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1.1

Introduction

This report provides a comprehensive update on the financial performance of budgets
delegated to the Integration Joint Board (IJB) as at the end of financial year 2025/26.
It compares the position against the Financial Plan approved in June 2025 and
highlights the scale of the financial challenge facing services delegated by both NHS
and the Local Authority for this year end and for the Financial Year 2026/27

Recommendations

The Integration Joint Board is asked to consider the following
recommendations:
¢ Note the overspend of £13.2m and the reasons for this overspend relating
to the services delegated by the NHS as per section 3.16.

¢ Note the overspend of £9.5m and the reasons for this overspend relating
to the services delegated by the Local Authority as per section 3.23.

e Note that the IJB hold fully committed reserves of £10.7m as of 31t March
2026.

¢ Note that a £13.2m payment was transferred from the NHS Board to the
IJB. This includes additional financial support provided to the NHS by the
Scottish Government for 2025/26, forming part of the financial support
package for Dumfries and Galloway NHS, as outlined in section 3.13.

e Note that an additional payment of £9.5m has been requested from
Dumfries and Galloway Council to support the year end overspend
position in line with the Integration Scheme as per section 3.15.

e All numbers are draft subject to external audit scrutiny of the NHS,
Council and IJB accounts.

e Note the FY26/27 budget position and previously agreed savings plans
from both funding partners as per sections 3.31 to 3.34.

e Approve the arrangements set out by the Local Authority for the
application of the £2.8 Million being made available to support the IJB’s
approved Adult Social Care Savings Plan and to support the IJB to return
the delegated Social Work budget back to a financially sustainable level
as per sections 3.36 and 3.38.

3.1

3.2

Background and Main Report

This consolidated report brings together all the services delegated to the integration
Joint Board from the NHS and Local Authority for FY25/26. It presents the draft final
position with the annual accounts process underway and presented on this same |JB
agenda.

The position can be compared to the revised opening IJB plan, shown in Table 1,
which was brought forward by the 1JB Chief Finance Officer and approved at the I1JB
in June 2025 and set out an estimated projected financial gap of £25.4m.
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Table 1 — Revised Financial Plan for 2025/26

IJB Revised Financial Plan 2025/26 — May NHS £m Council Total £m
2025 £m

Overall projected deficit before savings (43.6) (12.50) (56.1)
Savings target 18.20 12.50 30.70
Projected In-Year Position (25.4) 0.00 (25.4)

It set out an exceptionally challenging position given the scale of underlying deficit and
the level of savings required to be delivered to achieve the revised opening plan as
set out above.

There has been significant engagement with Scottish Government around the NHS
Financial Plan (including services delegated to the IJB) and a recognition that a break-
even position for 2025/26 could not be achieved without additional financial support.
Following consultation with the Scottish Government, a revised plan was agreed which
included Scottish Government funding support of £17 Million for services delegated to
the IJB by the NHS. The revised current year target for services delegated by the NHS
was revised to a £17 Million deficit level.

As part of its financial recovery plan, the NHS Board established two dedicated
workstreams in FY25/26:

Workstream 1 — In-Year Delivery

Led by the NHS Chief Operating Officer, this workstream was responsible for
delivering savings and ensuring expenditure remained within the revised financial
plan. This included £18.2 million of savings related to delegated NHS budgets within
the Integration Joint Board (IJB). Progress was monitored and reported to the
Financial Recovery Board (FRB) on a fortnightly basis.

Workstream 2 — Forward Planning

Chaired by the NHS Director of Strategic Planning and Transformation, this
workstream focused on developing a credible and sustainable financial plan for future
years. This workstream has now ended, however the focus on forward planning
continues at pace with the input of Ernst and Young supporting financial sustainability.

No Scottish Government funding support was anticipated or received for projected
overspending against services delegated by the local authority. A financial recovery
plan to deliver services within the budgeted limit of £118.2m was implemented with
most cost reduction measures coming into effect from Sep 18!, 2025. This delayed
implementation greatly impacted the ability of the delegated services to return to
budget and significant overspending was forecast throughout the year.

