
 
PURPOSE OF REPORT To seek approval of the Comhairle’s budget for 2013/14, to set the 

Council Tax for 2013/14, to agree the indicative budget for 2014/15 and 
to consider the forward strategy for 2015 onwards. 

COMPETENCE 

1.1 The Comhairle is under a legal duty to set a balanced budget. In doing so the Comhairle must observe 
proper accounting practices and make arrangements which secure best value.  A local authority must 
maintain an appropriate balance among the quality of the performance of its functions; the cost to the 
authority of that performance; and the cost to persons of any service provided by it for them on a 
wholly or partly rechargeable basis. In maintaining that balance a local authority shall have regard to 
efficiency, effectiveness, economy and the need to meet the equal opportunity requirements. 

SUMMARY 

2.1 The current three year settlement for Scottish Local Government covers 2012-15 and the overall 
funding for Scottish Local Government is based on a cash freeze over this period. The Local 
Government Settlement forms part of the Budget (Scotland) Bill which will be considered by the 
Scottish Parliament in February 2013. 

2.2 The Comhairle is required to indicate to the Scottish Government if it does not intend to accept the 
grant offer for 2013/14. For its part the Comhairle must agree to continue the Council Tax Freeze, to 
maintain teacher numbers in line with pupil numbers and to secure places for all probationer teachers 
who require one under the teacher induction scheme, and to contribute to the Change Funds. Since 
the Comhairle is committed to these aims and the alternative would be a further reduction in funding it 
is proposed the Comhairle accept the terms of the 2013/14 settlement. 

2.3 The overall consequence for the Comhairle, after taking account of inflation, unavoidable budget 
changes and the two Change Funds was a projected deficit of £3.10m in 2013/14 and £3.05m in 
2014/15 which meant the Comhairle was faced with finding total savings of £6.155 over this period.  

2.4 In recognition of the challenge this shortfall presented, in the context of the £10m of savings realised 
in the past three budgets, the Comhairle agreed its strategy in June 2012. The initial strategy 
comprised four elements: Human Resources; Asset Management; Joint Working; and Budget 
Choices. In practice Asset Management has formed the basis of a number of the Budget Choices. 

2.5 Alongside these elements the budget process has seen all aspects of the budget reviewed to ensure 
the minimum level of savings are needed to achieve a balanced budget. The level of savings now 
required over the two years is £5.48m as shown in Appendix A. 

2.6 In November 2012 the Comhairle agreed in principle to use £2.0m of uncommitted balances, over the 
current term of the Comhairle, to contribute £0.4m per year to the savings required. This, together with 
the £0.4m of HR proposals detailed in Section 4.7 of this Report, has reduced the shortfall to £4.68m. 

2.7 The Director of Development, in consultation with the Energy MOWG, is developing proposals to bring 
forward energy projects that can be delivered during 2013/14 and realise savings from 2014 onwards. 
Whilst some of these projects may be self financing where appropriate it is suggested these projects 
be the priority for any additional capital the Comhairle receives for projects to be delivered in 2013/14. 

2.8 The Comhairle has also looked at further options to reduce revenue spending through capital 
investment and it is recommended the Comhairle commit £0.1m a year (£0.5m in total) from the 2013-
18 capital programme to housing which will facilitate an equivalent saving in Housing budgets through 
the reallocation of additional Council Tax income from second homes.  

2.9 As part of the budget setting process in 2012/13 an ongoing £420k reduction in the Housing Services 
CPL was achieved.  This was coupled with the use of £560k of revenue under spend from Housing 
Services revenue in 2011/12 being applied equally between each of the years 2012/13 and 2013/14 to 
achieve the total savings required (£700k). To maintain the service at the current level a further £280k 
is therefore required in 2014/15. Given the funding presently set aside for the Mortgage Scheme 
(£585k), Home Loan Scheme reserve (£300k) and the possibility of a reduction in the historical 
commitment from private sector housing grants it is proposed the Comhairle agree in principle to use 
these resources on the same basis subject to a further report once the outturn position for 2012/13 is 
known. A more detailed review will subsequently inform future Comhairle budget strategy. 
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2.10 A concurrent Report on Council Tax on second homes recommends the introduction of an increased 
Council Tax for such properties. Should the Comhairle agree to these proposals this could also reduce 
the budget shortfall. No allowance for any additional income from this has been included in the budget. 

