of more than £5 billion by
2024 to maintain services at current levels. It is also suggested that this
figure could double amid the huge economic and societal uncertainty
caused by the COVID-19 pandemic. As part of this work, the LGA
recommends to Government that £10 billion is needed to not only plug
this gap, but meet growing demand pressures and improve services for
communities.

The Spending Review 2021 was announced on 27 October 2021 to
cover the 3 years from 2022/23 to 2024/25. At the national level the
headlines were:

e Local government will receive an additional £4.8bn in “core” grant

funding over the next 3 years (roughly an additional £1.6bn in each
year). The increase in grant funding is front-loaded, with almost all the
increase in grant in 2022-23, and very little increase in the two later
years.

Separately, local government will receive £3.6bn in grant funding
through the settlement for social care reforms. The sector will receive
£200m in 2022-23, £1.4bn in 2023-24 and £2.0bn in 2024-25.

The government allocated £5.4bn to fund the social care reforms that it
announced on 7 September 2021. £3.6bn will be allocated through the
settlement, and the remaining £1.7bn will be allocated separately by
the Department of Health and Social Care “to improve the wider social
care system”.

Details of the specific authority funding allocations will not be announced
until the provisional settlement in December 2021. It is not clear whether
the settlement will announce one-year allocations or a multi-year
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package, which further adds to uncertainty and make long-term financial
planning more complex.

The provisional announcement is too late for inclusion in this report but if
there are any updates before the meeting date a verbal update will be
provided. It is expected that the final settlement will be announced in
February, but it is unlikely to differ significantly from the provisional
figures.

Significant uncertainty remains due to the financial effect of Covid-19 on
council tax and business rates income. In addition, there remains
ongoing uncertainty around long standing issues which have been
delayed due to Covid-19; the ongoing ‘fair funding’ review, the
withdrawal of New Homes Bonus (NHB) funding, the ongoing review of
business rates retention and details of the business rates baseline reset,
which may be delayed until perhaps 2025/26.

No new funding has been announced for ongoing Covid-19 pressures.
Michael Gove MP appeared at the Levelling Up, Housing and
Communities select committee on 8 November 2021 and has indicated
that the 75% rates retention scheme is unlikely to go ahead. All this
uncertainty increases the risks facing the Council.

However, this risk is mitigated by the inclusion of a Covid contingency.
Without this contingency fund the budget would not, in the view of the
Chief Finance Officer, be sufficiently robust to meet the challenges
ahead, nor would it properly cover potential costs for the year ahead.

Due to historical and outdated data held by the government, York has
received significantly less funding when compared to many other local
authorities. Therefore in simplistic terms, when funding allocations are
distributed by central government York will receive less than a historical
(and potentially out of date) high spending authority. In 2021/22, core
spending power in York sat at £706 per head, - the second lowest in the
country compared to councils such as Kensington and Chelsea who
receive £1,305 per head. If York were to receive even the average
amount of spend the city would benefit from an extra £16.5m each year
The Fair Funding Review remit was set to tackle this inequity, so the
further postponement increases the Council’s financial challenges in the
medium term. York is one of 20 authorities raising this issue with Michael
Gove MP before the provisional settlement announcement in December
via the F20 Group.



Local issues and challenges
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Despite the Covid-19 funding provided by central government, an
ongoing impact in future years is still expected due to a range of issues.
As the city continues to recover, it is anticipated there will be significant
pressures as a result of the longer term impacts on individual residents
and increase in the cost of adult social care.

There are serious underlying budget pressures across both adult and
children’s social care. Both adult and children’s social care is operating
in an extremely challenging environment. Despite the allocation of £4.3m
to the People directorate in the 2021/22 budget. The gross financial
pressures facing the council in 2021/22 are projected at £9.1m but after
mitigation and further action it is considered that this can be brought
down to a net position of £4.6m.