Due to significant financial risks and pressures, and the potential failure to achieve
financial balance within delegated local authority budgets, a senior-level round table
was established between the Council and the Health and Social Care Partnership
(HSCP). In addition, HSCP directorate savings groups were developed and schemes
implemented in line with the agreed delegated social work plan.
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Existing financial pressures that are unable to be addressed on a recurring basis will
carry forward into FY26/27, requiring substantial recurring savings to achieve a
balanced budget across the partnership.

A report on the forecast budget gap for FY 2026/27 for the Local Authority delegated
services was brought forward to the IJB on 23 March. A financial recovery plan
looking to address a budgeted shortfall of £7.02m was approved.

A report on the forecast budget gap for the NHS delegated services for FY 2026/27
was brought forward to the IJB Strategic, Planning and Finance committee on the 2"
Jun 2026, This report highlighted a budget gap of £15.5m with a savings plan of £5.8m
required with the balance of £9.7m being provided by the NHS Board from the Scottish
Government Financial Recovery to DGNHS of £23m.

Draft Year-End Position
Services Delegated to the IJB

The final position of the IJB reports an overspend position of £22.7m prior to any
additional in year support from NHS Board and Dumfries and Galloway Council. This
is an improvement on the opening position which projected a year end deficit at that
stage of £25.4m and recognised in the opening plan that delivery of a breakeven
position for NHS delegated services for 2025/26 was unachievable without additional
financial support. Local Authority Spend controls and a recovery plan were in place to
reduce the opening deficit of £12.5m.

Table 2 summarises the position for the Integrated Joint Board with the further detail
provided for both NHS and Council delegated budgets included later in the report.

Table 2 Overall IJB Year End Position FY2025/26

IJB Year End Position 2025/26 NHS Council Total
£m £m £m

Original Financial Plan Position 254 0 254

Overall deficit position before additional 13.2 95 297

payment

Additional Financial Support Agreed/ TBC (13.2) (9.5) (22.7)

Projected In-Year Position 0.0 0 0.0

In 2025-26, non-repayable Scottish Government Deficit Support Funding was made
available to the NHS of £25m, of which £17m was available to delegated NHS
Services. The delegated NHS position at year end was £13.2m. Deficit Support
Funding will be available over the next three years to support the NHS Board on the
trajectory to return to a breakeven position.

The 1JB will hold £10.74m of fully committed reserves at year end and are shown in
Table 3. Most of these reserves reside within the acute services for the NHS and relate
to the NHS Scotland Operational Improvement Plan (OIP) which is aimed at reforming
healthcare delivery, reduce waiting times and shifting care from acute to community
settings. The reserves are committed against these areas, as per the OIP strategic
framework, and agreed with the Scottish Government. In line with the changes in the
integration scheme, the majority will be returned to the non-delegated services in
FY26/27.




Table 3 — IJB reserves Breakdown

Current Year Balance at Transfers Transfers In Balance
31 March Out at 31
2025 March
2026
2025/26 2025/26
£000 £000 £000 £000
Alcohol and Drug Partnerships 207 0 134 340
Community Living Change Fund 317 0 0 317
Mental Health Recovery and Renewal 898 472 0 426
Primary Care Improvement Fund 0 0 279 279
Health Board Planning* 2,716 0 5,558 8,274
Unscheduled Care Funding 0 0 1,105 1,105
Total Earmarked 4,138 472 7,076 10,741
Contingency 0 0 0 0
General Fund 4,138 472 7,076 10,741

*The OIP reserves are shown as Health Board Planning in Table 3

3.15 A formal request for £9.5m has been submitted to the local authority as per sections
10.10 to 10.10.5 of the integration scheme for measures where a financial recovery
plan was not able to be fully delivered.

NHS Delegated Services
3.16 At the end of the year, the overall position for the NHS delegated budgets has been
summarised and included in table 4 below.
Table 4 — NHS Delegated Services — Year End 2025/26

YTD Budget YTD Actuals YTD Variance
NHS IJB at Year End £000 £000 £000
Acute Directorate 174,314 180,592 (6,278)
Facilities & Clinical Support 29,577 29,193 384
Mental Health Directorate 36,220 35,695 525
Community Health + Social 85,999 84 635 1,364
Care
Primary Care Services 62,878 62,525 353
Women's & Children’s 46,617 47,914 (1,207)
Directorate
Strategic Services 27,635 27,629 6
Directorates 463,240 468,184 (4,944)
Repurrmg deficits less -9,090 0 (9,090)
adjustment
Centrally Held being released 808 808

454,958 468,184 (13,226)
Brokerage 13,226 0 13,226
Total 468,184 468,184 0
3.17 NHS delegated services reported a year-end overspend of £13.2m against a total

expenditure of £468.2m, an improvement on the initial £17m forecast. This position
reflects a combination of unachieved savings, workforce-related pressures, medicines
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expenditure, and the cost of external contracts for the provision of healthcare. These
were partly offset by favourable assumptions on drug pricing and the use of corporate
contingency funding.