2.11 Comhairle undertook an initial round of consultation in November 2012 details of which can be found 
in Appendix D. Based on the responses received Comhairle Members reviewed the priority of 17 of 
the choices about which most concern had been expressed and these priorities were incorporated in a 
second consultation paper in January 2013. This consultation closes on 1 February 2013 and the 
outcomes of this will be circulated as Appendix E. 

2.12 The effect of all the above changes is a savings requirement from Budget Choices of £4.511m 
(£1.904m in 2013/14 and £2.6m in 2014/15). The Budget Choices for consideration by Members are 
set out in Budget Item (d) of the Agenda. If they were all fully implemented they would realise savings 
of £4.878m (£2.229m in 2013/14 and £2.649m in 2014/15). It is therefore recommended that the 
Comhairle consider, in the light of the consultation responses, which of the budget proposals to 
implement to balance the budget. 

2.13 The Comhairle’s business plans and budgets have been prepared in accordance with the Single 
Outcome Agreement, Corporate Strategy and Budget Strategy and are included on the Agenda at 
Budget Items (b) and (c) respectively. These should be considered together as they set out the 
objectives of the Comhairle and the resources to deliver them in 2013/14. 

2.14 Where relevant recommended fees and charges for 2013/14 are detailed at Budget Item (e). In line 
with the agreed budget assumptions and unless otherwise agreed fees and charges will rise by 2%. 

2.15 It is recommended that, in the light of the current key financial risks, as shown in Appendix C, the level 
of uncommitted balances be retained at £3.0m for 2013/14.   

RECOMMENDATIONS 

3.1 It is recommended that the Comhairle: 

(a) agree to accept the 2013/14 settlement offer from the Scottish Government; 

(b) agree the budget strategy for 2013-15 as set out in Appendix A and Section 4 of the 
Report and specifically: 

(i) to commit £100k per year of the 2013-18 Capital Programme to housing 
projects to free up Additional Council Tax on Second Homes income to be 
used for housing and generate a £100k per year revenue saving; 

(ii) that any additional capital allocation for 2012-14 be prioritised for 
investment in renewable energy proposals; 

(iii) the Human Resources proposals set out in Section 4.7; 

(iv) in principle to the allocation of housing resources as detailed in paragraph 
2.9 of this Report;  

(c) approve the business plans for 2013/14 at Budget Item (b) of the Agenda; 

(d) approve the draft budgets for 2013/14 at Budget Item (c) of the Agenda, as amended 
by the Budget Strategy in 3.1(b); 

(e) consider, in the light of the consultation responses in Appendices D and E, which of 
the Budget Choices at Budget Item (d) of the Agenda to implement and that the draft 
budget for 2013/14 be amended accordingly; 

(f) approve the recommendations for fees and charges for 2013/14 at Budget Item (e) of 
the Agenda; 

(g) agree to freeze the 2013/14 Council Tax at the 2007/08 level of £1,024 for Band D 
properties; 

(h) retain the level of uncommitted balances at £3.0m for 2013/14 and continue the policy 
of setting aside underspends on winter maintenance for future severe winters; and  

(i) agree that that a further Report on financial planning beyond 2013-15 be presented to 
a future meeting of the Policy and Resources Committee. 
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BUDGET STRATEGY 

4.1 The Comhairle approved its current budget strategy in June 2012. With 2013/14 and 2014/15 being 
years two and three of a three year settlement it was agreed to look at the savings required across the 
two years in one exercise. 

4.2 The context for the budget was a flat cash settlement for Scottish Local Government for the three 
years 2012-15. The distribution of this funding means that there are variations between authorities and 
the Comhairle’s falling share of the needs based assessments for distribution means that the floor 
remains a critical element of funding. 

4.3 Inflation (£3.2m) and grant reduction (£2.1m) account for the majority of the savings of £5.5m required 
over the two year period. 

4.4 These projections are based on the current Scottish Budget and there remains some risk that this 
could change in 2014/15.  

4.5 The Comhairle’s agreed strategy was to look at four key areas: 

(i) HR Strategy; 

(ii) Asset Management; 

(iii) Joint Working; and 

(iv) Budget Choices. 

