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RECOMMENDATIONS

(a) that the transfer of ownership of New Dimensions assets
from the Department for Communities and Local
Government (CLG) to the Authority be approved;

(b) That the Authority notes that, while the assets will be
transferred, it reserves the right — subject to discussion
with CLG —to review its ongoing ownership of the assets in
the event that the associated central government funding
should either cease or be reduced.

EXECUTIVE SUMMARY

A briefing paper (copy attached as Annex A to this report) was
presented for information to the last Members Forum on the issues
pertaining to the transfer of New Dimensions assets from the
Department for Communities and Local Government to this Authority.
At present all funding connected with the New Dimensions initiative is
met in full from central government via specific Section 31 grant. While
a number of fire and rescue authorities in the country have already
agreed to the transfer of assets, others — including this Authority - have
expressed concern and have been seeking re-assurances from CLG
that central government funding for the provision will continue in full and
can be easily recognised (i.e. transparent) even should, as intended by
CLG, the funding become part of the overall Revenue Support Grant
(RSG) rather than specific grant with effect from the 2011/12 financial
year.

At the last Forum Members were informed that officers were continuing
to pursue this and seek further clarification from CLG. CLG has
subsequently confirmed that its position is to indicate that it will continue
financial support through Section 31 grant for the foreseeable future, but
could not commit a future government to this stance at this time.




CLG has also reaffirmed that, if circumstances for this Authority change
in the future, then - subject to proper discussion - it would seek to
reallocate our resources should there be a need. It is unlikely at this
stage that any further reassurances will be forthcoming from CLG.

It also remains the case that, whilst these assets are primarily intended
for national emergencies, DSFRS has and continues to benefit
financially and operationally from the allocation of resources, training
and availability locally

With this in mind, it is the view of officers that this transfer be supported
and to recognise that an opportunity exists for the Authority to properly
review this position in 2011 when the formula for RSG is reviewed.

RESOURCE
IMPLICATIONS

Nil. At present, New Dimensions is entirely funded from central
government.

EQUALITY IMPACT
ASSESSMENT

There are no Equality Impact Assessment issues associated with this
report.

ANNEX

A. Briefing Note submitted to Members Forum meeting on 19
February 2010
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Executive Summary

The long-term strategic aim for the governments New Dimension project has been to
enhance the ability of each FRS to respond to catastrophic incidents as part of the Critical
National Infrastructure. It has also been the aim to provide appropriate arrangements for the
maintenance and replacement of these assets, assurance, funding and their full integration
into respective fire and rescue authorities (FRASs) as part of the transfer of assets.

The Chief Fire Officers’ Association (CFOA) National Resilience Board represents each FRS
regarding the proposed contractual arrangements and subsequent discussions. Whilst most
of the aspirations sought by the Department for Communities and Local Government (CLG)
have been achieved over the life of this project the “Transfer of Assets Agreement” has
raised concerns with regard to future associated costs and funding.

The Service has sought legal advice throughout both periods of consultation, whilst CFOA
has also raised similar concerns with CLG, the response to which is attached. Whilst
assurance is provided where possible, inevitably the decision to sign up continues to be a
matter for each FRA.

Whilst CLG remain committed to the principle of New Burdens, they cannot commit any
future parliament and the uncertainty has been exacerbated by the pending national
elections. Itis also important to note that the transfer of funding for the New Dimensions
initiative into Revenue Support Grant (RSG) will be effective from 2011/2012, the very same
year that there will not only be reductions in total RSG funding but also a fundamental review
of the Fire Formula Grant.

When considering the impact of ‘floors’ and ‘damping’ to this it will mean that the 2011/2012
distribution of grant will already be extremely turbulent, and the transfer of New Dimensions
funding into RSG may only increase that turbulence. This in effect may mean that the
transfer of New Dimensions funding may well get ‘lost’ in this and make it difficult to calculate
how much funding has been received.

However, these are national assets that are integral to the country’s Critical National
Infrastructure and have been developed with appropriate governance and assurance
arrangements over the last few years. The government has always supported throughout.

