
 
PURPOSE OF REPORT To seek approval of the Comhairle’s budget for 2017/18, to set the 

Council Tax for 2017/18 and to recommend a forward Budget Strategy. 
 
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 between 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 equal opportunity requirements. 

SUMMARY 
2.1 In February 2016 the Comhairle agreed a forward Budget Strategy that sought to enable the 

Comhairle to deliver a balanced budget across the two year period 2016-18 using a combination of 
workforce planning, corporate efficiencies, budget choices and balances. 

2.2 Whilst the Local Government Settlement for 2017/18 is less favourable than had been anticipated in 
February 2016, forward planning and effective financial management means that the Comhairle can 
still set its 2017/18 budget as planned.  

2.3 Uncertainty about future year local government settlements remains a key challenge for the Comhairle 
and the long term projections set out in Appendix A mean that the new Comhairle, elected in 
May 2017, will need to agree and implement its Strategic Plan and budget without undue delay. 

2.4 Details of Scottish Government’s offer to Local Authorities were set out in a letter to Council Leaders 
on 15 December 2016 (Appendix B) and Local Government Finance Circular 9/2016. The one year 
proposal for 2017/18 includes the following elements to which Councils are required to commit: 

 an early discussion on public sector reform in relation to health and social care, educational 
attainment and governance; tackling inequality; enterprise, innovation, skills and employability; 

 an additional £107m for the NHS (£700k for the Western Isles) for health and social care as a 
consequence of which Councils may reduce funding to Integration Joint Boards (IJB) by £80m 
(£520k for the Comhairle); 

 an additional £120m of funding (£271k for the Comhairle) to be used at the discretion of schools 
to close the attainment gap between children from the least and most deprived areas in their 
communities. This money is to be additional rather than substitutional; 

 an additional £111m raised through the reform of Council Tax to be retained by Councils, this 
amounts to an estimated £160k for the Comhairle; 

 flexibility for councils to increase Council Tax by up to 3% (which would raise £380k for the 
Comhairle); and 

 a requirement for Councils to maintain the overall pupil: teacher ratio at the 2016/17 level of 
13.7:1 and to secure places for all probationers who require one under the teacher induction 
scheme. 

2.5 Councils were required to accept the offer by 20 January 2017. As the consequences of not accepting 
the package are “a revised, and inevitably less favourable, offer” the Leader has written to the Cabinet 
Secretary indicating that whilst it will be recommended that the Comhairle accept its terms, this cannot 
be confirmed until the Comhairle approves its budget. 

2.6 The Settlement gives a £4.2m (4.4%) reduction in grant for the Comhairle. If this is offset by the £160k 
additional income from Council Tax reform and the Comhairle agrees to raise Council Tax by 3% the 
reduction in funding comes to £3.8m. This £3.8m, together with the deficit (funded from balances) 
carried over from 2016/17 of £1.5m and inflationary costs of £1.3m, contributes to a £6.6m budget 
gap. 
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2.7 The Comhairle has already identified and agreed savings of £3.1m and this, together with the 
permitted reduction in health and social care funding of £0.5m, leaves a residual gap of £3m which, in 
line with the Comhairle’s position, agreed in December 2016, it is recommended be funded from 
balances. 

2.8 In terms of the decisions by the Comhairle in February 2016 setting the budget requires the Comhairle 
to be satisfied with the transitional arrangements for proposal C-9 (residential care for children). 
Details of the delivery arrangements for this service are set out by the Director of Education and 
Children’s Services in Appendix E and this includes a recommended location for the agreed 
development. 

2.9 The recommended budget for delegation to Cùram is Slàinte nan Eilean Siar is in line with the Scottish 
Government expectation that the 2017/18 budget be reduced by the Comhairle’s share of the 
permitted £80m (£520k). This is in the context of an additional £107m for IJBs nationally (£700k for the 
Western Isles) and a requirement that Health Boards maintain their cash funding at 2016/17 levels. 

