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AGENDA m M  No, 
NORTH LANARKSHIRE COUNCIL 

-~ 
From: DIRECTOR OF FINANCE 

Date: 19 September, 1995 Ref: JMIEMcCI 
N LC40 

REPORT 

To: COUNCIL MEETING 
28 SEPTEMBER 1995 

Subject: S24 OF THE LOCAL GOVERNMENT 
ETC. (SCOTLAND) ACT 1994 
NOTIONAL 1995/96 BUDGETS 

Under S24 of the 1994 Act the Secretary of State for Scotland is given the power to fix, for each unitary 
authority, a notional budget for the year 1995/96. This will enable him to determine whether or not each 
Council's proposed expenditure for 1996/97 results in, in his opinion, an "excessive" increase over the notional 
budget for 1995/96. If he so decides in relation to any authority, he has the power to cap such budget. 

For the twelve Unitary Authorities within the Strathclyde area, this involves the disaggregation of the 1995/96 
Strathclyde Regional Council budget and for North Lanarkshire and East Dumbartonshire Councils, the 
additional disaggregation of the 1 995/96 Strathkelvin District Council budget. The notional budget for North 
Lanarkshire Council is arrived at by adding the 1995/96 budgets of Cumbernauld & Kilsyth, Monklands, 
Motherwell District Councils and those parts of the Regional Council and Strathkelvin District Council budgets 
appropriate to North Lanarkshire. Since loan charges etc. are excluded for the purposes of capping, they 
are excluded from the figures making up the notional budget. 

In consultation with COSLA, a set of "principles" was drawn up, the purpose of which was to ensure the 
proper disaggregation of the budgets. The disaggregating authorities then proceeded to allocate their 
budgets among the appropriate successor authorities. The outgoing authorities, and in due course, the 
shadow authorities were supplied with relevant information as it was produced and a series of consultative 
meetings was held. 

It is clear from the foregoing, that the onus of achieving a proper disaggregation lies with the disaggregating 
authorities. Nevertheless the consultative process allowed the outgoing authorities, on behalf of the shadow 
authorities, and subsequently the shadow authorities themselves, to ensure that the aforementioned principles 
were being adopted, and in so far as time and resources allowed, that the exercise was arithmetically correct 
and took into account the proper factors. 

As far as North Lanarkshire is concerned, this involved using such expertise as exists within the existing 
Districts, Lanark Sub-Region and appropriate Regional departments. Given the large degree of devolved 
financial management within Strathclyde Regional Council, much of the expertise is contained within the 
departments carrying out the disaggregation in the first place. Even as this report is being written the 
notional budget is being reviewed and indeed work on the exercise will be continuing until the last moment. 
Even then there will be a suspicion that more time is needed to refine the notional budget further. However 
much useful work has been carried out in recent months and significant alterations made and I am satisfied 
that Strathclyde Regional Council have made every attempt to achieve an accurate result. There are some 
outstanding matters to be resolved, particularly in relation to Social Work, Transport and Planning and I wish 
to review the Strathkelvin District Council disaggregation, in relation to which I had some early misgivings 
though these were not significant in the context of the overall total. 
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In conjunction with the preparation of the notional budgets, the Scottish Office and COSLA have been 
preparing "illustrative" 1995/96 GAE assessments for each of the new councils. The GAE assessment is an 
amount calculated with reference to populotion, numbers of school age children and elderly and many other 
factors, the purpose of which is to allocate Revenue Support Grant. In so far as the budget exceeds the 
assessment, the expenditure represented by the excess will not be grant supported and while authorities are 
allowed to exceed the GAE assessment, such "overspending" will have a disproportionate effect on Council 
Tax levels. 

Furthermore, if, in any year, the budget exceeds the GAE assessment, there is a limit on the amount by which 
the budget total can exceed the previous years budget total i.e. the budget is capped. It is at this stage that 
the notional budget becomes important. 

It is important to bear in mind that the purpose of the notional budget is  to provide a total figure for capping 
purposes. It is therefore important that it be as accurate as possible. Nevertheless while the detail of the 
service expenditure used in its calculation will provide useful information needed to arrive at the North 
Lanarkshire Council service budgets for 1996/97, there will be no notional budgets for individual services. 
It will be a matter for North Lanarkshire Council to allocate its resources within the overall total allowed by 
the capping regime. 

T The Scottish Office circular dated 12 September 1995 advises that the amount of the North Lanarkshire 
notional budget is €329,575,000 subject to any adjustments arising from the ongoing refinement exercise. 

The latest illustrative GAE figure I have is E 326,753,000 which means that the notional budget exceeds the 
illustrative GAE assessment by some f2.8 million (0.86%). (To this excess will have to be added to the North 
Lanarkshire Council share of the net savings (€30 million) which the Secretary of State insists will arise in 
1996/97 as a result of reorganisation. Similarly should CFCR be brought within the capping regime there 
would be further alterations). If the foregoing is a reliable pointer to next year's financial situation, (however 
the GAE assessment for 1996/97 could move in either direction) and the capping principles are similar to 
those in place for 1995/96, the fact that the budget exceeds the GAE assessment means that: 

1 )  
2) 

some of its expenditure will be non grant supported 
a limit will be imposed on any increase over the notional budget 

This compares with a wide variety of differences, e.g. the Aberdeenshire notional budget is € 1  4 million under 
its illustrative GAE assessment while Glasgow's is € 1  9 million over ( 1  2%). This gives rise to what is known 
as the "mismatch" problem, in that a Council with such a large excess, will have very high Council Tax levels 
due to the amount of non grant supported expenditure. 

How the mismatch Droblem is resolved could have a sianificant imDact on the financial Dosition of North 
Lanarkshire Council. 

As is pointed out in the circular, should capping be abandoned, there will be no need for notional budgets. 
However in so far as they point to the mismatch problem (the wide differences between GAE assessments 
and budgets for some authorities in the years to come), it is important that they continue to be refined. I 
am of the opinion that any alterations arising over the next few weeks, cannot be significant enough to 
resolve the mismatch problem. 

It is  the intention that the notional budgets be finalised in October and that they then be laid before 
Parliament. 
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To conclude, I would recommend that the Council accept the notional budaet fiaure as beina reasonable 
in overall terms, on the understandina that work on refinina the fiaures will continue UD until the deadline 
of 6th October. Obviouslv, should a maior disaqreement arise, the matter will be brouaht back to the 
Council. 

Director of Finance 
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