Savings delivery reached £15.4m against a target of £18.3m, with the full recurring
savings requirement achieved but a shortfall in non-recurring measures, this is
illustrated in Figure 1 below. A recurring deficit of £9m will be carried forward into
2026/27, highlighting ongoing structural financial challenges.

Figure 1 Delegated NHS Services Savings Target and achieved status

20.0 Full Year Plan £18.3m

]

4.4

11.0

£18.3m Original Target

Delivered Recurring Delivered Non Recurring

m Unidentified Balance

Operationally, overspends were concentrated in Acute and Family & Support Services,
driven by medical and nursing staffing pressures, prescribing costs, and high agency
usage.

Medicines remain a significant cost driver across both primary and secondary care,
contributing £8.1m to the overspend. While several directorates, including Community
Health, Mental Health, and Primary Care, delivered modest underspends supported
by vacancies and savings overperformance, these positions are largely dependent on
non-recurring factors and may not be sustainable.

Key risks going forward include workforce capacity gaps, ongoing prescribing
pressures, and the need to deliver sustainable recurring savings to address the
underlying financial deficit.

Local Authority Delegated Services.

Within Social Work Services the approved budget was a balanced budget with
measures expected to be delivered to balance the initial £12.5m overspend forecast.
This position contained potential further risks linked to price inflation and increasing
need linked to demographics, it also contained expectations of the need to reduce
care levels to address the increasing budget gap.

At the end of Q3, the budget gap had reduced to £10.5m with further expected
reductions to materialise in the last quarter of the financial year bringing the forecast
overspend at year end position to £8.6m. There was a slowdown in savings delivered
in the last quarter compared to the forecast along with additional pressures emerging
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resulting in a year end overspend position of £9.5m. The split per service area can be

seen in Table 5 below:

Table 5 Delegated SW budgets

Revised 25/26 | Outturn Position | Outturn Variance
Budget £000 £000 £000

Community Health & Social Care
Adult Services (Regional) Total 21,607 20,759 848
Adult Support & Protection Total 1,292 1,234 58
Management & Governance Total 1,445 1,197 248
Physical Disability Support Total 8,562 11,205 -2,643
Older People Total 44,536 45,348 -812
Community Health & Social Care
Total 77,442 79,743 -2,301
In House Complex Care & Support
Total 7,038 6,449 589
Learning Disability Support Total 30,494 36,060 -5,566
Mental Health Support Total 2,556 4,775 -2,219
Mental Health Directorate Total 40,088 47,284 7,196
Less: Use of Social Care Fund 10,510 10,510 0

The Adult Services outturn for FY 2025/26 reports a £9.5m overspend, a deterioration
from the £8.6m forecast at Q3, despite in-year mitigation efforts. This reflects a system
under significant pressure from demand-led expenditure, particularly in Learning
Disability (£5.6m overspend), Physical Disability (£2.7m), and Mental Health (£2.2m).
These pressures are driven by increasing volumes and complexity of care, including
high-cost residential placements, care at home packages, and direct payments. While
Older People services are closer to balance overall (+£0.8m).

Although management actions—such as recycling care packages, contract controls,
and vacancy management—reduced the projected deficit from an opening £12.5m to
a forecast £8.6m at Q3, these measures proved insufficient to offset underlying cost
and demand growth. The final quarter saw a deterioration from the Q3 forecast
position due to a slowdown in recycling activity, non-delivery of some planned savings,
and increased provision for bad debt.

