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1 Total Aggregate External Finance (AEF) I 2008/09 1 2009/10 201 0/11 

Purpose 
1.1 This report provides information that will enable the Council to: 

(comparative baseline) 
North Lanarkshire 

0 set its revenue budget for 2008/09. 
0 consider the scope for growth following the announcement of the Local Government 

Financial Settlement 2008-201 1. 
0 take a decision on the level of council tax for 2008/09. 

f 560.71 8m f 587.652m f609.957m 

Background 
2.1 The forthcoming 2008/09 financial year will be the first year of the Government’s 2007 

Spending Review which provides funding to councils for the three year period 
2008109 to 2010/11, The Chancellor’s announcement which set out the details of the 
total public spending in both the United Kingdom and Scotland was reported to the 
Policy & Resources (Finance & Customer Services) sub-committee on 7 November 
2007. 

Percentage Increase 

Scotland 

Percentage Increase 

2.2 The Scottish Government has recently completed its three-year comprehensive 
spending review in order to determine policy and spending priorities and informed 
councils of the individual details and the level of funding available for the next three 
years in its Finance Circular No 6/2007 and subsequent notified amendments. 

4.27% 4.80% 3.80% 

f9,028,268m f9,398.868m f9,715.568m 

4.55% 4.10% 3.37% 

2.3 Out of this process a concordat has been developed by the Scottish Government 
and COSLA which sets out the terms of the new relationship between the bodies 
and underpins the funding provided to local government over the period 2008/09 to 
201 0/11. The significant key features include: 

0 an increased share of the total public spending being directed to local government. 
0 greater flexibility by the removal of constraints previously attached to ring-fenced 

0 increased cash efficiencies assumptions from 1.5% to 2% with local government 
funding sources. 

able to retain these efficiencies. 

Financial Settlement 2008-201 1 
3.1 The financial support which the Council will receive over the forthcoming three year 

financial period and the all Scotland figures can be summarised as follows: 



3.2 The Council, on a comparative base to the previous settlement announcements, will 
receive increases of 4.27%, 4.80%, and 3.80%. It will receive a slightly lower 
percentage increase than the Scottish average for the 2008/09 financial year but will 
receive a higher percentage increase over the final two years of the financial 
settlement period. When the overall impact of the changes in ring-fenced funding are 
consolidated, the total AEF figures become f628.300mI f651.317m and f670.728m 
respectively. 

3.3 As a result of the concordat agreement elements of previously ring-fenced funding 
have been transferred into the Council’s financial settlement. For North Lanarkshire 
the sum of f70.299m has been incorporated into the base budget for the 2008/09 
financial year. 

3.4 There remain a small number of resources which will continue to be distributed as 
specific grants and have been included within the financial settlement. The total for 
North Lanarkshire Council is f51.627m in 2008/09 and is largely accounted for by the 
Council’s share of the Police Specific Grant and the new Fairer Scotland Fund. 

3.5 The “Fairer Scotland Fund” replaces the separate funding streams aimed at tackling 
poverty and deprivation and will be included within the Council’s core funding by 
2010/11. In addition, although total national resources will remain unaltered, the 
distribution between councils will be updated to reflect the changes in the measure of 
deprivation across Scotland. For North Lanarkshire Council the level of resources will 
be f 15.488m in 2007/08, f 14.339m in 2009/10 and f 13.190m in 201 0/11 .These 
resources will continue to be targeted towards the aims and objectives of the Council 
and its partners on the North Lanarkshire Partnership Board. 

3.6 The Council may access f 3.672m in 2008/09 to support a council tax freeze. The 
Scottish Government has also made resources available into 2009/10 and 201 011 1 to 
support a continuation of a council tax freeze with North Lanarkshire Council being 
able to access resources of f7.344m and f 11.015m respectively 

3.7 The Scottish Government has continued with the previous “Floor” arrangement which 
guarantees a minimum core funding increase to all local authorities. North 
Lanarkshire Council will contribute f 1.033m in 2008/09, f 1.791 m in 2009/10 and 
f2.401m by 2010/11. 

3.8 The financial settlement also included information in respect of the level of capital 
resources available over the forthcoming period 2008-201 1. When compared against 
the planning assumptions contained within the Council’s capital investment plans 
further resources of some f23.364m are available to the Council. Members will recall 
that the Council is developing a f250m financial framework to take forward the 
Schools & Centres 21 initiative and these additional capital resources could assist in 
achieving this target investment figure. 

3.9 The new non-domestic business rate for Scotland has been set at 4 5 . 8 ~  and this 
represents an increase of I .7p or 3.9%, with a supplement of 0 . 4 ~  for rateable values 
in excess of f29,000 ( f 0 . 3 ~  previously). An amended “Small Business Bonus 
Scheme” will replace the current “Small Business Rates Relief Scheme from 1 April 
2008. 



4 Base Budget 2008/09 
4.1 Service budgets, including the approved level of efficiency savings, have now been 

considered to provide an overview of the Council’s planned expenditure for 2008/09. 
This enables decisions to be taken on the level of council tax for the forthcoming 
year and provides the scope for increased investment in priority services. 

