
PURPOSE OF REPORT To recommend the Comhairle’s financial strategy for 2021-23. 

COMPETENCE 

1.1 This Report is entirely concerned with financial matters. There are no legal, equalities or other 
constraints to the recommendations being implemented.   

SUMMARY

2.1 So far during its term in office the Comhairle’s financial strategy has been to use a combination 
of efficiency savings, transformational change and the planned use of balances to deliver a 
balanced budget. This Report sets out an updated approach in the context of future funding 
estimates and the COVID-19 pandemic. 

2.2 The draft accounts, which will be presented to the Audit and Scrutiny Committee on 
23 June 2020, show that, as at 31 March 2020, the Comhairle held £3.2m of balances to 
support future budgets. 

2.3 The Comhairle’s 2020/21 budget, set before the COVID-19 outbreak, included planned service 
redesign savings of £2.6m and the use of £0.9m of balances. As reported in May 2020 not all 
of these savings will be achieved in and the latest estimates suggest a £1.0m shortfall. 

2.4 Appendix A sets out the projected financial impact of COVID-19 on the Comhairle (including 
this savings shortfall). It shows that whilst the net cost to the Comhairle for the first quarter of 
2020/21 can be covered by Scottish Government funding. However, the impact for the 
remainder of the year will depend on how and when restrictions are eased and the extent to 
which services, especially those that generate income, are restored. Of the basis of a 
continuation of the current costs in Quarter 2, a 20% reduction in these in Quarter 3 and a 
further 30% reduction in Quarter 4 this would amount to £2.4m. 

2.5 These projections excluded ring fenced funding of £94k for the Scottish Welfare Fund and 
assumes that implementation of the Education recovery plans can be achieved within existing 
resources, including flexibility of £0.2m within Early Years. 

2.6 Funding of the projected £2.4m costs of COVID-19 from balances will reduce balances to 
£0.8m. New off island placements within Children’s Services may cost the Comhairle an extra 
£0.3m in year leaving just £0.5m of resilience in an environment of severe uncertainty. 

2.7 The pandemic has also had an impact on the Comhairle’s Capital Programme which is 
addressed in the concurrent Report. 

2.8 The 20.4% reduction in the UK economy in April 2020 and the 4.6% unemployment rate in 
Scotland highlight the impact of the pandemic on the economy. It is also generally considered 
that unemployment will increase when the furlough schemes end. It is difficult therefore to 
envisage that funding for local government will increase over the next two years. 

2.9 Consequently, it is recommended that the Comhairle plan on the basis that funding for Scottish 
councils will be flat for the next two years with a consequent 0.75% reduction for the Comhairle 
due to the application of the floor mechanism.  

2.10 Projections are set out in Appendix B with best estimates of savings needed being of £4.4m in 
2021/22 and £2.2m in 2022/23. However, Members should note the range of outcomes which 
include the possibility of having to restore balances if further costs accrue, especially if a 
second wave of the pandemic occurs in Scotland. 
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2.11 The base case in Appendix B assumes: a 0.75% reduction in Scottish Government funding, a 
3% rise in Council Tax, general inflation of 2% and pay inflation of 2.5%. 

2.12 These projections will be kept under review and updated to reflect changes in UK and Scottish 
Government policy, economic changes and the potential impact of Brexit. 

2.13 A detailed forecast of the impact of the pandemic on the Integration Joint Board for 2020/21 is 
not yet available and this remains an area of significant concern for the Comhairle. The 
planning assumption for the IJB continues to be a flat allocation but the combination of COVID-
19 and the departure of the Chief Officer mean this is now a higher risk for the Comhairle. 

2.14 The Chief Executive has implemented new structures to deliver the Comhairle’s response to 
the pandemic under which business planning and service redesign will be delivered through 
the Corporate Planning Team and overseen by the Corporate Recovery Team. 

2.15 It is therefore proposed that the budget strategy be based on: 

a) tightening of financial controls as already agreed but not implemented due to COVID-19; 

b) delivering the £1.6m of service redesign savings planned for 2020/21; and 

c) the early preparation of service business plans for all services that will reduce spend, 
ideally through redesign but, if necessary, by reduction of 10% over the next two years. 

2.16 It is imperative that this work commences with urgency and includes appropriate risk and 
impact assessments and employee consultation. The Corporate Recovery Team has agreed 
that Directors, working with Heads of Service, will draft business plans by 3 July 2020 for 
presentation to a Member Seminar and subsequent Special Meeting of the Comhairle in 
August 2020. 

RECOMMENDATIONS 

3.1 It is recommended that the Comhairle: 

(a) note the financial impact of the COVID-19 pandemic; 

(b) note the forward budget assumptions and projections for the Comhairle; and 

(c) agree to adopt the approach set out in sections 2.13 and 2.14 of the Report as the 
basis for its Budget Strategy for the next two years. 

 
 
Contact Officer: Robert Emmott, Director for Assets, Finance & Resources ext 211385  

Appendices: A. COVID-19 Estimated Financial Impact 2020/21 
 B. Projected Savings 2020-30 



APPENDIX A

COVID-19 Financial Impact 2020/21

Quarter 1

£

Quarter 2

£

Quarter 3

£

Quarter 4

£
Totals

Children's Services (non delegated) and ELC 13,779 13,779 11,023 6,890 45,471

Housing and Support to Vulnerable Communities 103,114 47,361 37,889 23,681 212,044

Workforce Costs (excl IJB workforce) 135,435 21,996 17,597 10,998 186,026

Food Fund 91,247 91,247

Non-Workforce Costs 2,218 0 0 0 2,218

Local Business Support Scheme 500,000 0 0 0 500,000

Closures 504,507 491,334 393,067 245,667 1,634,575

Fees and Charges 314,648 314,115 251,292 157,058 1,037,113

Savings not achieved 245,750 245,750 245,750 245,750 983,000

Less Reduced Costs (176,237) (171,987) (137,590) (85,994) (571,807)

Total costs 1,734,461 962,348 819,028 604,049 4,119,886

Scottish Government Funding

- Community Support - Hardship (383,000) (383,000)

- Community Support - Food (147,000) (147,000)

- Share of £155m consequentials (1,189,000) (1,189,000)

Projected net costs 15,461 962,348 819,028 604,049 2,400,886



APPENDIX B
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