Whilst the last quarter did not deliver the expected reductions forecast at Q3, the year-
end overspend position of a £9.5m overspend is a significant reduction on the
budgeted deficit of £12.5m at the start of year. This deficit contained risks and there
was a financial risk that this deficit could increase, the service contained that risk and
reduced the deficit. The service is forecast to have a budget gap in FY26/27 of £7m
and a financial recovery plan is in place.

Savings delivery in FY 2025/26 was primarily achieved through recycling of care
packages, yielding both part-year and full-year reductions. However, performance
weakened in the final quarter, particularly in areas such as Learning Disability and
Physical Disability services, where high levels of new demand limited recycling
opportunities. Some support was provided by targeted interventions, such as the care
review team, but overall savings fell short of fully offsetting demand pressures. The
total reduction in weekly hours was 1,899 hrs, totalling £2.5m. The impact of savings
on the care at home market is shown in Table 6 below




Table 6 Delegated SW Care at home reductions

Weekly Care at Home Movements since 1st Sep - 31st
Mar Weeks 31
Decreases Hours If pattern hrs less if
Increases (hrs) movement  Average continued pattern

Care (hrs) (weekly Weekly since Sep per FY Cost for12 continue

Group equivalent) Equivalent 1st week £k months £k  d (hrs)

Older

People 2,510 4,386 (1,876) (61) | (2,519) (4,236) (3,155)

Physical

Disability | 687 723 (36) (1) (48) (81) (61)

Learning

Disability | 1,929 1,628 301 10 404 680 506

Mental

Health 200 488 (288) (9) (386) (649) (484)

Totals 5,326 7,225 (1,899) (2,549) (4,287) (3,193)

3.28  Beyond recycling, a range of operational and contractual savings were delivered. Key
examples include £500k of cost avoidance within Care and Support Services (CASS)
(resulting in a £134k underspend through staffing controls), £270k from contracts and
additional income from Care call charging (£90k). Further savings were achieved
through service reviews and cost controls, such as responders (£70k) and aids and
adaptations (returning a £75k underspend). However, some planned savings were not
realised—notably technology-enabled care—and delays in supported housing
developments limited anticipated benefits.

Overall Summary

3.29  The overall overspend for NHS delegated services was a £13.2m overspend position
with the Local Authority delegated services £9.5m over resulting in a total overspend
of £22.7m.

3.30 The IJB hold £10.7m of allocated reserves as at year end.

FY26/27

3.31  The Strategic, Planning and Finance Committee on the 2"4°f June 2026 approved the
delegated NHS budget of £198.69m which included a savings requirement of £5.8m
leaving a deficit of £9.7m which will be funded by Scottish Government Financial deficit
support provided to the NHS Board.

3.32  The budget of £198.69m compared to FY25/26’s budget of £455m is in line with the
amended integration scheme which removed Acute services, Women’s and Children’s
services and Facilities and Clinical services from the delegations to the integration
Joint Board.

3.33 This is a challenging position which contains significant risks linked to emerging
pressures, such as price inflation linked to wages and costs of energy and travel
alongside unidentified savings measures.

3.34  The IJB on the 23 °f March 2026 approved the delegated Local Authority budget of

£124.25m which included a financial recovery plan of £7.02m. The financial recovery
plan contains significant risks relating to non-delivery of savings and the need to move
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to financially sustainable care models. To aid this transition, the local authority made
an allowance of £2.8 Million within its budget from financial year 2026/27 to allow for
consideration of support for the 1JB’s Adult Social Care Savings Plan and to support
the IJB to return the delegated Social Work budget back to a financially sustainable
level.

At that meeting of 23" March 2026, |JB members agreed that the financial recovery
plan agreed at that same meeting would form the basis of a submission to the Council
seeking release of the £2.8 Million.

At Full Council on the 26 °f June, local authority council members will consider the
arrangements for the application of this funding. The suggested terms set out in the
relevant Council report are as follows:

e To fund required investment in the resourcing of the delivery of the
agreed Savings Plan.