The Devon & Somerset Fire & Rescue Service (DSFRS) also continues to benefit from the
use of funded assets, trained staff, and the availability of specialist equipment, training
facilities and access to regional officers who are located within the Service. Whilst these
assets remain primarily for use at national incidents, their integration within specific DSFRS
mobilising arrangements for local incidents has the benefit of reducing associated Retained
Duty System (RDS) costs, enhancing our capability and reputation, which would be affected
if these assets are lost to the Authority by not wishing to approve contract signature.
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Introduction

Members will be aware of the arrangements put in place to deliver assurance of

fire & rescue resilience arrangements to both Government and individual

FRAs charged with delivering capabilities. The New Dimension project involves
collaboration between the Department for Communities and Local Government (CLG) and
the fire community in providing a national capability able to respond to national catastrophic
Chemical, Bacteriological, Radiological and Nuclear (CBRN) terrorist events. This role has
also been extended to include extreme natural disasters. The strategic resources and
equipment now provide a fully co-ordinated, coherent and unified national response to the
widest possible range of potential emergency incidents.

Members may recall the four workstreams by which transition to “steady
state” was delivered;

» Assurance

* Funding

* Procurement

» Ownership (Transfer Arrangements)

This report provides Members with a brief update on delivery of three of the workstreams
with a brief update of ongoing activity within each and the current issues around the transfer

of ownership of the New Dimensions assets, the only outstanding element of Government’s
desired final position. Appendix 1 outlines the general principles of the national framework.

Background

CLG has now delivered on three of the four workstreams:

i) The announcement of funding over the full Comprehensive Spending Review (CSR)
period is July 2008 (£80m)
1)) The commencement of the long term maintenance contract with VTCS covering all

the assets in October 2008 (E100m); and

iii) The establishment of the CFOA led assurance body managed through the FRS
National Resilience Board, under the terms of a Memorandum of Understanding
signed in March 2009, providing governance for the New Dimensions Capabilities.

In March 2009 CLG published a further Fire & Rescue Service Circular 16/2009, seeking
further views on a revised Transfer of Ownership Agreement. Through this second round of
consultation, CLG are looking for ‘in principle’ agreement, subject of course, to any minor
clarifications/amendments on the transfer agreement that FRAs may have.

CFOA and the LGA remain committed to the principle of transfer and continue to
support each FRA in obtaining sufficient information to enable them to
understand the implications of this transfer.
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New Dimensions Assets within DSFRS

In summary DSFRS has the largest compliment of New Dimension assets outside of
London, designed to respond to mass decontamination, major flooding and Urban Search &
Rescue (USAR). The decision to be part of the Country’s National Resilience was taken
some years ago and as a consequence we have developed in-house capabilities that
support this. The Service now benefits from an extremely robust assurance process, cost
free central training, and cost free maintenance of all vehicles along with asset refresh. In
addition we benefit from the co-location of two regional staff that, whilst they work directly
through the National Resilience Board, benefits DSFRS through their knowledge, skills and
support. These assets are funded through section 31 grants.

Key Issues

The contract for long-term capability management is between Firebuy, VT Critical Services
Limited and respective FRS. Legal advice has over the last few years been taken at various
stages in response to the draft agreement, for the transfer of assets.

The questions raised by DSFRS are the same as those reflected in correspondence
between CLG and CFOA (see Appendix 2). CLG has confirmed that it is the intention of
government to honour the New Burdens arrangements that currently exist for funding these
assets. CLG does, however, recognise that it is unable to commit future parliaments. Whilst
the contractual obligation rests with the FRS, CLG have made it clear that they will not place
a statutory duty on any FRA in this respect and where circumstances dictate will, after
discussion with key stakeholders, relocate equipment if necessary.

It is also important to note that the transfer of funding for the New Dimensions initiative into
RSG will be effective from 2011/2012, the very same year that there will not only be severe
reductions in total RSG funding but also a fundamental review of the Fire Formula Grant.
When you add the impact of floors’ and ‘damping’ to this it will mean that the 2011/2012
distribution of grant will already be extremely turbulent, and the transfer of New Dimensions
funding into RSG will only increase that turbulence. This will mean that the transfer of New
Dimensions funding may well get ‘lost’ in this and make it difficult to calculate how much
funding has been received.

CLG is seeking the transfer to take place on the 31 March 2010.

A decision whether or not to enter into the agreement should also take into account:-
i) That the substantial initial capital costs of all assets, has been met by CLG.

