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Executive Summary
The purpose of this report is to provide financial information that enables the Council to
set its 2018/19 Revenue Budget and Council Tax.

This includes an update on the financial position for the 2018/19 financial year from the
previous report considered by the Policy & Resources Committee at its meeting of 17
January 2018.

This includes the impacts of the two subsequent funding announcements of the 231d
and 31st January 2018 respectively which, following the previous approval of base
budget efficiencies and adjustments, result in a savings gap for 2018/19 of £4.001
million prior to any consideration of council tax.

If the Council were to increase the rate of council tax by the maximum of 3% then a
residual savings gap of £0.027miIIion would be required.

It is important to recognise when planning for the period ahead that there is currently
no guarantee that the additional funding of £10.180m announced on 31st January 2018
will be available for future years.

The forecast budget gap for 2019/20 remains at £20.108m.

Recommendations
Members are asked to:

(a) Note the update on the Local Government Financial Settlement for 2018/19 and
the implications for the Council;

(b) Note the cost pressures identified in section 2 and action already taken in
section 3;

(c) Confirm the level of Council Tax for 2018/19;

(d) Agree the general fund contingency fund reserve as advised by the Head of
Business for Financial Solutions;

(e) Agree the continuation of the treatment of volume discount as set out at section
7.

(f) Approve savings to deliver a balanced budget for 2018/19
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Appendix 2

1. Background

Statutory requirement to set a budget
1.1 Councils are required by law to set a balanced budget each year. This

requirement is set out in Section 93 of the Local Government Finance
Act 1992. Failure to set a balanced budget would have serious implications:

• The Council's financial flexibility to, for example, enter into contracts or
to commit to unfunded ambitions, would cease and only costs in respect
of those financial obligations already committed could be incurred.

• The Council's current budget shortfall position (which requires to be met
through savings) would remain.

• Individual Members could potentially incur personal responsibility for
failure to comply with their statutory duty.

• Individual Members who unreasonably contribute to the failure or delay
in setting a budget could be ultimately censured, suspended, or
disqualified from standing for election for a prescribed period of time by
the Standards Commission for Scotland.

• In terms of Section 102 of the Local Government (Scotland) Act 1973,
there are specific processes in place for the Controller of Audit to report
to the Accounts Commission on the failure to set a budget. The
Commission can then recommend that Scottish Ministers direct the
Council to rectify this.

2. Revenue Budget 2018−19
2.1 The starting point for determining the revenue budget for 2018/19 is the

2017/18 base budget of £749.390 million, as identified in Appendix 1.
2.2 Members will recall that in setting the revenue budget for 2017/18, one−off

resources of £11000 million were applied. This now needs to be
considered as part of the 2018/19 budget setting process in order to identify
a more permanent solution.

2.3 This base budget is adjusted to recognise the updated financial planning
implications, as follows:

2.4 Employee Cost Pressures
Employee cost pressures totalling £8643 million have been identified in a
number of areas. Most significantly, the Scottish Government indicated on
31s' January 2018 an aspiration for all public sector employees to receive a
minimum pay increase for 2018/19, This is structured to provide a 3% pay
increase for employees earning up to £36,500, with a 2% increase for those



earning up to £80,000 and apply a cash cap of £1,600 for those earning
£80,000 or more. The sum of £9750 million has been identified to match
this aspiration.

2.5 As previously reported the Scottish Government has given assistance to
the Council to meet the recently agreed Teachers' Pay Award for 2017/18.
This has reduced the Council's previously budgeted contribution for
2017/18 by £0937 million.

2.6 The autumn announcement from the Local Government Pension
Committee amended the regulations in respect of the timetable for all
employees to be auto−enrolled until April 2019. As the Council commenced
providing resources in the 2017/18 revenue budget there is a credit of
£0770 million which can be applied to the 2018/19 budget position.

2.7 The Council's Long Term Financial Plan 2017/18 to 2022/23 indicated that
the Council will also need to set aside the sum of £0780 million in 2018/19
to provide for a number of Living Wage requirements.

2.8 Contract Inflation
An overall sum of E1.950 million was identified within the Long Term
Financial Plan 2017/18 to 2022/23 in respect of unavoidable contract
obligations, energy costs, joint board arrangements and non−domestic rate
increases.

2.9 Strategic Priorities
The Council has recognised a number of strategic priorities which result in
a requirement of £3.360 million pounds within the revenue budget for
2018/19.

2.10 A total resource of E1.500 million has been identified to provide prudential
borrowing to take forward the Council's Schools & Centres 21 Programme,
provide the opportunity to position the Council ahead of the requirements of
the Community Empowerment Act in respect of Participatory Budgeting,
and protect the integrity of the future capital programme.

2.11 In addition, the Long Term Financial Plan 2017/18 to 2022/23 identified a
range of strategic priorities including the recognition of growing demands in
the area of Additional Support Needs (0.500 million); commitments to City
Deal and the Strategic Waste initiatives (0.510 million) and the impacts of
market changes and council decisions reported during the year (0.850
million).