As part of the Savings Plan agreed by the IJB, a need for investment in 4
additional posts at an estimated cost of £250k was identified as being required
to both continue the cost containment and savings measures already being
progressed and to support the associated systems and modelling work
required.

e To support investment in the shift to preventative measures to progress
the system-wide changes required to support the shift towards financial
sustainability

The issues of rising demand, workforce challenges and increasing financial
pressure mean that achieving financial sustainability requires a system-wide
shift toward prevention, better resource allocation, and improved financial
governance. A strengthened strategic partnership with the third sector and the
expansion of reablement and digitally enabled care are key elements of
progressing this shift towards a more financially sustainable approach and
supporting this shift will require investment.

o Where necessary, to address the impact of in-year delays or shortfalls in
the delivery of measures reflected in the agreed Savings Plan;

The measures reflected in the agreed savings plan are challenging, particularly
as these seek to achieve savings and efficiencies beyond those already
achieved in 2025/26. While it is essential that there is full commitment and focus
on the delivery of these agreed savings in full, it is recognised that, like other
public bodies including the Council, the IJB may encounter difficulties and
potential delays in the delivery of agreed savings. Where necessary, the
Council funding may therefore be required, on a temporary basis, to offset the
impact of resultant shortfalls.

And

e In a manner that seeks to ensure that the 2026/27 delegated budget is not
exceeded and that the current direction of improved financial stability and
sustainability is continued.

It is essential that the use of this additional Council funding is aligned to
minimising the risk of further IJB overspending. This would minimise the risk to




the Council of facing an additional year-end requirement to identify unbudgeted
monies to address overspending and would also support the IJB’s ongoing shift
towards financial sustainability.

3.37  To support this process, it has been agreed with the IJB Chief Officer and Chief
Financial Officer that proposals to utilise this additional Council funding will be
discussed with the Council’s Chief Financial Officer before being progressed. The use
of this funding will also be reported to both the Social Work Services Committee and
to the Enabling & Customer Services Committee of the Council as part of the quarterly
budget monitoring process.

3.38  Council Members will also be asked at that meeting to agree to add the £2.8 Million
additional funding to the 2026/27 budget delegated by the Council to the 1JB subject
to the IUB agreeing to these arrangements at its meeting of 23 June 2026.

4 Conclusions

4.1 The IJB is asked to note the overspend position for FY 25/26, the progress towards
delivery of savings and the level of fully committed reserves that will be held at year-
end.

4.2 Additional partner contributions are required to balance the budget position.

4.3 In addition to this there will be a material budget deficit carried forward in FY26/27 for
both delegated budgets.

4.4 The arrangements that the 1JB will be required to adhere to utilise the Local Authority
approved £2.8m SW Financial recovery change fund.

5 Resource Implications

5.1 Funding implications are considered as part of the overall Financial Plan and budget
setting for the IJB. The IJB has been allocated £13.2m of Scottish Government Deficit
support funding from the NHS Board. The IJB has requested, via the Chief Officer, to
the local authority for £9.5m of one-off additional funds to offset the overspend in
FY25/26.

6 Impact on Integration Joint Board Outcomes, Priorities and Policy

6.1 The Financial Plan has a key role in supporting the delivery of the Strategic Plan.

7 Legal and Risk Implications

7.1 The IJB’s corporate risk in relation to resourcing was reviewed through the Audit, Risk
and Governance Committee and was escalated to very high, given because of the
forecast deficit.

7.2 In addition to the service risks, there is a potential impact around our recruitment
strategy related to the cost-of-living crisis and our ability to maintain service levels as
a result across Health and Social Care.

8 Consultation

8.1 This has taken place with:

e Gareth Marr — Chief Officer, 1JB




¢ Keith Dickinson, Director of Finance NHS Dumfries and Galloway
e Jane Redfern, Interim Deputy Director of Finance NHS Dumfries and Galloway
e Paul Garrett, Chief Finance Officer Dumfries and Galloway Council
e Glenn Moonie, Finance Officer, Dumfries and Galloway Council.
9 Equality and Human Rights Impact Assessment
9.1 As this report does not propose a change in policy/strategy/plan/project, it is not

necessary to complete an impact assessment. Individual savings schemes and difficult
decisions will be impact assessed.

10 Consumer Duty

10.1 The proposals within this financial monitoring paper do not constitute a ‘strategic
decision’ as defined by the Consumer Scotland Act 2020 and therefore, no specific
consumer duty impact assessment is required.

11 Glossary

CASS | Care and Support Services
FRB Financial Recovery Board

IJB Integration Joint Board

OIP Operational Improvement Plan




