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Executive Summary 

The purpose of this report is to provide financial information that enables the Council to set 
its Revenue Budget and Council Tax for 2021/22 and provide indicative Revenue Budget 
figures for financial years 2022/23 and 2023/24. 
 
In line with the framework outlined in the Revenue Resources Budget Strategy, the 
Council’s Medium Term Financial Plan (MTFP), approved by Policy and Strategy 
Committee in October 2020, identified an envisaged 3 year budget gap of £74.270 million, 
with an estimated shortfall of £34.371 million in 2021/22. This forecast has now been 
updated to reflect the draft Local Government Finance Settlement announcement of 1 
February and some revisions to other planning assumptions.  This results in a revised 
2021/22 budget gap at £14.009 million (£24.807 million and £18.092 million for years 
2022/23 and 2023/24 respectively), as outlined at Appendix 3.  
 
With savings of £11.795 million already approved for 2021/22 (£15.775 million for 2022/23) 
and further 2021/22 base budget adjustments of £10.447 million confirmed (£0.208 million 
for 2022/23), the revised forecast for 2021/22 is excess resources of £8.233 million (£8.824 
million and £18.092 million budget gaps for years 2022/23 and 2023/24 respectively), 
subject to further consideration by members.   

 
Members are advised that the budget is presented on the basis that the Council accepts 
the £4.640 million funding from the Scottish Government to freeze Council Tax for residents 
at 2020/21 levels.    

Recommendations 

Members are asked to: 
(a) Note the key movements on financial planning assumptions in relation to 

expenditure and resources at section 2 and 3.  
(b) Note the subsequent impact on the financial outlook for 2021/22 to 2023/24, 

summarised in Appendix 4, which is after accounting for savings approved in 
February 2020, and 2021/22 base budget adjustments outlined in section 5.  

(c) Note the level savings previously approved in relation to 2021/22 to 2023/24 as 
outlined in Appendix 3. 

(d) Note the excess resources for 2021/22 of £8.233 million;  
(e) Confirm the level of Council Tax for 2021/22; 
(f) Agree the general fund contingency reserve as advised by the Head of Financial 

Solutions; 
(g) Agree the continuation of the treatment of volume discount as set out at section 7;   



 

 
1. Background  

 

1.1. The statutory requirements in relation to budget setting are contained within Section 93 
of the Local Government Finance Act 1992.  This is reinforced by CIPFA’s guidance 
which requires that total estimated expenses for the year are at least equal to expected 
funding from grants, Council Tax and other income. In addition, CIPFA’s guidance 
considers best practice to include setting a budget over a longer planning horizon. 
Failure to meet these requirements would result in serious consequences for Council 
operations and individual members. Section 102 of the Local Government (Scotland) 
Act 1973, sets out specific processes 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.  

 
1.2. The COVID-19 pandemic has created significant financial management and financial 

planning challenges for the public sector. These challenges have centred around the 
difficulties in predicting costs associated with the response to and recovery from COVID-
19 and the constantly evolving funding position for both the Scottish Government and, 
by extension, local government. Given these ongoing uncertainties, it is prudent to set 
the Council’s core budget for 2021/22, with COVID-19 funding and costs considered 
when there is greater clarity over cost profiles and funding settlements. 

 
1.3. Members should also note the Scottish Government has indicated that following the UK 

budget announcement on 3 March, the Scottish Budget (including the Local Government 
Finance Settlement) may require to be re-visited.  

 
2. Report  

 
Revenue Expenditure Budget 2021/22 to 2023/24  

2.1. Appendix 1 highlights the updated revenue budget position for 2021/22 to 2023/24.  
 
Adjusted 2020/21 Budget 

2.2. The starting point for determining the revenue budget for 2021/22 is the 2020/21 base 
budget of £827.662 million, which reflects the £821.617 million approved in February 
2020, adjusted for the additional funding of £6.045m arising from finalisation of the 
Scottish Government’s budget for 2020/21 from March 2020.  
 
Expenditure Budget 2021/22 

2.3. The 2020/21 revised base budget has been adjusted to reflect the planning assumptions 
as detailed in the Medium Term Financial Plan (MTFP) 2021/22 to 2025/26 approved at 
Policy and Strategy in October 2020.  A number of these planning assumptions have 
been updated to reflect known changes and additional requirements arising from the 
Local Government Finance Settlement.  
 