2.10 Delivering the Cùram is Slàinte nan Eilean Siar budget on this basis will mean that demand growth will 
require to be found from efficiency savings by the Board. For 2017/18 the resources available will 
include workforce planning savings and any savings from budget choices carried over from 2016/17 
which Cùram is Slàinte nan Eilean Siar chooses to implement.  

2.11 For 2016/17 COSLA agreed to a reduction in Local Government capital on the understanding this 
would be returned in future years. The allocation for 2017/18 has now returned to the 2015/16 level 
but the payment of the amount lost in 2016/17 will not happen until after 2018. The consequence for 
the Comhairle is an additional £992k in 2017/18. The Comhairle agreed in December 2016 to seek to 
fund the capital element of the schools adjudication settlement from capital and it therefore proposed 
that this be the first call on this funding. The Comhairle has already recognised that funding for care 
accommodation in Lewis will be a key priority area going forward and it is therefore proposed the 
balance of the additional funding be earmarked for this purpose. 

2.12 An assessment of the long term financial outlook from 2018-28 is set out in Appendix C and shows a 
range of potential scenarios for the Comhairle. The key sensitivities are the level of grant funding, 
which is dependent on the policy direction of Scottish Government, and inflation, which is likely to be 
heavily influenced by the exit of the UK from the European Union. Savings required for the two year 
period 2018-20 are estimated at between £9.4 and £14.2m with a best estimate of £11.9m. 

2.13 These projections show that, without a change in national policy, there is no foreseeable prospect of 
an end to the current regime within which local government has been managing since 2011. Appendix 
D shows how the Comhairle budget had reduced from a peak of £121m in 2010 to a projected £102m 
in 2017/18, a cash reduction of £19m (16%) and a real terms reduction of £35m (29%). 

2.14 Whilst the Comhairle has successfully realised the necessary savings over this period, further 
reductions on this scale inevitably will have an increasing impact on services. The ring fencing of 
health and social care monies (in that councils have been directed by how much they can reduce IJB 
budget allocations), the ongoing protection of teacher numbers (through the requirements to maintain 
the pupil: teacher ratio), the fixed nature of capital borrowing costs, and the Comhairle’s commitment 
to WISP together account for £55.5m (54%) of the Comhairle’s budget. Finding the savings required 
from the balance of the budget will consequently mean a 26% reduction in all other services. This 
impact can be reduced in the short term by the strategic use of balances and management of the 
teaching workforce. 

2.15 In October 2016 the Comhairle agreed to start the process of developing three year transformation 
plans for all services and identifying budget choices for future budgets. It is recommended that work 
continue on these elements so that comprehensive information can be provided to the new Comhairle 
as early as possible following the elections in May 2017. 

2.16 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 2017/18.  

2.17 Where relevant, recommended fees and charges for 2017/18 are detailed at Budget Item (d). Unless 
indicated otherwise, or set by statute, other fees and charges will rise by 0.5% and the draft budget 
includes provision for this increase. The Comhairle is responsible for setting the fees for services that 
fall within the remit of Cùram is Slàinte nan Eilean Siar and it is therefore proposed that this be 
deferred to March 2017 so that the Board can recommend the appropriate levels to the Comhairle as 
part of its own budget process. 



2.18 It is recommended that, in the light of the reduction in the Contingency budget and the current financial 
risks, as shown in Appendix F, the level of uncommitted balances be retained at £3.5m for 2017/18.  