In addition, as residents and businesses respond to the economic
impacts of the pandemic, it is anticipated there will be a reduction in both
Council Tax and Business Rates receipts. In response to this shortfall,
the Council has had to make some difficult decisions to identify some
£7.1m of savings and efficiencies to ensure crucial council services can
continue to support local residents and businesses.

Focussing our resources on protecting the most vulnerable during the
pandemic has meant actions needed to deliver savings and manage
some of the underlying budget pressures being experienced in social
care have not been prioritised. We are also seeing an increase in social
care costs directly as a result of the pandemic. These are national
issues that are not unique to York and the combination of increased
costs and delays in achieving savings is having a detrimental impact on
all local authorities. For example, Manchester City Council has recently
reported a £153m budget shortfall over the next three years.

Partner organisations in the city are also experiencing unprecedented
financial challenges and it is clear that the pandemic will have lasting
financial implications both on the Council and many other organisations
operating in the city. Whilst the Council continues to make every effort to
manage the situation and protect critical front line service delivery,
through identifying efficiencies and more robust control of costs, the
Government funding will not fully compensate the Council and this
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represents a risk to the delivery of the Council Plan and the ongoing
delivery of essential services.

The pandemic has caused significant changes to the way the economy
operates globally, nationally and locally. The long term impacts on retail,
office working and tourism are all subject to a great deal of speculation.
In addition, the UK has the uncertainties of the impact of Brexit and the
challenges and opportunities that may bring to the York economy. York
is well placed to manage these challenges, with a highly educated
workforce and excellent infrastructure, however the impact on Council
revenue and service demands is highly unpredictable. With this
unprecedented level of uncertainty in both the national and local
economy it is therefore prudent to continue to plan on the basis of the
current financial picture and begin to put in place mitigation and cost
control strategies to bring expenditure down to within approved budgets.

Putting aside the impact of Covid-19, demand for council services
continues to increase, with an ageing population with increased complex
needs in respect of social care. There are also significant challenges in
the health sector, including challenging financial positions for health
partners, which are in turn a significant financial risk to the council. At the
time of writing, York Hospital is continuing to experience unprecedented
demand and GPs are seeing a spike in appointments and we still await
further detail and certainty regarding long-term funding for social care.

In addition, inflation is driving costs up and there is continued pressure
on many of the council’s income budgets, all of which highlights the need
to include a realistic and prudent contingency fund.

Medium Term Financial Strateqgy and approach to savings

38.

39.

40.

The medium term financial strategy focuses on delivering efficiencies
across all areas. Ensuring that there is the capacity to invest in key
priority areas has been a critical part of previous budget decisions and
will need to continue in the future.

This strategic approach ensures that any cross cutting implications are
taken into consideration and savings in one particular area do not impact
on other budgets in an unintended way.

At the beginning of the budget process for the 4 year period from
2020/21 to 2023/24, directorates were asked to consider the long term
implications of a 2% per annum reduction in their controllable budgets, in
the region of £4m in each financial year. This included an assessment of
options, risks, and links with Council priorities. In light of Covid-19, an



above forecast increase in inflation and demographic service pressures
the savings requirement for 2022/23 increased to £7m.

41. Specific details of future year’s savings proposals will be covered in
future budget reports. The eventual scale of savings that are required
over the next 4-year period will be driven by the outcomes of the future
spending reviews and economic recovery, alongside the extent to which
service demands affect the council. Looking beyond 2022/23 is difficult at
this time given the wide range of uncertainties.

Principles that have shaped the budget process

42. The budget setting process has taken into account the following issues;
i.  Consideration of the 2021/22position.
ii. Consideration of unavoidable cost increases.

iii. How to create the capacity in priority areas and driving service
improvement and innovation.

iv. Consideration of reductions in grant funding.

v. Ensuring that the budget is robust and prudent and is based upon
the strategic financial advice of Chief Finance Officer as s151 officer.

vi. Ensuring there is a strong link between the capital and revenue
budgets and that the delivery of priorities fully considers the two
budgets hand in hand.