 HR Strategy 

4.6 The most significant opportunities for savings in Human Resources relate to the levels of payment for 
sickness absence which are covered by national terms and conditions. Whilst COSLA is likely to take 
this forward it is unlikely to be implemented quickly and it is not recommended that the Comhairle 
move away from the national position in this regard. However, the Comhairle can seek to reduce the 
numbers of absences within the organisation. 

4.7 Discussions with Trade Unions have also indicated that there is little appetite to negotiate on local 
terms and conditions in advance of management action. The savings proposals are therefore based 
on steps management can take to reduce costs specifically: 

(a) Sickness Management: Sickness absence costs were £2.0m in 2011/12 and are projected to 
be £1.7m in 2012/13. Savings of £100k, agreed as part of the 2012/13 budget, have been 
factored into the 2013/14 budget and it is proposed a further £100k target be set for 2014/15;   

(b) Overtime: A further £125k reduction in overtime, £50k in 2013/14 and £75k in 2014/15;  

(c) Prior Year VERs: savings of £25k will be realised in 2014/15 from decisions already made; 

(d) Special Leave: The proposed changes to the scheme are anticipated to reduce costs by 
around £36k from 2013/14 onwards; and 

(e) Reduced Public Holiday working: An estimated £50k saving in each of 2013/14 and 2014/15 
from reduced working on public holidays. 

4.8 These proposals would generate savings of £150k in 2013/14 and £236k in 2014/15. 

4.9 The Budget Choices include a reduction of around 48 teaching staff and 20 non-teaching posts. It is 
not considered affordable to offer enhanced redundancy. However, applications for Voluntary Early 
Retirement can be considered under the existing policy. 

 Asset Management 

4.10 As can be seen from the Budget Choices Asset Management is an important component of the 
options presented. Fourteen of the choices, amounting to around £0.3m, relate to asset and facility 
management aspects of the Comhairle’s budget. 

 Joint Working 

4.11 Through the Early Years and Older People Change Funds the Comhairle has made a significant 
commitment to Joint Working with the NHS and the benefits of this should start to be realised over the 
two years of this budget. 

4.12 For this reason though the Comhairle recognises the ongoing demographic pressure from older 
people it is not proposed to allocate direct growth to care services during 2013-15. 

 

 



 Budget Choices 

4.13 The Comhairle has again followed a lengthy process in seeking to identify where savings could be 
made through budget choices. 

4.14 Initially each Department identified how savings of 10% of their controllable budget could be realised. 
This was more than required to set a balanced budget but gave Members choices about priorities. 

4.15 Members individually scored these choices, proposing how they would achieve the necessary savings 
and these results formed the basis for an initial consultation in November 2012, the outcomes of which 
can be found in Appendices D1 and D2. 

4.16 In the light of the responses to the consultation Members revisited the priority and level of savings 
associated with the options which had been subject of concern. This enabled a revised list of Budget 
Choices the Comhairle was minded to make to be drawn up for the second round of consultation in 
January 2013. 

4.17 The closing date for submissions to the January consultation is 1 February 2013 and the responses to 
the consultation, as well as the notes of the nine meetings held will be circulated as Appendix E prior 
to the committee series. 

4.18 Recommendation 3.1(e) proposes that in the light of these responses the Comhairle consider which of 
the budget choices to implement. A seminar has been arranged on Monday 4 February 2013 to allow 
Members to discuss this in detail prior to the Committee meetings. 

Budget Assumptions 

4.19 The 2013/14 budget provides for general inflation of 2% with an extra 2.5% for fuel related budgets.  

4.20 The budget also assumes a 1% pay award for all staff groups. Departmental budgets have been 
amended to reflect shifts in the balance of pension costs. 

4.21 The budget for 2013/14 assumes all fees and charges in the control of the Comhairle will generate 2% 
more revenue than in the previous year. Where this is not inline with inflation Heads of Service must 
recommend how this may be best achieved in the services for which they are responsible. Specific 
reports in relation to Piers and Harbours and Care Charges are included at Budget Item (e) of the 
relevant agendas. 

4.22 A major part of the Comhairle’s expenditure is servicing debt used to finance capital projects. In 
2013/14 it has been assumed that new long-term borrowing will be done at 4.0% and short-term 
borrowing at 0.5%.  