4.2 The Council’s base budget has been updated to take account of the recognised cost 
pressures contained within the Service Improvement Plans as reported to committees 
during the current cycle. Discretionary fees & charges have also been uplifted by 3% 
to maintain income levels in real terms. 

4.3 In recognition of the current movements in the national energy market it is 
necessary to make an allowance for this additional spending pressure within Service 
budgets. The sum of f 1.3m has been added to the budgeted cost pressures to 
provide for the continuing impact of energy contract prices. 

4.4 In relation to the costs of job evaluation the Council previously approved a funding 
framework to fund the early years’ costs in implementing the pay and grading model. 
This has already been incorporated within Service budgets during the 2007/08 
financial year. The anticipated additional costs as staff progress through the 
enhanced grading points for 2008/09 is estimated to be f6.2m. In recognition of this 
f 3 m  has been consolidated into the base budget with a further f 2 m  being provided 
for in the 2008/09 financial year in order to phase in the impact of these costs. This 
will leave a balance of f l . 2 m  to be managed within existing employee cost budgets. 

4.5 As part of an earlier risk analysis of the Council’s potential liabilities for equal pay 
claims relating to past inequalities, a funding package of f23.5m was approved by 
Council and spread over the years 2005/06 to 2007/08. This figure was derived from 
a determination of anticipated high risk categories at that time. An updated risk 
analysis has been recently completed by the Executive Director of Corporate 
Services and there is no recommendation to adjust the financial provision at present. 
This position will continue to be kept under review, particularly in the light of changing 
case law from the courts. 

4.6 In accordance with the approved “Services and People First” initiative services have 
identified a number of efficiency savings which have been agreed by their respective 
service committees during the current cycle and subsequently approved by the Policy 
& Resources Committee at its meeting of 29 January 2008. Total identified efficiency 
savings of €1 0.432m have therefore been incorporated within the 2008/09 base 
budget. 

4.7 Section 3.3 indicated that the sum of f70.299m of former ring-fenced funding is now 
incorporated within the Council’s base budget position. The vast majority of these 
resources are linked to the support of key areas such as Supporting People, National 
Priorities Action Fund in schools and School Estate PPP financial support. All these 
areas of expenditure will be subject to management review as Services integrate 
these former funding streams within their core budgets. An initial review has already 
been undertaken within those ring-fenced resources previously targeted to tackle 
regeneration and a paper is included within this committee agenda which, if 
approved, will release f0.826m for consideration in setting the budget. 

4.8 Appendix 1 summarises the base budget position for 2008/09 and highlights that the 
base expenditure budget for the forthcoming 2008/09 financial year is f737.304m 
which will be financed by a combination of the total Aggregate External Finance, 
Council Tax Income and the use of resources available from one-off growth. 



5 Council Tax 
5.1 The anticipated level of Band D equivalent households in 2008/09 continues to 

increase and is forecast at 108,556. This increase in the council tax base has been 
built into the calculation of the yield from council tax income for the 2008/09 financial 
year. 

5.2 As indicated in paragraph 3.6 earlier the Council may access resources of f3.672m in 
2008/09 to support a council tax freeze. For illustrative purposes an assumed 
standstill council tax level for 2008/09 has been used within Appendix 1 in 
determining the overall level of income available to support expenditure plans for the 
2008/09 financial year. If the Council proposed not to maintain council tax levels at 
their existing levels then these resources would not be made available to the Council. 

. 

5.3 Scottish Water has recently announced the level of household charges for 2008/09 
which will be contained within the overall council tax bill. The overall water charge for 
a Band D property will increase from €365.85 to f379.53 an increase of 3.74%. This 
on its own will increase the total overall bill by 0.93% in 2008/09. 

6 Additional Resources Available for 2008/09 
6.1 The total illustrative level of income and base expenditure budgets for 2008/09 is set 

out in appendix 1 with recurring resources available for 2008/09 being f 13.874m. 

6.2 In addition, and following completion of the annual accounts for the 2006/07 financial 
year the Council has a level of unallocated resources of f7.341 m. After taking 
account of the one-off utilisation of resources to support the costs associated with job 
evaluation, resources of f5.341 m are available for consideration. Members will recall 
that the sum of f 5 m  has previously been set aside to support Prudential borrowing in 
respect of the Schools and Centres 21 programme. The first project is not anticipated 
to be on site until January 2009 and these resources are therefore also available to 
support one-off priorities in 2008/09 and 2009/10. 

6.3 The total level of non-recurring resources is therefore f 10.341 m for the 2008/09 
financial year giving a combined level of resources available of f24.215m. 

6.4 In order to commence works on the Ravenscraig Regional Sports Centre the Council 
has previously underwritten the funding gap on the overall project cost of f29m. This 
was done on the understanding that regeneration funding would be considered if it 
became available. The recommended utilisation of the resources available under the 
“Fairer Scotland Fund” includes a f 1.812m contribution to this project. This would 
consequentially release previously committed capital resources of f 1.81 2m for 
consideration. 