 

 

 
The Plan for North Lanarkshire 

Priority  Improve North Lanarkshire's resource base 

Ambition statement (25) Ensure intelligent use of data and information to support fully 
evidence based decision making and future planning 



2.4. The total expenditure budget for 2021/22 reflects additional net expenditure 
requirements totalling £29.901m with the most significant relating to employee costs and 
demand pressures within Adult Social Care. After accounting for Directed Expenditure 
and Ring-Fenced Grant Movements of £5.815m and savings approved in February 2020 
of £11.795m the Council’s revised net expenditure budget requirement for 2021/22 is 
£851.583 million.  Details of updates to planning assumptions are as follows:   

 

2.4.1. Within Adult Health and Social Care, the cost of the real living wage is estimated 
to be £0.646 million less than originally assumed. This reduces the cost pressure 
(inc. pay award) for the Adult Health and Social Care (AHSC) provision to the 
Integration Joint Board (IJB) to £7.761 million.  In addition, the MTFP assumed 
£5.000 million of funding would be provided in the Local Government Finance 
Settlement to pass on to the IJB.  However, as highlighted in paragraph 3.1.1 
below, £3.814 million of additional funding has been confirmed.  Therefore, total 
additional funding from the Council in support of IJB is £3.947 million. 
 

2.4.2. Following the decision of Policy and Strategy Committee in December 2020 to 
delay the implementation of car parking charges, an additional cost pressure of 
£0.547 million is now reflected.  

 

2.4.3. In addition, the £2.919 million funding to employ probationary teachers, together 
with the £4.290 million for COVID recovery costs, have been removed from this 
core budget, both of which will be reflected in the COVID-19 recovery plan 
outlined in 1.2 above.  An assumed recurring benefit of £1.000 million has been 
included in relation to funding flexibilities offered by Scottish Government in 
support of COVID-19 financial pressures, although statutory guidance confirming 
this is awaited from Scottish Government. 

 

2.4.4. The MTFP assumptions around resourcing available through the Community 
Investment Fund (CIF) have been updated to reflect the revised scenarios 
presented to Policy and Strategy Committee in December 2020. It should be 
noted this budget is presented on the basis that the Council accepts additional 
resources of £4.640 million from Scottish Government in support of a freeze on 
Council Tax and that 1% of this funding will be set aside to fund CIF programme, 
in line with previously agreed plans. 

 

2.4.5. The Local Government Finance Settlement includes a net increase in ring fenced 
and directed resources of £5.815 million. This includes additional ring fenced 
grant funding of £3.933 million for the delivery of Early Learning and Childcare 
provision and an overall reduction of £0.277 million in other ring fenced grants in 
relation to Criminal Justice Social Work (£0.107 million), and Pupil Equity 
Funding (£0.170 million).  In addition, adjustments totalling £2.159 million have 
been made to direct funding, primarily reflecting the estimated funding for 
Teachers Induction Scheme (£1.264 million) and net movement in Discretionary 
Housing Payments (£0.774 million).  

 

2.5. Members will be aware that full Non Domestic Rates relief will be granted in 2021/22 for 
retail, hospitality and leisure sectors. The Council continues to clarify whether this will 
be applicable to facilities operated by the Council, including sports centres and 
museums. Scottish Government has indicated clarification will be provided, particularly 
around any potential state aid implications, during March 2021.  Should there be a one-
off benefit to the Council as a result of this, the financial impact will be advised in due 
course. 
 



 
 

3. Available Resources 

3.1. Resources available to the Council in setting its 2021/22 budget total £849.369 million, 
as set out below and detailed in Appendix 1.  
 

3.2. The draft Local Government Finance Settlement published on 1 February 2021 details 
the level of grant available to the Council for 2021/22.  The Scottish Government has 
indicated the grant offer contains a number of shared priorities including: 

 

 an additional £90 million available to compensate councils who choose to freeze 
their Council Tax at 2020/21 levels.  This equates to an increase in Council Tax of 
around 3% or £4.640 million. 

 support to both maintaining the pupil teacher ratio at a national level and ensuring 
that places are provided for all probationers who require one under the Teacher 
Induction Scheme. 

 a requirement to allocate Integration authorities additional funding to their 2020/21 
recurring budgets for social care services that are delegated.  Meaning that local 
authority social care budgets to Integration Authorities must be £72.600 million 
greater than 2020/21 recurring budgets; £3.814 million for NLC.   

 

3.3. It is anticipated the level of government grant (Aggregate External Finance) for 2021/22 
will be £697.119 million, which includes assumptions on undistributed funding of £5.946 
million and £4.640 million funding to support a freeze Council Tax as outlined above.  It 
should be noted that Scottish Government have not confirmed if the £4.640 million will 
be baselined in 2022/23.  Excluding additional ring fenced and directed resources, core 
revenue funding has increased by £6.438 million (1%) compared to 2020/21, with a 
further £3.814 million received for adult social care, resulting in a total increase in funding 
of £10.252 million.   
 

3.4. Income from Council Tax is forecast to remain at £151.250 million with an additional 
£1.000 million anticipated to be raised through natural growth in housing stock.  As 
indicated in paragraph 2.4.4, as a result of the economic uncertainties caused by the 
COVID-19 pandemic, further ambition growth is no longer assumed for 2021/22 for CIF.  
This reflects the assumptions of the updated Community Investment Fund position 
reported to Policy and Strategy Committee in December 2020. 

