Report Policy and Resources Committee 14 January 2016

RESOURCING THE CHANGE FUND & REVIEW OF RESERVES

1. Reason for Report

This paper outlines the estimated level of investment required to support the achievement
of savings over the upcoming period, and also provides information on amounts available
to be released from reserves to support this requirement.

2. Recommendations
Members are asked to:

2.1 note the increased level of funding that will be required to support investment in
savings, change and efficiencies as a result of the significant increase in required savings
over the upcoming period;

2.2  agree to release uncommitted amounts from existing service reserves, as outlined
at Section 5, to support the need for investment in savings, change and efficiencies; and

2.3 note the need for the identification of further funding to support investment in
savings, change and efficiencies and that this will be subject to further review and reports.

3. Considerations

Background — The Corporate Change Fund

3.1 The Policy & Resources Committee, at its meeting of 7 September 2010, agreed
the creation of a Change Fund in recognition of the need to identify funding to support
investment in required savings measures over the following period. The same Committee,
at its meeting of 5 November 2013, reviewed the operation of the Change Fund to that
point and agreed the continued operation of the Change Fund to support the ongoing need
for investment in savings, change and efficiencies.

3.2  The existing council policy in relation to the Change Fund is that underspends at a
corporate level, as identified in the regular Corporate Monitoring Reports to the Policy &
Resources Committee, should be transferred to the Corporate Change Fund up to a level
where the Change Fund holds £3 Million available to support the achievement of required
savings for the upcoming financial year.

3.3 As part of the 2011/12 budget setting process, the Change Fund provided funding
totalling £8.5 Million to support the delivery of savings of £15.8 Million required to balance
that year’s budget. In subsequent years, savings requirements have averaged around £8
Million per annum and the level of support required from the Change Fund has been
around £2.5 - £3 Million per annum.

3.4  The November 2015 meeting of the Policy & Resources Committee noted that a
review of potentially increased funding requirements from the Change Fund, due to the
number of ERVS applications being progressed to support agreed savings, was currently
being undertaken and that the results of this review and a related review of opportunities to
increase funding contributions to the Change Fund would be brought to this meeting. The
review of amounts held in reserves was identified as one potential source of funding for
this purpose.
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4. Projected Change Fund Requirements

4.1  As reflected at paragraph 3.3 above, investment of around £2.5 - £3 Million per
annum from the Change Fund has been required in recent years to support savings of
around £8 Million per annum.

4.2  As reflected in a separate report on this agenda, it is currently projected that the
Council will require to identify and agree savings of over £21 Million for financial year
2016/17. While the nature of savings agreed will influence the level of investment required,
it is apparent that investment requirements will be significantly increased. Based on
investment requirements increasing in proportion to the increased savings, the level of
funding required to support 2016/17 savings is likely to be in the region of £7 - £7.5 Million.

Current Position

4.3  As reported to the November 2015 meeting of this Committee, the level of
investment required in the current financial year has increased to an estimated £3.5 Million
due to the number of ERVS applications being progressed to support agreed savings.

4.4  The current position in relation to the Change Fund can be summarised as follows:-

Million
Balance C/Fwd from 2014/15 £2.654
Corporate Underspends to date £0.950
ERVS Reserves Funding £1.622
Total Funding Available £5.226
Project Commitments (E0.747)
Projected ERVS Costs 2015/16 (£3.500)
Available to Support Further Savings £0.979

4.5 As reflected above, while the current year’s investment requirements can be fully
accommodated, the level of funding remaining available to invest in further savings is less
than £1 Million. Significant funding will therefore require to be identified to meet the level of
estimated investment of around £7 - £7.5 Million required to support 2016/17 savings, as
reflected at para 4.2 above.

5. Review of Amounts Held in Reserves

5.1 As previously reported to Members, a review of amounts held in reserves has been
undertaken to assess the extent to which amounts held are committed and to seek to
identify amounts that may be available for release to support corporate requirements.

Equal Pay
5.2 As Members are aware, the Council settled almost all of its remaining Equal Pay

commitments in financial year 2015/16. The cost of settlement payments and related costs
in 2014/15 was £4.5 Million taking the total cost of Equal Pay settlements to £12 Million
since 2006/07. The Council took a prudent approach to setting aside funding to meet
potential Equal Pay liabilities and, following the settlement of outstanding amounts in
2015/16, £3 Million was transferred to Service Reserves from the provision held for this
purpose.
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5.3  While there are potential liabilities in relation to a number of staff related issues that
are currently under review, it is considered that retaining an amount of £1 Million would
represent a prudent allowance for potential costs. The remaining £2 Million non-recurring
funding could therefore be released to help fund investment to support the delivery of
savings through the Change Fund.

Unapplied Grant Funding

5.4  Scottish Government grant funding was received in 2014/15 in relation to a number
of specific issues. These amounts were not immediately distributed to Services but only
applied where necessary to meet additional costs. Where amounts were not fully utilised
by the end of 2014/15, the remaining amounts were transferred to Service Reserves
subject to further review.

5.5 It has been identified through that review that the following non-recurring amounts
are not committed/required and can therefore be released.