1)) CLG also currently provides grant funding for the staffing of the assets and have
indicated that this will continue.

iii) The Service benefits by using these assets for normal FRA purposes. For example
during major flooding, costs associated to RDS are reduced by the reduced number
of pumping appliances required through the use of the High Volume Pump, (New
Dimension asset).

iv) The prospect that, if a FRA refuses to enter into the arrangements, CLG could
relocate them to another FRA which is willing to enter into the agreement with the
consequent loss of staffing grants would be substantial.

V) The impact upon current arrangements by withdrawing from this arrangement would
be substantial.

Vi) The potential for grant funding to be re-adjusted to reflect local usage.
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Funding

The funding for our assets is currently provided annually through Section 31 grant, for
2008/09 this was £953,149. These grants will continue for the remainder of this CSR period.
It is intended that future funding may be on a different, more flexible basis in line with
governments and the Local Government Association’s (LGAs) general policy.

There has also been a question regarding any move to Revenue Support Grant (RSG, block
grant), relating to distribution, the situation of ‘floor authorities’, and transparency as
mentioned above. Whilst CLG has acknowledged our concerns any transfer into RSG would
be looked at together with the FRAs themselves, through the normal Formula Review
process, and with examples of what a transfer would mean to each individual FRA. When
options for the future funding mechanism are being considered, FRAs will be consulted.
CLG have provided assurance that the future funding from CLG will hold true for as long as
their planning horizons permit, in particular the next Comprehensive Spending Assessment
round.

The Memorandum of Understanding (MoU) between CLG and the National Resilience Board
(NRB) regarding the assurance function the NRB provides, covers this Spending Review
period, but is renewable provided both parties agree, subject to consultation with
stakeholders (each FRS).

Conclusion

CLG has made it clear that they can go no further with the debate over the detail of the
transfer agreement and, in effect each FRS is at a point of having to make a decision on the
basis of what we currently understand. DSFRA is being asked the same question as was
asked few years ago and is now at the point where a decision needs to be made. The
guestion is whether the Authority wishes to be an integral part of the resilience arrangements
across the United Kingdom with the best assurances that CLG can provide regarding future
funding.

Provided there is no detriment, there is a clear benefit for the Service in the Authority
supporting the sector led approach to managing and maintaining New Dimension assets in
support of national resilience. This provides a unique opportunity to fully integrate this
capability into our own arrangements.

As previously highlighted and detailed within Appendix 1, the Government is fully committed
to the New Burdens principle, but recognises that there will always be a discussion between
central and local government about the appropriate levels of funding. Through submissions
to the spending reviews, local government has a clear route to raise its concerns about
funding levels at the time when Government draws up its spending plans. Therefore in
coming to a view regarding New Dimensions, the LGA would look to the National Resilience
Board, (who act on behalf of each FRS), for advice both on levels of funding generally and
any future need for additional or replacement resilience capability.

Given the debate to date, the general officer consensus to support this approach, and
correspondence received from CLG, the potential for CLG to release the assets to another
FRS should there be a need, there is a risk should the Authority not sign up to the
Agreement. Members are invited to consider the issues raised in this report and to express
a view accordingly.



APPENDIX 1

NATIONAL FRAMEWORK GENERAL PRINCIPLES

Assurance

The governance framework is monitored by the National Resilience Board chaired by CFOA. The
Board currently oversees all activity within the capabilities and provides:

e A central secretariat (based at Fire Service Colleage, Moreton-in-Marsh),
e A National Team (comprising 21 officers covering all of the 9 regions),

e An ongoing training and exercise regime including central provision of all core training [and
coordination of major exercises]

e Oversight of the maintenance and overhaul contract for all assets

¢ A minor technical asset refresh programme.

The Boards activity is funded through an annual grant from CLG comprising of three components to
deliver training, asset refresh and the national team. Financial management is provided through the
offices of CFOA (NR) Ltd.

The assurance process provides an annual report to Government detailing the state of readiness of
each of the capabilities. The first such report is now being prepared and will be shared with this
committee subject to CLG approval.

In addition, the Board provides reports to FRSs on the state of their capabilities based on a
programme of assurance visits to individual Services. The past year has seen a focus upon Mass
Decontamination arrangements and has delivered assurance into each of the 9 regions on this
subject. 2010/11 will see the focus shift to Urban Search and Rescue capabilities. This programme
has been extremely well received by CFO’s.