RECOMMENDATIONS 

3.1 It is recommended that the Comhairle: 
(a) agree to accept the 2017/18 Settlement offer from the Scottish Government as set out in 

Circular 9/2016 and the Scottish Government letter at Appendix B; 

(b) agree the Budget Strategy for 2017/18 as set out in Sections 4, 5 and 6 of the Report 
and Appendix A; 

(c) agree the delivery arrangements for residential care for children as set out in 
Appendix E; 

(d) approve the recommendations for fees and charges for 2017/18 at Budget Item (d) of 
the Agenda; 

(e) agree the delegated budget for Cùram is Slàinte nan Eilean Siar as detailed in Section 6 
of the Report;  

(f) request that Cùram is Slàinte nan Eilean Siar recommend to the Comhairle the 2017/18 
fees and charges for the services within its remit in time for the Comhairle to set these 
at its March 2017 series of meetings; 

(g) approve the business plans for 2017/18 at Budget Item (b) of the Agenda; 
(h) approve the draft budgets for 2017/18 at Budget Item (c) of the Agenda; 

(i) agree to increase the reformed Council Tax by 3% for 2017/18 to £1,054.72 for Band D 
properties; 

(j) in the light of  the risks set out in Appendix F to maintain the level of uncommitted 
balances at £3.5m for 2017/18 and to continue the policy of setting aside underspends 
on winter maintenance for future severe winters; 

(k) note the additional £992k of capital for 2017/18 and agree to use this to (a) meet the 
capital costs of the schools adjudication decision; and (b) to invest in care 
accommodation in Lewis;  

(l) note the long term financial plan set out in Appendix C and agree that detailed 
transformational service plans, service choices and workforce options be presented to 
the Comhairle following the elections in May 2017; and 

(m) in the context of 3.1(l) continue to engage with the Scottish Government to seek an 
early indication of the budget expectations for 2018-20 and to seek to secure the best 
settlement for the Comhairle in future years. 
 
 

 

Contact Officer: Malcolm Burr, Chief Executive     Telephone 01851 822600 

  Robert Emmott, Director of Finance and Corporate Resources Telephone 01851 822628 

Appendices: A Budget Summary 2017/18 
  B Letter from Scottish Government (15 December 2016) 
  C Long Term Financial Plan 2018-28 
  D Comhairle Budget Changes 2002-18 
  E Delivery arrangements for residential services for children 
  F Significant Financial Risks February 2017 

Background Papers: Budget and Council Tax Setting 2016/17 (Policy and Resources Committee February 2016) 
Forward Budget Strategy (Policy and Resources Committee June 2016) 
Budget Strategy Update (Policy and Resources Committee October 2016) 
Budget Strategy Update (Policy and Resources Committee December 2016) 
Scottish Government Settlement 2017/18 

    
 

    



BUDGET ASSUMPTIONS 
4.1 The 2017/18 budget provides for general inflation of 0.5%. There is no pay settlement agreed for 

2017/18 but the budget includes an assumption of a 1% pay award or £250, whichever is the higher, 
for all staff groups. COSLA and the Trades Unions are presently engaged in discussion on the pay 
award for 2017/18 and should it be agreed at a higher level than this then the deficit to be funded from 
balances will increase. Provision has also been made for planned increases to pension contributions. 

4.2 The budget for 2017/18 assumes that all fees and charges in the control of the Comhairle will 
generate 0.5% more revenue than in the previous year. Where fees and charges are not raised in line 
with inflation, Heads of Service must recommend how this may be best achieved in the services for 
which they are responsible. Attention is drawn to the specific charges for school meals included in the 
Education and Children’s Services budget pages and the Fees and Charges Report included at 
Budget Item (d). 

4.3 A major part of the Comhairle’s expenditure is servicing debt used to finance capital projects. It is not 
expected that the Comhairle will undertake any long-term borrowing in 2017/18 and it is assumed that 
short-term borrowing will be at a rate of 1%. 