43. ltis critical that the council continues to support a strong local economy,
recognising the significant financial benefits in the form of retained
business rates, and the creation of jobs. Ensuring that there is a strong
link between the capital and revenue budgets to support the delivery of
council priorities is essential.

44. The Capital Programme report in February will set out proposals for
reprioritisation of investment. These continue the council’s approach to
prioritise investment in the economy, housing, transport, and to invest to
save including energy efficiency. The capital budget proposals for Health
and Adult Social Care portfolio are included in annex 4.



Consultation

45. The council has consulted with residents and businesses to identify the
services that matter most to them and to understand their priorities for
spending the council budgets.

46. The 2022/23 budget consultation launched in October and closes on 8
December 2021.

47. The consultation replicated a number of question sets from previous
years on council tax and the social care precept, to allow us to track and
assess feedback.

48. The consultation was promoted to residents through various channels via
Our City publication, social media, local media, forum groups,
newsletters, published on the council’s consultation page, and promoted
in Council Buildings such as Libraries and Leisure Centres.

49. Our City was delivered to all households from 24 October. Paper
responses are sent back at no cost to residents via Freepost to West
Offices.

50. The online survey was promoted within the business community via
existing business network links and distribution groups such as York
Business Week, Make It York, BID, York Chamber of Commerce, York
Federation of Small Businesses and asking them to pass on to their
members.

51. A trial focus group was consulted in early November which allowed a
more in-depth discussion with participants. Further focus groups are
expected to take place before the final Executive decision in February
2022.

52. Feedback from the Budget Consultation Focus Group and all views and
data gathered during the consultation will in due course be published on
the York’s open data platform www.yorkopendata.org

53. Annex 3 provides details of consultation feedback received to date.


http://www.yorkopendata.org/

Council Plan

54. The Council Plan for 2019/2023 is based on the statutory responsibilities
and the priorities of the Council. The plan is structured around 8 core
outcomes, which in turn reflect the key components of a good quality of
life for our residents. These are:

¢ A Greener and Cleaner City — York’s environment is protected
and enhanced through investment in the Council’s frontline
services working towards becoming a carbon neutral city by 2030

e Good Health and Wellbeing — Every resident enjoys the best
possible health and wellbeing throughout their life

e A Better Start for Children and Young People — Families,
carers and schools are supported so that every child and young
person has the opportunity to develop, learn and achieve their
aspirations

e Well-paid jobs and an inclusive economy — High skilled and
better paid jobs in sustainable businesses, providing opportunities
for all York’s people in an inclusive economy

e Getting around sustainably — More people chose to travel by
public transport, walking or cycling, benefiting from improved
roads, footpaths and cycle routes across the city, cutting
congestion, pollution and carbon emissions, as part of renewed
efforts to tackle the climate emergency

¢ Creating homes and world-class infrastructure — The right
housing is available, affordable and environmentally sustainable
for everyone with good quality infrastructure that supports
community and local businesses

o Safe Communities and culture for all — Residents live safe from
harm as part of strong and vibrant communities, participating in
their local area and have access to a range of quality cultural
activities

¢ An open and effective Council — We work as an efficient, open,
transparent, democratically-led and accountable organisation, in
partnership with key stakeholders, to deliver on residents priorities
and achieve the council plan outcomes for our city

55. The plan focuses on outcomes rather than just on the services we
provide, to help the Council and our partners work better together, rather
than as a collection of individual services and activities.

56. The plan was formally approved by Council on 31 October 2019
following consultation with residents, businesses and staff.



57. The budget reflects the Council priorities with significant revenue and
capital investment in a number of areas, as outlined in the summary of
this report.