Million
Early Years £0.797
Children & Young Peoples Bill £0.500
Council Tax Reduction Scheme £0.691
Other Aggregated External Finance £0.396
Total £2.384

5.6 The Appendix to this report provides an explanation of the source and nature of the
above amounts. The opportunity to release the amounts set out above is due to a
combination of the investment already made by the Council in these areas prior to the
receipt of this funding (partly through policy development allocations) and the cost-effective
approach taken to implementing these policy initiatives.

6. Updated Change Fund Position
6.1 Taking into account the transfer of the amounts reflected at Section 5 above, the
funding available to support investment in savings, change and efficiency can be updated

as follows:-

Million
Available to Support Further Savings (as per para 4.4) £0.979
Transfer from Equal Pay Service Reserve £2.000
Transfer from Unapplied Grant Funding Reserves £2.384

Updated Total Available to Support Further Savings £5.363

6.2  While the updated total funding available of £5.363 Million remains below the
estimated requirement of £7 - £7.5 Million to support the achievement of 2016/17 savings,
further opportunities will be sought at the current year end to increase this figure. Amounts
held in Service Reserves will also be subject to ongoing review.

6.3 Itis also important to recognise that, beyond 2016/17, significant further savings will
be required and this will require the identification of further funding to support investment in
these savings. This will come at a time when the opportunities to generate in-year
surpluses, which have been used to support the Change Fund to date, will be significantly
reduced due to the reduced budgets available to all services and the necessarily very tight
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approach taken to budget uprating. Further consideration will therefore require to be given
to the approach to funding investment in required savings beyond the immediate term.

7. Governance Assurance
The Corporate Management Team have been consulted as part of the preparation of this
report and are in agreement with its terms.

8. Impact Assessment
As this report does not propose a change in policy, the formal adoption of a plan, policy or
strategy, it has not been necessary to prepare an impact assessment.
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Appendix

Grant Funding Available for Release

Scottish Government funding was received up to, and including, 2014/15 in relation to a
number of specific issues. These amounts were not immediately distributed to Services but
only applied where necessary to meet additional costs. Where amounts were not fully
utilised by the end of 2014/15, the remaining amounts were transferred to Service
Reserves subject to further review.

Following review it has been identified that reserves detailed below are not committed /
required and can therefore be released on a non-recurring basis. Primarily this is due to
these areas already being priorities for our Council before the introduction of the policy by
the Scottish Government, and therefore the full amount of Scottish Government funding
not being required.

Early Years — Funding has been ring fenced by our Council since 2013/14 following a
direction from the Scottish Government that Councils and NHS Boards should specifically
set aside funding (from within existing grant totals) to support investment in Early Years
initiatives. However, due to significant investment in Early Years Change initiatives through
the Children’s Integration budget and recent policy development funding, not all funding
set aside has been required. The current fund balance is £1.597 Million with £800k
required to supplement funding already available for Early Years investment thus leaving
£797K uncommitted and available for release on a non-recurring basis. The release of this
funding has been agreed with the Children’s Services Executive Group.

Children & Young Peoples Bill Funding — As part of the 2014/15 Funding Settlement £2
Million was received for the part-year implementation of 600 hours Early Learning and
Childcare for 3 & 4 year olds and eligible 2 year olds. Significant planning and review was
undertaken to ensure that the requirements of the Bill were implemented as cost effectively
as possible and, due to Dumfries and Galloway having capacity in some of our more rural
School Nurseries, some children were able to be accommodated with limited additional
staffing requirements. In addition to this, the initial uptake for 2 year olds was lower than
expected and therefore, a combination of these factors resulted in £500K being transferred
to reserves at the end of 2014/15. Scottish Government Funding has been provided in the
current and subsequent financial years at levels that will fully meet ongoing requirements
and the unspent amount of £500k at the end of 2014/15 is therefore available for release.

Council Tax Reduction Scheme — On 1 April 2013 the Council Tax Benefit Scheme was
abolished and replaced by a localised scheme, now known as the Council Tax Reduction
Scheme. At the point of the transfer the funding previously made available by the DWP
was reduced by 10% resulting in an anticipated funding shortfall of approximately £421k
per annum for Dumfries & Galloway, which was addressed through the identification of
additional Council funding through the 2013/14 Budget setting process. However, due to a
reduction in the number of individuals within Dumfries & Galloway entitled to receive this
benefit, and the recent Local Government Finance Settlement confirming that there will be
no reduction to the national funding available in 2016/17, the cost of this scheme will now
be able to be wholly accommodated within the base budget. The current accumulated
balance of £691k can therefore be released.
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Other Aggregated External Finance - The Scottish Government often provide funding to
support the implementation of specific initiatives ‘in year’. In some cases these initiatives
are already supported/delivered by the Council through base budget allocations and
therefore do not require all of the funding received to meet the desired outcomes. In
2014/15 the Council carried forward unspent amounts of £396k in respect of the following
allocations: - Developing a Young Workforce (£233K) Family Support (£115k), and minor
allocations (£48k). A subsequent review has identified that the amounts set aside in
Reserves are not required, primarily due to these initiatives already being widely supported
by our Council through the inclusion of policy development allocations (e.g. Modern
Apprenticeships) and service base budgets, resulting in our Council being able to deliver
the desired outcomes without incurring increased expenditure. The amount of £395k can
therefore be released.
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