2.12 Directed Expenditure
Additional expenditure will be incurred as a result of specific resources
contained within the Council's grant allocation as detailed within the Local
Government Finance Settlement 2018/19 to an overall value of £9.297
million.

2.13 The Scottish Government has included additional resources to commence
the delivery of the expansion of Early Years Education and Childcare
provision. It is estimated that the Council will receive F−3.914 million for this
purpose in 2018/19.

2.14 In recognition of a range of pressures, including the support to implement
the Carers (Scotland) Act 2016 and maintain a Living Wage, the sum of
E3.973 million will be passed onto the Integrated Joint Board.



2.15 The Local Government Financial Settlement also included the sum of
E1.657 million to cover the additional costs of the teachers' pay settlement
for 2017/18.

2.16 There are several small adjustments to funding in the areas of Pupil Equity
Fund and Scottish Welfare Fund which will see a reduction in expenditure
within these areas of £0247 million.

3. Action Already Taken
Action has already been taken which reduces the potential budget gap and the
requirement for savings:

3.1 Transformation Savings
The Long Term Financial Plan 2017/18 to 2022/23 indicated that the
Transformation Committee has been advised of a Transformation
Programme which has been developed which will realise £2.500 million of
savings for 2018/19.

4.

3.2 Base Budget Adjustments and Savings Approved in February 2017
In setting the revenue budget for 2017/18 the Council applied one off
resources to the value of £11.000 million with a view to deliver budget
solutions during 2017/18. To that end approval was given to plan ahead
with a consequence that E3.117 million of base budget adjustments and
£3.045 million of approved savings respectively will now be delivered in
2018/19.

3.3 Workforce Changes
The Policy & Resources Committee at its meeting of 17 January 2018
approved the Organisational Review − Phase 3 which will deliver £0950
million of savings during 2018/19.

3.4 Base Budget Adjustments 2018119
As part of the Revenue Budget 2018/19 and Savings Proposals the Policy
& Resources Committee also approved the action already identified by
management in a range of operational improvements and efficiencies which
will deliver a further £ 7.797 million during 2018/19.

Available Resources
Resources available to the Council in setting its 2018/19 budget are set out in
Appendix 1 and detailed below:

4.1 Government Grant
The Scottish Government Local Government Financial Settlement 2018−19
was published on 14 December 2017 and indicated the level of grant
available to the Council for 2018/19. These figures were subsequently
amended on 23 January 2018 to correct a distribution of resources
between councils and also on 31 January 2018 to reflect the Budget Bill
Stage 1 debate in Parliament.

4.2 The Scottish Government have indicated that the grant offer for 2018/19
contains a number of shared priorities which it anticipated that councils will
adhere to. These include:

• Maintaining local authorities' flexibility to increase the Council Tax up to
a maximum of 3%.



• Require local authorities to achieve a pupil:teacher ratio of 13:7 and
ensure that places are provided for all probationers who require one
under the Teacher Induction Scheme.

Looking to local authorities to continue to prioritise their financial support
for social care recognising the additional £66 million within the
settlement.

4.3 It is anticipated that the level of government grant (Aggregate External
Finance) for 2018/19 will be £618.718 million or an increase of 1.4%.
However, when recognition is taken of all the Directed Spending of £9.179
million as outlined within section 2.12 then on a "like for like " comparison
the Council will receive a cash increase of F−1.584 million or 0.3%.

4.4 It is important to note the Scottish Government has indicated that the
£10.180 million added on 31 January 2018 is not guaranteed to be
continued into future years but will be dependent upon future Spending
Review considerations.

4.5 Council Tax
The current level of income from Council Tax amounts to £130.553 million
to which can be added the sum of £0973 million which reflects the
anticipated increase in housing stock.

4.6 Use of Balances 2018119
As part of the Revenue Budget 2018/19 and Savings Proposals the Policy
& Resources Committee also approved a range of operational
improvements and efficiencies and workforce changes which will be
delivered in 2019/20. It is proposed to utilise £0.986 million from the
Councils projected reserves during 2018/19 pending the delivery of these
actions.

5. Balance Required to Balance the Budget

All of the above, as set out within appendix 1, requires an amount of £4.001
million to provide a balanced budget for 2018/19.

6. General Fund Reserves
The Council holds reserves as a contingency against unforeseen events and to
ensure stability on cash flow management. Last year, based on an assessment of
the risk and given the Council's recognised effective financial management, the
level of contingency was reduced to £8 million. This represents some 1.1% of the
planned expenditure budget which is below the typical levels of 2% to 4% across
Scotland. However I am content that given this Council's track record and
financial management that the sum of £8 million remains appropriate.