As part of its review of in-service management, CLG’s Fire & Rescue and Resilience Programme
Board recently considered a “Transition Structure for Fire and Resilience Programme Assurance —
FiReCONTROL and Firelink”. In its deliberations, the programme board have acknowledged the
pragmatic and joined-up solutions delivered by the National Resilience Board. As a result, CLG
has requested that the National Resilience Board attend the newly formed

“Transition Project Oversight Board” in an advisory capacity.

This request is considered as testament to the results delivered through the governance, project
management and assurance processes engaged but most specifically it is hoped that influence will
be exercised around stakeholder engagement and inclusive

communication.

Funding

Funding of the Assurance process has been agreed and is currently being delivered for the duration
of the existing CSR. The MoU between CNR and CLG outlines “fall-away” arrangements for the
Board in the unlikely event of funds not being sufficient to provide assurance to all parties.

Section 31 & 32 funding to FRA'’s continues on the level agreed through a series of Fire & Rescue
Service Circulars over recent years. The level of funding is currently being maintained as per
historical agreements for a range of elements including USAR crewing, consumables, local training
for retained crews for Mass Decontamination and Enhanced Command Support.



Central funding for the Maintenance and Overhaul contract continues although a small element of
local charging is proposed to cover “at fault” damage caused to equipment when being used for
FRS’s own purposes.

Authorities continue to be sensitive to future financial provision making repeated reference to the
funding mechanism during recent consultations.

Transfer of Ownership

Fire & Rescue Service Circular 53/2009 announced CLG’s request for FRA’s to accept a transfer of
function which would see ownership of all vehicles and equipment shifting to those authorities
hosting them. This request has followed two extensive consultation programmes with services.

The Board has remained committed to the principle of transfer and continues to support FRA’s in
obtaining sufficient information to enable them to ensure the provision of suitable information to
enable them to analyse any impacts upon their own authority.

At the time of this report it is not possible to report the level of take-up as discussions between CLG
and individual authorities expressing concerns continue. A verbal update will be made.



APPENDIX 2

CLG RESPONSE TO CFOA

ANNEX A — Detailed responses to the points raised in John Bonney’s letter dated 17
November 2009 on the transfer of ownership of New Dimension assets

1

Control FRAs have over the level of costs apportioned to them under the maintenance
contract and how FRASs are protected against the risks

The costs which fall on FRAs are:

. USAR costs including crewing, some consumables, PPE and dogs for which FRAs
are grant-funded,

° Training costs, some of which are grant funded to FRAs, and some (where it makes
sense to have a single purchaser) given to the Assurance Body;

. Fixed costs of the maintenance contract — CLG has committed to fund these fixed
costs under the contract — currently directly to the contractor, but after transfer of
assets to be paid directly by FRAs and grant funded;

° Consumables costs (except certain items funded for USAR above) — paid directly by
CLG to the contractor, in the future planned to be paid directly by FRAs and grant-
funded. These costs are within FRAs’ control.

° Unfair wear and tear (avoidable costs) — to be borne by FRAs at their own cost under
the recharging policy which was issued on 30 November. To put in context, these
costs, which also are within FRASs’ control, amounted to £118k in the first 12 months
of the contract (i.e. that is the amount all English FRAs together would have had to
pay if a recharging policy had been in place for that first year). These costs may go
up or down in the future — see Section 5 of the recharging circular (FSC 72/2009) —
but give an indicator of the likely order of costs.

From the above list, the main cost risks an FRA would be exposed to are consumables and
unfair wear and tear — which they themselves are in a position to control.

Rights to terminate the national maintenance contract, and holding the contractor to
account

The point of the national maintenance contract is to ensure continued interoperability,
resilience, convenience and economies of scale. By its nature the contract is collective, and
Firebuy is the contracting authority with VT Group (the contractor) and therefore the terms of
the Prime Contract can only be enforced directly by Firebuy or VT. The contract is closely
managed by Firebuy and the National Resilience Board on the FRSs’ behalf, and the NRB
hosts quarterly meetings with Firebuy and the contractor to address issues raised by FRSs.
In addition Firebuy are required to provide a report to the National Resilience Board on the
contract performance at each of its regular meetings.