4.4 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 1.00 111 
Inflation on running costs 1.00 1.00 363 
Pay Inflation teaching staff 1.00 1.00 176 
Pay Inflation (non-teaching staff) 1.00 1.00 423 
Non-domestic Rates Default 1.00 1.00  78 

OVERALL BUDGET 
5.1 Appendix A sets out a summary of the budget for 2017/18 which includes: 

(a) a reduction of £50k in the savings from reallocating capital to projects funded by prudential 
borrowing due to slippage on the salt barn project; 

(b) subject to the concurrent report on the Inter-Island Air Service, providing £66k in 2017/18 to 
enable the service between Benbecula and Stornoway to be awarded on the basis of Option 2 as 
recommended in the concurrent Report and agreeing to make provision in future budgets for the 
above inflation price rises in the  contract in subsequent years (£11k in 2018/19, £14k in 2019/20 
and £19k in 2020/21); 

(c) allocating £21k of additional monies included the settlement, £19k for kinship care plus £52k for 
early learning less £50k for GIRFEC, to Education and Children’s Services; 

(d) allocating the £43k of additional monies included the settlement for the Scottish Welfare fund for 
that purpose;  

(e) earmarking centrally the £40k included in the settlement for tobacco related legislation, pending a 
report on the requirements of the service; and  

(f) maintaining trade union support at 3 days per week on the basis that it will be reviewed as part of 
the workforce options.  

5.2 Taken together the budget proposals set out in this Report would lead to a deficit of £3,026k in 
2017/18.  

Planned use of Balances 
5.3 As part of the strategy for 2013-15 the Comhairle agreed to use £2m of balances (£400k per year) 

over the term of the Comhairle to deliver a balanced budget. The early achievement of some of the 
budget savings and improved financial performance meant that the Comhairle was able to increase 
this to £1.5m for 2015/16 and had set aside £4.0m for 2016/17 and 2017/18. This was increased to 
£5.4m following a review of balances as part of the 2016/17 budget process. 

5.4 As at the second quarter monitoring for 2016/17 free balances available to support the budget stood at 
£5,177k. 

  



5.5 As part of the 2017/18 budget setting exercise a further review of balances has been undertaken and 
has identified earmarked balances of £503k that are no longer required. This is made up of:  

 balance of Modernising Government Fund - £10k; 
 balance of Quality of Life funding - £13k; 
 balance of budget for superannuation increases - £24k; 
 balance of budget set aside for NI increases - £98k; 
 balance of budget Living Wage in 2016/17 - £128k; and 
 balance of TO Asset Rentals not utilised in 2016/17 - £230k. 

5.6 In addition there will be £239k of in year loan change savings. Finally, in line with the recommendation 
from Item 42 of the Policy and Resources Committee of 14 December 2016 it is recommended that 
the capital element of the adjudication settlement be met from the additional capital available, thereby 
freeing up £231k of balances. 

5.7 Taken together these will increase balances to £6,150k, more than double the planned deficit of £3m 
detailed in paragraph 2.7 for 2017/18. 

HEALTH AND SOCIAL CARE 
6.1 In relation to the Integration Joint Board it is recommended that the Comhairle agree to a delegated 

budget made up from: 

(a) the recurring total budget from 2016/17 of  £19,774k; less 

(b) the share of the £80m by which the Scottish Government has indicated that councils may reduce 
IJB funding by, for the Comhairle this being £520k. 

6.2 These recommendations would establish a delegated budget of £19,254k.  

FORWARD STRATEGY 
7.1 Despite 2017/18 being the second of a four year Spending Review there remains considerable 

uncertainty about the local government settlement for 2018-20. 

7.2 Appendix C sets out the financial plan over the next ten years and whilst the level of Government 
funding is subject to political decisions it is clear that the Comhairle will be faced with further 
challenging budgets in the next council. 

7.3 In line with the decisions of the Comhairle in October 2016 service transformation plans and budget 
choices will be prepared for consideration by the new Comhairle in May 2017. It is proposed that these 
be supplemented by reports on workforce options including the Comhairle’s pay model and terms and 
conditions. 