 
4. Budget Gap  

4.1. The overall resources outlined above equate to £849.369 million compared with an 
expenditure budget for 2021/22 of £851.583 million, which results in a shortfall of £2.214 
million, as highlighted in Appendix 1. This gap is offset by further action taken in relation 
to operational improvements, efficiencies and Council Committee decisions, equating to 
£10.665 million of base budget adjustments, of which £10.447 million can be delivered 
in 2021/22 and £0.208 million in 2022/23.  Further details are provided in Appendix 2. 
 

5. 2021/22 Budget Position 

5.1. As highlighted in Appendix 1, once the base budget adjustments and previous action to 
approve advance savings are taken into account, there is budgeted excess resources 
of £8.233 million for 2021/22.   
  

5.2. This position is primarily as a result of the proactive efforts required by the Council’s 
budget strategy to strengthen financial sustainability by considering budget setting 
across a rolling three year financial period.   
 



5.3. Appendix 3 provides an update on the Council’s Financial Outlook for 2022/23 and 
2023/24; highlighting anticipated budgets gaps of £8.824 million and £18.092m 
respectively. In line with the principles approved in the Revenue Resources Budget 
Strategy, it is recommended that members give careful consideration to the use of the 
£8.233 million excess resources, primarily on a one-off basis, and ensure that decisions 
are prudent, affordable and sustainable, especially given the forecast financial 
challenges facing the Council in 2022/23 and 2023/24.   

 
6. General Fund Reserves  
6.1. The Policy and Strategy Committee in January 2020 approved a Reserves Policy which 

sets out the types of reserves held by the Council, establishes procedures for their 
governance and outlines the approach to be taken in determining the appropriate 
reserve levels held by the Council.  The policy provides guidelines which ensure 
reserves are established and managed in a way that safeguards long term financial 
sustainability and supports good financial management, allowing the Council to balance 
current obligations whilst preparing for future commitments and financial risks. 
 

6.2. Within the General Fund Reserve, a Contingency Fund is maintained. This is held for 
unexpected events or emergencies. Based on previous assessments of risk facing the 
Council, the level of contingency has been set at £8.000 million over recent years.  Given 
the Council’s track record of effective financial management it is recommended that the 
sum of £8.000 million remains appropriate for 2021/22.  

 

6.3. The Council also maintains a Change Management Fund (CMF) to support future 
budget pressures, one-off costs of approved savings, and transformation initiatives, 
whilst ensuring the Council has a strategic plan that is prudent, affordable and 
sustainable in the medium to longer term.   

  

6.4. Based on the latest financial projections it is anticipated that the CMF opening balance 
at 1 April 2021 will be £22.042 million, as detailed in Appendix 4. However as indicated 
the change costs arising from previously approved savings will significantly reduce this 
balance during 2021/22 and 2022/23.  The forecast at Appendix 4 also includes other 
estimated movements in CMF primarily in relation to one-off costs to support future 
budgets and increases which reflect the draw down from the capital fund.  Appendix 4 
demonstrates the CMF is currently forecast to be at sufficient level to meet forecast 
requirements to the end of 2023/24.  
 

6.5. Given the Council is looking over the medium term timeframe both in terms of its 
anticipated future budget positions and the Council’s future organ isational ambitions, it 
is essential that the Council takes a prudent approach at this time to retain these 
balances for the period ahead.  This position will continue to be updated as part of the 
regular budget monitoring reports. 

 

7. Housing Revenue Account 
7.1. The Council agreed last year to include the value of the volume discount in the General 

Fund budget at £1.9 million in relation to the Council’s partnership with Mears Scotland 
LLP.  Members are asked to confirm this treatment for 2021/22. 
 

8. Areas of Risk and Uncertainty 

8.1. As always, in preparing the Revenue Budget, estimates have been made that contain 
an element of risk and uncertainty.  As outlined in 1.2 above the impact of the COVID-
19 pandemic adds additional risks and uncertainties.  It is currently too early to forecast 
the financial impact of the pandemic on this budget with any degree of certainty.   
 



8.2. It should be noted that this budget provides for an average pay award of 2%. However, 
there is uncertainty around this position with pay negotiations still at a very early stage. 

 

8.3. The grant settlement received by the Council on 1 February 2021, may be subject to 
change as the Finance Budget Bill progresses through Parliament with approval of the 
Local Government Finance Order expected to conclude on 10 March 2021. The Finance 
Budget Bill will be presented to Parliament for debate and approval between the 25 
February and the 9 March. In the event that further funds are received as a result of this 
process, they should be considered alongside COVID-19 funding as described in 
Section 1.2 above. 