6.1 Councils also require to hold reserves to support the delivery of their
medium term financial plans. This is provided from the Council's Change
Management Fund. Based on the latest financial projections (as detailed
within Appendix 2) it is anticipated that the closing balance at 31 March
2018 will be £17134 million.

6.2 Given that the Council is looking over a medium term timeframe both in
terms of its anticipated future budget positions and the Council's future
organisational ambitions it would be prudent at this time to retain these
balances for the period ahead.



7. Housing Revenue Account
The Council agreed last year to undertaking an annual review of the formalisation
of the long established historical practise of including the value of the volume
discount in the General Fund budget at E1.650 million. Members are asked to
confirm this treatment for 2018/19.

8. Integrated Joint Board
Social Care Services are planned through a separate organisation which
combines elements of Health and Social Care under the oversight of an
Integrated Joint Board. This body determines the service spending and savings
priorities following the Council and Health Board determination of the level of
resources to be provided.

8.1 The Council's financial planning assumptions are to provide the same level
of base cash resources as currently augmented by the £3.973 million of
resources previously highlighted in section 2.14 and consistent with section
4.2.

9. Areas of Risk and Uncertainty
In preparing a revenue budget, a range of estimates has been made that contain
an element of risk and uncertainty.

9.1 The most significant risk to expenditure relates to the level of future pay
claims for the year ahead. Given the rising expectations in respect of pay,
this will continue to be closely monitored by the Corporate Management
Team. Similarly any developments in relation to equal pay and any
potential future liabilities will continue to be closely monitored.

10. Longer Term Financial Strategy
The budget for 2018/19 will be closely monitored through the financial
management and budgetary processes which are embedded within the Council's
reporting arrangements.
10.1 It is recognised as good practice to plan over a longer medium term outlook

which the Council's Long Term Financial Planning process aids. Whilst it is
difficult to budget in an environment where very late adjustments are
announced the Council should nevertheless have an eye to the future
which this medium term financial planning facilitates.

10.2 Given the anticipated funding gap in future years, including £20.108m for
2019/20, and the level of uncertainty over the continuation of the E10.180
million as identified within section 4.4 earlier, members should consider the
impact of any budgetary proposals for 2018/19 with these factors in mind.

11. Implications

11.1 Financial Impact
The Council is required to set a level of council tax and provide a balanced
budget for 2018/19. Members should reflect upon the future medium term
impact of budget decisions.

11.2 HR/Policy/Legislative Impact
The council, and Elected Members, have legal duties in terms of setting
budgets. Councils are required by law to set a balanced budget each year.
This requirement was established by s108 of the Local Government



(Scotland) Act 1973. Section 108 was repealed by the Abolition of
Domestic Rates etc (Scotland) Act 1987, which was subsequently repealed
by the Local Government Finance Act 1992. Section 93 of the Local
Government Finance Act 1992 provides the modern day equivalent
provision.

11.3 Environmental Impact
None.

11.4 Risk Impact
The risk to the council, and Elected Members, of not setting a balanced
budget for 2018/19 is significant.

12. Measures of success
12.1 The most important measure of success would be ensuring that the council

sets a balanced budget for 2018/19.

Head of Business for Financial Solutions
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2017/18 Base Budget
2017/18 Aggregate External Finance
Council Tax
Use Of Balances

2018/19 Expenditure Requirements
Employee Cost Pressures
Contract Inflation
Strategic Priorities

Directed Expenditure
Early Years Expansion
Integrated Joint Board
Teachers Pay 2017/18 Award
Other Grant reductions

Action Already Taken
Transformation Savings
Base Budget Adjustments approved Feb 2017
Savings approved Feb 2017
Workforce Changes Report approved Jan 2018
Base Budget Adjustments approved Jan 2018

2018/19 Expenditure Budget

Funding Available
Anticipated 2018/19 Aggregate External Finance
Council Tax Base Budget
Council Tax Base Growth

Use of Balance
Approved Base Budget Adjustments to be
delivered 2019/20
Approved Workforce Changes to be
delivered 2019/20

Amount Required to Balance the Budget

Appendix I

Em Em

607.837
130.553

11.000 749.390

8.643
1.950
3.360 13.953

3.914
3.973
1.657

(0.247) 9.297

(2.500)
(3.117)
(3.045)
(0.950)
(7.797)

618.718
130.553

0.973

(17.409)

755.231

750.244

0.946

0.040 0.986

4.001



North Lanarkshire Council Change Management Fund

Balance from 2016/17

Add:
Period 10 Forecast Underspend
Review of Balances from 2016/17

Less:

Organisational Review Phase 3 one−off costs
Contribution to Waste Implementation
Digitisation Business Case Development
One−off Support for 2018/19 Budget
City Deal Revenue Costs (4 years)

Appendix 2

Em £m
10.581

9.105
1.550 10.655

(0.716)
(1.200)
(0.400)
(0.986)
(0.800) (4.102)

Anticipated Change Management Fund as at 31 March 2018 17.134