In terms of paying bills for unfair wear and tear under the contract, we can offer some
reassurance by the way the process has operated in its first year. The Department has not
sought to approve every single bill for repairs — there are thousands of these in a year.
Under the arrangement we have with Firebuy and the contractor, for costs up to £250, the
contractor goes ahead and does the work. Costs from £250-£1000 are subject to approval
by Firebuy. Costs above £1000 require approval by the CLG policy team. This has worked
well for the Department and given us the level of assurance we require. Firebuy have made
clear they will seek similar arrangements with FRAS post transfer, and will work with
authorities to arrive at a process which gives the required assurance without being overly-
burdensome or delaying every repair unduly to await permissions.

Further, with a year’s worth of monthly statistics on costs, Firebuy is in a position to act as an
‘intelligent client’ and is doing so from a national perspective, to ensure best value for FRSs,
for example it is able to spot the more frequent recurring costs, and consider how these may
be addressed and potentially reduced in future — such as courier costs for parts which may
be more sensibly changed at regular servicing thereby reducing costs. On this basis Firebuy
is working on behalf of the FRS customer to try and reduce costs wherever able. In addition,
it is fair to say that the contractor is consistently achieving its performance standards, and
the feedback from FRSs is positive. There is no reason at this stage to envisage a scenario
that would arise where the contractor defaults on the contract to the extent that termination
would be justified. However, if any specific FRS has any concerns as to performance issues,
then they should of course be fed through to Firebuy and the National Resilience Board, who
will be receptive to such concerns, and will work towards satisfactory resolution of such
issues as they share a common interest in ensuring that the respective performance
requirements are met.

With regard to termination of the arrangements by a specific FRS, where a FRS has taken
ownership of relevant New Dimension assets, and responsibility for associated maintenance
payments, but is experiencing genuine financial problems, or is making structural
arrangements within the service which causes difficulty for the FRS in supporting those
arrangements, then an approach should be made to the National Resilience Board to
explore the prospect of the relevant assets being transferred to another FRS.

Risks change over time and improvements to kit may drive up costs to FRAs

In the first instance it is worth noting that the National Resilience Board is funded by CLG
around £1.5m pa for in-year necessary improvements, and promotes the interests of FRS.
Whilst we cannot commit future Parliaments, we envisage ‘major refreshes’ every 5-6 years
which would look at major changes to the capabilities which may be required by changing
Government requirements (i.e. assessment of top risks changes).

The National Resilience Board has very clear procedure in place to deal with asset refresh
both in turns of minor and major refresh. This is a good example of why we feel it is in the
interest of FRA’s to accept transfer of assets as opposed to other third party options (see
below). To support this process the National Resilience Board report on an annual basis to
CLG on FRS National Resilience, capability gaps and major refresh requirements. Of
course major refreshes are in the context of a spending review so that Government can seek
the money for changes required, including any impact on contracted maintenance costs.

Government is fully committed to the New Burdens rules as it has been for many years — if a
Government policy or action means increasing costs to local authorities, including FRAs,
then central Government funds that increase in costs. Government believes that the general
track record, the record on New Dimensions, and the Assurance Body itself, should provide
reassurance.
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Transfer of function and position on duties on FRS reqgarding flood response.

Transfer of function is a classification given by HM Treasury for accounting purposes. There
is an important practical point for the Department in that if the transfer were not designated a
transfer of function, we would have to account for the assets’ capital value (i.e. the
Department would need to cover the current capital value of the assets owing to the loss of
this value on the Department accounts as a result of this transfer). The transfer of function
mechanism enables CLG to transfer the assets without that accounting treatment and has
no impact on the powers and duties which FRS already has. To be clear, the intention of the
Department is for FRAs to own the assets and have an obligation to use the national
maintenance contract. There is no intention by Government to impose or confer statutory
duties of any sort on the FRAs through this transfer. Any such duties in the future would be
for the appropriate statutory instruments.

What if most FRAs don’t agree to the transfer, and could the assets they host be
taken away?

We do recognise the wish by FRAs for as much certainty as possible, and hence the natural
desire to know in advance what may happen if an FRA does not agree transfer. However,
the premise of the New Dimensions programme since its inception has been that the FRS
would take ownership of the assets they host after they were delivered. This was supported
by LGA and CFOA at the beginning of the project, and the principle was reaffirmed as
recently as last summer by the large majority of FRSs responding to consultation. We
remain strongly of the view that the best outcome is for FRAs to take ownership, putting
ownership with use. To assist this we have ensured, in conjunction with CFOA, that the
necessary support is in place. To this end we have delivered a national maintenance
contract, appropriate funding streams, and a robust National Resilience Board providing both
governance and assurance, all elements which stakeholders agreed would be essential to
secure asset transfer. Given delivery of these, we are consequently looking to complete the
final element of asset transfer itself.