 
9. Equality and Diversity 
9.1 Fairer Scotland Duty 

 There are no specific impacts to note.  
 
9.2 Equality Impact Assessment  

 Services are currently undertaking these assessments and further information is 
available as required.    

 
10. Implications 
10.1 Financial Impact 

 The Council is required to set a level of Council Tax and provide as a minimum a 
balanced budget for 2021/22.  Members should reflect upon the future medium term 
impact of budget decisions.   

  
10.2 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 requirements 
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 193 of 
the Local Government Finance Act 1992 provides the modern day equivalent 
provision.  

 
10.3 Environmental Impact 

 There is no environmental impact to note.  
 
10.4 Risk Impact  

 The risk to the Council and Elected Members of not setting a balanced budget is 
significant.   

 
11. Measures of success 

11.1 Ensuring that the Council sets a balanced budget for 2021/22 
 

12. Supporting documents  

12.1 Appendix 1 North Lanarkshire Council Revenue Budget 2021/22 
 Appendix 2 Base Budget Adjustments 2021/22 
 Appendix 3 Updated Financial Outlook across 3-year planning period 
 Appendix 4 North Lanarkshire Council Change Management Fund  
 

 
Elaine Kemp 

Head of Financial Solutions  



 

Appendix 1

North Lanarkshire Council Revenue Budget 2021/22

£m £m

Adjusted 2020/21 Budget

2020/21 Base Budget 821.617

In year adjustment 6.045 827.662

2021/22 Net Expenditure Requirements

Employee Cost Pressures 8.500

Adult Health & Social Care 7.761

Contract Inflation 1.593

Non-Domestic Rates 4.650

Business Transformation 2.000

Other Cost Pressures 7.052

Strategic Priorities 1.390

Reversal of 20/21 one-off COVID contingency funding (3.045) 29.901

Directed Expenditure & Ring Fenced Grant Movements

Early Years & Childcare Provision (Ring Fenced) 3.933

Other Ring Fenced Grants (0.277)

Other Directed Spend 2.159 5.815

Action Already Taken

Savings Approved in February 2020 (11.795) (11.795)

Expenditure Budget 2021/22 851.583

Funding Available:

Anticipated 2021/22 Aggregate External Finance 697.119

Council Tax Base Budget 151.250

Council Tax Base Growth 1.000

849.369

Budget Gap/(Excess) 2.214

Base Budget Adjustments 2021/22

Loan Debt Reprofiling (10.000)

Other Base Budget Adjustments (0.447) (10.447)

Budget Gap/(Excess) 2021/22 (8.233)

Revised Estimated Budget Gap

2022/23 8.824

2023/24 18.092

2021/22 Available Resources (based on SG proposed Council Tax 

Freeze position)



 

 

 

Appendix 2

Base Budget Adjustments

2021/22 2022/23 2023/24 Total

£m £m £m £m

Loan charges re-profiling review 10.000 0 0 10.000

Restructure of senior management team 0 0.208 0 0.208

Redesign of fleet maintenance services 0.149 0 0 0.149

Reduced energy costs from installation of energy efficient street lighting 0.040 0 0 0.040

Review of management structures within Enterprise & Communities 0.258 0 0 0.258

10.447 0.208 0 10.655



 

 

 

 

 

Appendix 3

21/22

£m

22/23

£m

23/24

£m

Total

£m

Gap per Medium Term Financial Plan 34.371 21.807 18.092 74.270

Movements in funding and other assumptions;

Grant resources (17.752) 0.000 0.000 (17.752)

Council Tax (0.140) 0.000 0.000 (0.140)

Net movements in Cost Pressures (2.470) 3.000 0.000 0.530

Adjusted Gap 14.009 24.807 18.092 56.908

Advance Action:

Savings approved February 2020 (11.795) (15.775) (27.570)

Base Budget Adjustments 2021/22 (10.447) (0.208) (10.655)

Budget gap/ (excess) (8.233) 8.824 18.092 18.683

Updated Financial Outlook 



 

 

 

Appendix 4

North Lanarkshire Council Change Management Fund 

£m £m £m £m £m £m £m £m

Opening CMF 8.614 22.042 15.124 5.000

Less: Known Commitments

Enterprise Strategic Commerical Partnership (0.412) 0 0 0

One off Costs of Approved Savings 0.000 (0.412) (9.850) (9.850) (7.624) (7.624) 0 0

Add:

Drawdown from Capital Fund 1.154 2.932 1.000 1.000

Earmarked Management Action 2020/21 12.614 0 0 0

Release from Earmarked Reserves 0.072 13.840 0 2.932 0 1.000 0 1.000

Less: Estimated Future Commitments

Indicative one off Costs 0.000 0 (3.500) (3.500) (6.000) (6.000)

Anticipated Closing CMF Balance 22.042 15.124 5.000 0

2020/21 2021/22 2022/23 2023/24


