PERTH AND KINROSS COUNCIL
12 February 2015
REVENUE BUDGET 2015/16

Report by the Head of Finance

15/36

PURPOSE OF REPORT:

This report recommends that the Final Revenue Budget for 2015/16 be determined
by updating the Provisional Revenue Budget for 2015/16, which was previously
approved by Council on 13 February 2014 (Report No. 14/44 refers). The report
also requests that the Council determines the Final Council Tax for 2015/16.

1. BACKGROUND

1.1  On 8 October 2014 the Council approved the update of the Medium Term
Plan (Report No. 14/433 refers) which revised the previous Plan and
considered future funding levels over the short to medium term for Perth and
Kinross Council. The report set out how the Council intended to update the
2015/16 Provisional Revenue Budget and develop the Revenue Budget

beyond 2015/16. The report also provided an update on the Council’'s Capital

Budget, Housing Revenue Account and Reserves position.
2. LOCAL GOVERNMENT FINANCE SETTLEMENT
2.1 Local Government Finance Settlement
2.1.1 Local Government Finance Circular 9/2014, which was issued by the Scottis

Government on the 11 December 2014, included the proposed Local
Government Finance Settlement for financial year 2015/16 at individual

h

Council level. The full Finance Circular is set out in Appendix 1 to this report.

2.1.2 The Circular confirmed that for individual Councils to access the full amount
the financial package, the Government will require each local authority to
agree to the full list of commitments contained within the package.

2.1.3 The commitments (“the offer”) required by the Scottish Government which

of

were set out in the letter from the Cabinet Secretary for Finance, Employment

and Sustainable Growth of 9 October 2014 are summarised below.
A Council Tax freeze for 2015/16;

Securing places for all probationers who require one under the teacher
induction scheme.
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2.1.4 On 4 February 2015 the Depute First Minister and Cabinet Secretary for
Finance, Constitution and Economy provided further information in relation to
teacher numbers. He announced a further £10,000,000 of funding across
Scotland for those Councils “who commit to maintain teacher numbers”. This
Is in addition to the £41,000,000 that had been previously allocated to this
commitment.

2.1.5 The Depute First Minister and Cabinet Secretary for Finance, Constitution and
Economy also confirmed that a share of the total funding (£51,000,000) would
only be made available to Councils on an individual basis if they are prepared
to sign up to a clear commitment to protect teacher numbers. Perth and
Kinross Council’s share of the £41,000,000 is estimated at approximately
£1,025,000 (which has already been distributed and is included in the 2015/16
Provisional Revenue Budget). At this time the Council awaits further
information on how the £10,000,000 of additional funding will be distributed
but for the purposes of preparing the 2015/16 Provisional Revenue Budget it
has been assumed that this will amount to approximately £205,000.

2.1.6 For 2015/16 those Councils who do not intend to take up the offer and agree
the full package of measures set out in the letter of 9 October 2014 are
required to write to the Depute First Minister and Cabinet Secretary for
Finance, Constitution and Economy setting out the reasons why they do not
wish to comply by no later than 11 March 2015. Further guidance on how the
Council agrees to the announcement on 4 February 2015 in relation to
teacher numbers is awaited.

2.1.7 ACTION: the Council is asked to agree to the terms of the letter from the
Cabinet Secretary for Finance, Employment and Sustainable Growth’s dated
9 October 2014 and to the commitment on maintaining teacher numbers set
out on 4 February 2015 by the Depute First Minister and Cabinet Secretary for
Finance, Constitution and Economy.

2.1.8 The Provisional Revenue Budgets for 2015/16 has been constructed to
include cost pressures and savings arising from the settlement offer and on
the assumption that the Council is not subject to the hold back mechanism.
Under the terms of the offer the Council Tax for Perth and Kinross will remain
frozen for the eighth consecutive year in 2015/16 at a Band D equivalent level
of £1,158.

2.1.9 The Council has received natification from Scottish Water that water and
waste water charges for 2015/16 will increase by 1.6%.

2.1.10 Assuming a Council Tax freeze, the Band D equivalent charge in 2015/16
including Scottish Water charges will be £1,575.33, an increase of £6.48
(£1,568.85 in 2014/15), which represents an increase of 0.4%.