If we were in the unfortunate position that the majority of authorities did not agree transfer,
then we should be clear that there is no option for CLG to retain ownership of a large fleet of
specialist vehicles for the longer term. In such a case, the Department would look to other
options for fleet ownership, but | would emphasise that for the assets to move to a third party
rather than to the fire community would feel like a missed opportunity.

Should the transfer to FRAs not happen, at this stage, it is difficult to indicate whether this
will have any bearing on the placement of the assets. Alternatively, we may be in a situation
where the majority of FRAs do sign up to the transfer but that a few FRAs decline and on
this basis, we may consider whether the assets hosted by the latter FRAs should be
relocated. In either of these scenarios however we would work with the National Resilience
Board and the authority concerned to ensure that the assets are positioned in locations
which preserve the robustness of national resilience. | would note that in the roll-out of the
assets over the last few years, the National Resilience Board, and its predecessor Transition
Board, dealt with a number of difficult positioning issues, which were sorted out
pragmatically, reasonably and satisfactorily. We would expect that future relocation issues
are likely to arise from time to time as part of normal business, and the National Resilience
Board would work with the brigades concerned in a similar way.

| would add at this point, in the interests of clarity, that it would not be open for an FRS to
choose to accept some of the New Dimension assets, (for example those which it more
regularly uses) whilst not accepting transfer of the remainder of the assets which it currently
hosts.
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No guarantees for future USAR crewing grants

As stated above, the Department cannot commit future Parliaments. Nevertheless, the
Government is fully committed to the New Burdens rules. We would point to the
Department’s record thus far on providing new burdens funding for both New Dimensions
and in other areas. For New Dimensions alone this has amounted to nearly £90m over the
last 5 years of which USAR crewing accounts for over 60%.

New burdens funding may be inadequate for full costs

Again as highlighted above, the Government is fully committed to the New Burdens principle,
but recognises that there will always be a discussion between central and local government
about the appropriate levels of funding. Through the LGA and ALG submissions to the
Spending Reviews, local government has a clear route to raise its concerns about funding
levels at the time when Government draws up its spending plans. We would expect that in
coming to its views in the area of New Dimensions, the LGA would look to the sector-led
National Resilience Board for advice both on levels of funding generally and any future need
for additional or replacement resilience capability.

Lack of transparency if special grants moved to RSG or Area Based grants and issues
over FRAs at the floor

Currently funding for New Dimensions is provided to the FRAs through s31 special grants.
This reflects that they relate to capabilities only recently put in place, and so that funding can
follow the rather uneven cost distribution, given that FRAs hold different amounts and types
of ND equipment. However, Government and local authorities have long held the view that
the majority of central funding is best provided as block grant (RSG) rather than many small
grants with the increased administrative effort, uncertainty of timing and hypothecating
effects this involves. For this reason, across the range of Government support to local
authorities, there has been a cycle of new special grants, many or most of which eventually
are transferred into RSG.

Any proposed transfer into RSG, or the relatively new Area Based Grants (ABG) would be
looked at together with the FRAs themselves (for RSG this would be through the normal
Formula Review process), and with exemplifications of what a transfer would mean to each
individual FRA.

In due course, when we consider options for the future funding mechanism, we will have
regard to authorities’ concerns that we are still in a transition phase, that the maintenance
contract has been going for only a short while, and their wish to build up a pattern of spend
over a period of time.

No clarity on future funding of the Assurance function

The MOU between CLG and the National Resilience Board regarding the assurance function
the NRB provides, covers this Spending Review period, but is renewable so long as both
parties agree, subject to consultation with stakeholders. The response to request for clarity
on future funding for the National Resilience Board is no different to that on FRA funding
more generally namely that, as noted above, we are unable to commit future Parliaments.
However, from a policy point of view, we see the Assurance Body as working well and to the
satisfaction of all, and think this bodes well for the future.

Fire and Resilience Directorate
15 December 2009
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