4.23 The table below gives an indication of the sensitivity of key budget assumptions to a 1% change. 
  

Category of Cost Assumption 

% 

Increase 

% 

Increased cost 

£000’s 

Council Tax Collection Default 1.90 1.00 101 

Inflation on running costs 2.00 1.00 503 

Pay Inflation teaching staff 1.00 1.00 190 

Pay Inflation (non-teaching staff) 1.00 1.00 434 

Non-domestic Rates Default 1.00 1.00  64 

SCOTTISH GOVERNMENT AGREEMENT 

5.1 In December 2011 the Comhairle agreed in principle to sign up to the terms of the settlement offer 
from the Scottish Government which is based on three key commitments from Local Authorities: 

• A Council Tax Freeze for the period of the settlement; and 

• Maintaining teacher numbers in line with pupil numbers and securing places for all 
probationers who require one under the teacher induction scheme; and 

• Allocating funding towards the Early Years and Older People Change funds. 

5.2 The consequences of not accepting the offer are significant with indications of a further grant reduction 
for councils which are unable to agree the terms of the settlement. However, since the Comhairle is 
committed to these objectives it is recommended that the Comhairle accept the offer and consequently 
that Council Tax rates be maintained at 2007/08 levels, with the Band D charge remaining at £1,024.  



OVERALL BUDGET 

6.1 The proposals set out in the budget papers provide the means for the Comhairle to set a balanced 
budget for 2013/14, after applying £400k of balances. 

Elections 

6.2 £30k was provided in the 2013/14 budget for the 2012 local government elections. This is no longer 
required. 

Change Funds 

6.3 Provision has been made in the budget for the Comhairle’s share of the Early Years and Older People 
Change Funds at the levels indicated by the Scottish Government. 

Police and Fire 

6.4 The creation of the new national organisations for Police and Fire mean that the Comhairle no longer 
receives funding for these functions and the budget has been adjusted accordingly.  

6.5 The Scottish Government has provided £50k to the Comhairle to support the implementation of new 
governance arrangements for Police and Fire. 

Council Tax Reduction 

6.6 The introduction of the Council Tax Reduction Scheme in place of Council Tax benefit 

Landfill Tax 

6.7 Waste Management continues to be a major concern for the Comhairle, though for 2013/14 growth 
over and above inflation has been contained at £90k for landfill tax, which is increasing from £64 to 
£72 per tonne.  

Other Changes 

6.8 Other changes in the settlement which have been provided for are the Blue Badge Service, now 
delivered through Customer Services (£6k), Looked after Children (£4k) and Free Personal Care 
(£5k). 

BALANCES 

7.1 The current policy, agreed by the Comhairle in February 2009 and reviewed each year as part of the 
budget, is to hold uncommitted balances of £3.0m.  In light of the financial risks to which the Comhairle 
is currently exposed, as set out in Appendix C, it is recommended that this be retained.   

7.2 The Comhairle’s current policy is that any underspend on Winter Maintenance be set aside for future 
severe winters and it is proposed the Comhairle continue with this policy. 

7.3 The Comhairle agreed in September 2012 to use £2m of uncommitted balances, over the five year 
term of the Comhairle, to offset the budget deficit. This was possible, whilst adhering to the policy, due 
to uncommitted balances having increased to £4m at the start of 2012/13 and the Comhairle receiving 
a final BCCI dividend of £1.1m in August 2012. 

FORWARD STRATEGY 

8.1 The downgrading of the UK economic growth forecasts in the 2012 Autumn Statement means the 
outlook beyond 2013-15 is for continued austerity for the period of the next Spending Review.  

8.2 This could mean annual savings in the order of £2-3m from 2015-18. The key factors that will impact 
on this are pay awards, inflation and the grant settlement. 

8.3 Whilst the focus over the past six months has been addressing the short term financial challenges 
attention will now turn to taking forward longer term financial planning.  

8.4 The Comhairle must also continue to have regard to the future arrangements for distribution of funding 
within local government, through effective representation at both Member and Officer level within 
COSLA. 

CONCLUSIONS 

9.1 For 2013-15 the Comhairle requires savings of £5.5m to deliver a balanced budget and a Council Tax 
freeze for the sixth successive year.  

9.2 If the necessary Budget Choices are agreed, then with the planned use of balances the Comhairle can 
set a balanced budget for 2013/14 and an indicative budget for 2014/15. 