APPENDIX A
£000 £000

Inflated base budget 108,415

Settlement changes
Early Learning 52
GIRFEC (50)
Tobacco etc. 40
Kinship care 19
Welfare Fund 43

104

Income
Council Tax Income 2016/17 (9,254)
RSG & Non domestic Rates 2016/ 17 (96,456)
Reduction in RSG / Rates 4,280

(101,430)

Initial budget shortfall 7,089

Council Tax changes
Reform (160)
3% Increase (380)

(540)

2017/18 changes
Workforce plans (769)
Corporate savings (533)
Prior year VER savings (23)
Budget choices (753)
Loan charge savings (986)

(3,064)

Reduction in IJB budget in line with circular (525)

Inter-Island Air Service (option 2) 66

Updated Projection 3,026
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APPENDIX  D
Movement in total Comhairle budget since 2001

Efficiencies
Service 
Choices

Loan 
Charges

IJB Council Tax
Use of 

Balances
(£m) %

2001/02 78.7              3.8 5.00%
2002/03 83.2              4.3 4.00%
2003/04 89.3              4.9 3.40%
2004/05 93.8              6.4 4.00%
2005/06 98.0              7.5 3.40%
2006/07 100.1           6.5 2.00%
2007/08 103.4           7.2 1.75%
2008/09* 113.2           12.8 3.40%
2009/10 117.4           13.8 3.00%
2010/11 120.7           1.3                0.3                -                -                -                -                1.60 1.3% 14.3 2.50%
2011/12 118.4           4.8                0.2                -                -                -                -                5.00 4.2% 15.1 -4.50%
2012/13 116.9           2.8                0.5                -                -                -                -                3.30 2.8% 15.4 -1.20%
2013/14 111.6           1.7                0.4                -                -                -                0.4                2.60 2.3% 15.1 -1.40%
2014/15 110.6           2.6                0.3                -                -                -                -                2.90 2.6% 14.8 -1.40%
2015/16 109.8           0.7                0.2                1.4                -                -                1.5                3.80 3.5% 14.2 -1.90%
2016/17 105.8           2.9                0.7                3.3                0.8                -                1.5                9.20 8.7% 13.6 -4.50%
2017/18 102.0           1.3                0.8                1.0                0.5                0.5                3.0                7.10 7.0% 13.2 -5.00%

Budget reduction since 2010 18.73           

Total savings since 2010 35.50

Comhairle FloorSavings (£m) from
Total 

Savings (£m)
Budget 

(£m)
Year

Savings 
%



APPENDIX E 

A’ Coileanadh Sàr-Mhaitheas Còmhla   Achieving Excellence Together 
 

COMHAIRLE NAN EILEAN SIAR 
Education and Children’s Services Department  

BUDGET SETTING 2016-17 

 
CHILDREN SERVICES:  ACTION FOR CHILDREN - RESIDENTIAL 
PROVISION  
 
 
1. Demand  

Demand for residential places both locally and off Island have reduced significantly.  Action for 
Children provides five bed spaces (four residential and one respite) in Hillcrest and in the current 
financial year has had approximately 50% occupancy.   More recently, it has operated at a 25% 
occupancy and on this basis it is not viable to maintain a facility with only a 25% occupancy and 
no current agreement for workforce redeployment. 

 
2. Strategy Proposed and Being Developed  

A Children’s Service Partnership is being developed with Action for Children, Foyer and Harmeny 
Residential School.  A model is being developed with partners in which all physical and staff 
resources are held in common and staff deployed across services as needed.  Work is currently 
being done to ensure that a common job description, policy and procedure and training 
programme are agreed. The 2017-18 approved budget is being integrated in order to commission 
a total service inclusive of residential (on and off island), respite, wrap-around support, day 
education and therapeutic intervention. 

 
3. Changes in Service Demand  

The reduction in residential demand for those with social, emotional and behaviour difficulties 
(SEBD) reflects positively on a more proactive local response across all services and an effective 
investment of resource transfer from mainland places.  However, this reduction in demand for 
residential provision for SEBD needs coincided with increased service aspirations for those young 
people with severe and complex Additional Support Needs particularly in the areas of respite 
provision, both short break, day and wraparound services. 