Options

58. Annex 1 sets out the savings proposals for Health and Adult Social Care
portfolio for 2022/23. The figures included in the column 2023/24 impact
show the full year/ ongoing impact of decisions taken in 2022/23. Annex
2 sets out the growth proposals and Annex 3 sets out the consultation
responses received to date. Annex 4 sets out the new capital schemes
for Health and Adult Social Care portfolio.

59. The options available to the Executive Member are;

e Option 1 - to retain the savings, growth and capital proposals as set out
inannex 1, 2 and 4

e Option 2 — to add, delete or amend proposals, noting that any
adjustments made should have a net nil effect with reference to the
overall budget.

Analysis

60. The net revenue budget for the portfolio in 2021/22 and 2022/23 are as

follows
2021/22 2022/23
£m £m
Health and Adult Social Care 49.9 51.5

61. These portfolios include £3.8m growth allocated in 2022/23 to support
front line services, fund ongoing pressures resulting from COVID, and
support the local provider market. Cumulative growth from 2019/20 to
2021/22 was £12.8m. It will help rebalance the system to support a
greater proportion of people at home with the right level of care, including
investment in short term intensive reabling support and the Social Work
and occupational therapy pathways and practice to make best use of
this.
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CYC have worked with the Wilberforce Trust to remodel the Supported
Living provision for those with Physical & Sensory Impairments. The new
scheme is due to open in April 2022 and will adopt a more reabling
model whereby individuals access intermediate care with the intention of
reducing ongoing support and enabling them to live as independently as
possible.

This budget ensures investment in services based in the community that
are easily accessible to residents. Such measures include a drop-in
mental health support hub, which will be established to provide the low-
level mental health support people tell us they need, particularly following
the effects of the lockdown and the pandemic. After consultation with
residents, there will be more and better use of technology. Many
residents of all ages are now familiar with using technology and it can be
utilised to support the health of individuals as well as keeping people in
touch with each other.

We have also recently opened an extension to the council run
Independent Living Community at Marjorie Waite court. As the scheme
matures, this service will provide customers with a real alternative to
residential care whereby they can maintain their independence within
their own tenancy and community. The service can cater for those living
with dementia and also has facility to accept customers being discharged
from hospital, again working with them to ensure they regain and
maintain the skills and ability to live in their own homes without the need
for formal care.

As part of the council’s commitment to ensure people receive the right
care at the right time a whole system redesign of reablement and
intermediate care is underway. This review will help support additional
early intervention and prevention services across localities as well as
integration with some health services.

We are also working with external providers, to ensure safe services and
consistency in care delivery and our care act responsibility through
market management and oversight

Following the publication of our Learning Disability Strategy we are
working with partners to further develop a care framework and an all age
approach to short breaks and day opportunities.

The public health grant is being maintained for 2022/23 to allow
continued support for pandemic response. Elsewhere on the agenda is a
report outlining the areas for additional investment using the Public
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Health Reserve. Any cash increases in the annual Public Health Grant
will be utilised to support these priorities. The use of the Public Health
Reserve will focus on protecting the health of both adults and children
and measures to improve health, particularly for those most vulnerable.
These will include the availability of health checks and tailored advice to
help residents care for their own health.

The Government’s reform of adult social care funding has only just been
announced and the detail of what it means has yet to be published. Local
authorities continue to face significant financial pressures due to the
ongoing impact of the pandemic. The number of people seeking help
from adult social care, the number who go on to receive support and the
amount and cost of support they receive all continues to increase.

A national challenge in delivering care services is the paucity of staff
working in the care industry; both in delivering personal care but also the
resource needed to assess individual needs. £500m has been
earmarked nationally from the Health & Social Care Levy to address
workforce concerns but the pressure will remain in the short term.

The Council is committed to effective management of the budget in the
knowledge that resources are finite and need to be used in the most
effective way to support the wellbeing of some of our most vulnerable
residents. Our approach combines rigorous systems and governance to
control spending with a strategic approach to a more sustainable way of
supporting residents’ wellbeing.

These budget proposals include further significant investment in S