7 Service Growth Considerations 
7.1 In determining the extent and options for service growth priorities the Council may 

wish to reflect on previous decisions on the following matters: 

The use of flexibility provided by the Prudential Code to augment the levels of 
capital investment available to the Council. The previously approved capital 
investment programme 2008-201 1 included additional borrowing of f 1.250m per 
annum to supplement the level of resources available to enhance the levels of 
capita I investment . 

0 The Council has developed a strategic waste plan to improve recycling and better 
collection methods for waste. A committed level of growth of f0.567m for the 
2008/09 financial year has already levered in financial support from the Scottish 
Government to support this strategy. 



8 

9 

10 

11 

12 

0 For a number of years the Council has been setting aside resources to contribute to 
the anticipated future costs of a long term waste disposal strategy. The Scottish 
Government recently revoked the indicative funding allocation previously intimated 
to the Council which supported the Council’s outline business strategy in this area. 
The Scottish Government is currently reconsidering it’s overall approach to 
the issue of waste management. At this point it is prudent to continue to set aside 
an annual amount of f 1 m to provide for costs of a long term waste strategy. This 
area will be subject to ongoing review as this issue develops. 

Financial Plan 
8.1 The 2008/09 financial year represents the first year of three-year financial settlement 

period 2008109 to 2010/11. Work will be required to develop the Council’s Financial 
Plan for the corresponding period. 

8.2 Appendix 2 contains a summary of a preliminary financial forecasts for the 2009/10 
and 201 011 1 years. For illustrative purposes council tax levels have been maintained 
at the 2007/08 levels with a corresponding utilisation of the AEF resources available. 

Areas of Risk and Uncertainty 
9.1 In preparing the revenue budget a range of estimates have been made that contain a 

level of risk and uncertainty. The most significant cost pressures include estimates for 
pay awards that are yet to be agreed, and possible contractual changes in gas 
and electricity prices. 

Reserves 
10.1 The level of financial reserve held by the Council was first approved in March 2000 

and was set at that time at f 8 m  which represented 2% of general fund expenditure. 
Since 2000/01 the level of reserve has been reviewed during the annual budget 
setting process. The equivalent value of a 2% level of reserve is now f 15m. 

10.2 Taking account of the financial risks facing the Council, together with the effective 
financial management and the track record in delivering consistent year end 
surpluses, the current reserve of f 8 m  can be maintained for the forthcoming 
financial year. 

Budget Consultation 
1 1.1 In accordance with the Council’s ongoing commitment to consult its residents on the 

budget setting process presentations were given to each Local Area Partnership 
between 11 December 2007 and 13 December 2007, during which issues facing the 
Council in the construction of its budget were discussed and views obtained. A 
meeting has also been held with the employees’ trade union representatives to 
discuss the budget. 

Recommendations 
Members are asked to: 

(1) 
(2) 
(3) 

(4) 

Approve the overall base budget for 2008/09 as described in the report. 
Set a level of council tax for 2008/09. 
Consider the application of service growth for 2008/09 taking cognisance of the 
issues referred to in the report and the availability of resources. 
Note that a new Financial Plan will be developed over the coming months. 

Executive Director of Finance and Customer Services 

For further details please contact Alistair Crichfon or Paul Hughes on extension 2200. 



Appendix 1 

Revenue Estimates 2008109 
fm 

Approved Base Budget 2007108 

- Add: 
Former Ring-Fenced Grants now contained within the Settlement 70.299 

Continued Ring-Fenced Grants 

Cost Pressures (pay awards, inflation etc) 

Joint Board Cost Pressures 

Less: 
Review of former Regeneration ring-fenced funding 

Efficiency Savings 

Base Budget 2008109 

Less: 
Aggregate External Finance 

Resources available to Support a Council Tax Freeze 

Illustrative Council Tax (based on zero increase) 

Potential Recurring Resource 

Available Non-Recurring Resource 

Total Resource Available 

fm 

602.568 

51.627 

22.229 

1.839 145.994 

0.826 

10.432 11.258 

737.304 

628.300 

3.672 

1 19.206 751.178 

13.874 

10.341 

24.215 



Appendix 2 

Revenue Forecast 2009110 and 201 011 1 

Base Budget b/f 

- Less: 

Add: 
Changes in Specific GrantslJoint Board Payments 
- 

Cost Pressures (pay awards, inflation etc) 

Indicative Committed Service Growth 

Less: 
Services and People First Efficiency Savings 
- 

Total Expenditure 

Aggregate External Finance (core services) 
Resources Available to Support Council Tax Freeze 
illustrative Council Tax (if zero increase) 

Total Illustrative Income 

2009/10 
f m  

751 .I 78 

1.758 

22.039 

3.641 

10.000 

768.61 6 

651.316 
7.344 

120.484 

779.144 

201 0/11 
Em 

779.1 44 

0.843 

20.276 

2.993 

10.000 

793.256 

670.729 
11.015 

121.762 

803.506 