 
4. Residential Facility  

None of the current residential properties held by the Comhairle or partners are fit for purpose 
without considerable redevelopment and expenditure.  In consultation with Technical Services, it 
has been agreed and approved by the Comhairle that a new facility be built with capacity for 
future-proofing the service and maintaining the current profile of unit costs.  A site at Back was 
considered but, subject to further evaluation, considered inappropriate.  A site adjacent to the 
existing Sandwick Learning Centre would be more accessible and provide better access to a 
wider range of services in a more central location. Work is currently being undertaken to establish 
whether this site is available for development. 

 
5. Year End Position  

It is anticipated that with these changes in service re-design and delivery we will achieve our 
financial target this year (by August 2017) with the exception of Hillcrest utility costs etc (£43k). 
 
 
 
 
Bernard Chisholm 
Director of Education and Children’s Services 
25 January 2017 



Service Risk / Pressure Added Amended Scale Probability Planned and Potential Mitigation strategies 

Revenue

Health & Social Care Increasing service demand due to: demographic; 
high cost packages; mainland placements; and 
transitions from children's services

Feb 2008 Feb 2017 £1-2m Medium Strategies to provide care on island

Children's Services Increasing number of high cost cases (including 
mainland placements).

Feb 2008 Feb 2016 £1m Low Strategies to provide care on island

Budget Choices & Savings Implementation of Budget Choices is delayed or 
projected savings not realised.

Feb 2013 Feb 2017 £1-2m Medium Performance Reporting
Financial Monitoring

Waste Management Insufficient landfill diversion leading to increased 
landfill tax and allowances.

Feb 2008 Feb 2013 £1m Medium Detailed scrutiny and monitoring.
Waste Management Strategy

Rising energy costs and implications for energy 
related operations.

Feb 2008 Feb 2016 £0.5m Low Energy saving measures & Carbon Management

Rapid increase in general inflation impacts on 
cost of service delivery in year

Feb 2017 £0.5m Medium

Pay award exceeds budgetary provision. Feb 2010 Feb 2017 £0.6m Low

Financial Environment Increase in bad debts
Additional pressure on Economic Development 
budgets 

Jun 2008 Feb 2010 £1m Medium Revised Debt Collection policy
Payment terms applied to local suppliers improved

Severe Weather Additional costs of Winter Maintenance and 
essential repairs due to damage.

Feb 2010 Feb 2015 £1-2m Medium Revised Winter Maintenance Policy
Winter Maintenance Reserve

New Capital projects Additional revenue consequences Feb 2008 Feb 2013 £0.5m Low Review of projects before expenditure committed

Welfare Reform Impact on Clients, Housing Services, Partners, 
Comhairle funding and staff.

Feb 2012 Feb 2016 £1m Low Political engagement
Planning for changes

Capital

Programme Management Project overspends Feb 2008 Feb 2013 £1-3m Medium Review of Contract Management
Improved Monitoring

Prudential borrowing Introduction of a cap on level of borrowing Feb 2008 Feb 2013 £3-5m Low Reduction in size of programme 
Introduction of Asset Management Strategy

Core & statutory Increasing regulation in relation to Legionella, 
DDA, Care Commission, SEPA etc.

Feb 2008 Feb 2014 £1m Low Focus resources on statutory projects

Others

Reduction in revenue funding from 2018/19 Feb 2010 Feb 2017 £3-4m High

Reduction in capital funding from 2018/19 Feb 2010 Feb 2017 £1-3m Low

Floor Mechanism Feb 2008 Feb 2017 £13m Medium

Distribution Review Feb 2009 Feb 2013 £?m Medium

Loss of investments Feb 2013 Feb 2017 £5-35m Low Effective Treasury Management

Financial contagion leading to increased 
borrowing costs and further austerity

Feb 2013 £1-5m Low

Significant Financial Risks: February 2017

Change in funding Engage in review process through COSLA
Political engagement.
Maintain flexibility in use of resources.

Reduction in Funding Early start on long term financial planning
Engage in review process through COSLA

Inflationary Pressures

Financial Environment
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