2.2 Total Revenue Funding and Funding Assumptions included within the
Provisional Revenue Budget for 2015/16

2.2.1 Based on Finance Circular 9/2014 the total revenue funding being made
available by the Scottish Government to Perth and Kinross Council in 2015/16
Is £243,497,000 (see table below).
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2.2.2

2.3

2.3.1

2.3.2

3.1

3.1.1

3.2

3.21

Scottish Government Grant Funding - Perth and Kinross Council
Finance
Circular
9/2014
(Dec-14)
2015/16
£'000
General Revenue Funding 182,069
Ring-Fenced / Other Revenue Grants 80
Non Domestic Rate Income 61,348
Total Revenue Funding 243,497

The funding levels announced for the Council in Finance Circular 9/2014 were
in line with expectations included in the 2015/16 Provisional Revenue Budget,
both in terms of assumptions made on distributional changes and the
Council’s share of new funding.

Non Domestic Rates

Finance Circular 9/2014 confirmed that the increase in the Non Domestic
Rate poundage for 2015/16 will be restricted to 2%. Based on a rate of 47.1
pence per £ of rateable value in 2014/15, it is anticipated that the 2015/16 rate
will be 48.0p although this is yet to be confirmed. The Circular also confirms
that the Large Business Supplement for 2015/16 will increase in line with rate
adopted in England.

The Finance Circular also contains details of the revised Business Rates
Incentivisation Scheme and includes targets for 2014/15 and provisional
targets for 2015/16.

PROVISIONAL GENERAL FUND REVENUE BUDGET 2015/16
Background

In updating the Medium Term Financial Plan on 8 October 2014, the Council
approved the setting of a one year revenue budget for 2015/16 (Report No.
14/433 refers). This decision was based on the significant uncertainties
facing the Council over the medium term and the fact that the Council only
has financial settlement information from the Scottish Government for
2015/16.

Process for Updating the Provisional Revenue Budget for 2015/16

The process for updating the Provisional Revenue Budget for 2015/16 was
summarised in the Update of the Medium Term Financial Plan which was
considered by the Council at its meeting on 8 October 2014 (Report No.
14/433 refers).



3.2.2

3.2.3

3.24

3.25

3.3

3.3.1

3.3.2

3.3.3

The starting point for updating Service revenue budget submissions for
2015/16 is the Provisional Revenue Budget approved on 13 February 2014
(Report No 14/44 refers) updated for the impact of subsequent Council
decisions.

Each Service has prepared an Executive Summary detailing anticipated
expenditure pressures arising subsequent to the approval of the 2015/16
Provisional Revenue Budget with proposed compensating savings to contain
these pressures. This document shows movements from the original
approved Provisional Revenue Budget for 2015/16. These Executive
Summaries were issued to all Council Members on 15 December 2014.
Updated Executive Summaries are attached at Appendix 5 to this report.

The Provisional Revenue Budget 2015/16 is predicated on maintaining the
same levels of service delivery reflected in the Provisional Revenue Budget
approved in February 2014 (Report No 14/44 refers) with the exception of the
specific issues identified within this report or in the Revenue Budget
Executive Summaries contained at Appendix 5.

In updating Executive Summaries, Services were required to assess and
document the potential impact of expenditure pressures (where applicable)
and compensating savings in relation to the following criteria:

e Workforce — including information on numbers of employees affected,
vacancies, staff turnover and fixed term contracts.

e Customers — including information on the effect on all
customers/stakeholders (both external and internal).

e Outcome & Performance. — identifying any significant impact on the Single
Outcome Agreement and/or Service Business Management and
Improvement Plans.

e Equalities/Diversity — ensuring that any statutory equalities issues are
considered.

The Provisional Revenue Budget 2015/16

The updated Provisional Revenue Budget for 2015/16 is detailed by Service
in Appendix 2 to this report.

The Provisional Revenue Budget for 2015/16 that was set on 13 February
2014 allocated all the available headroom (Report No. 14/44 refers). This
position was confirmed in the update of the Medium Term Financial Plan to
Council on 8 October 2014 (Report No. 14/433 refers).

However, this position has been updated since approval of the Medium Term
Financial Plan on 8 October 2014 with the movements in the available
headroom within the Provisional Revenue Budget summarised in the following
table.



3.34

3.3.5

3.3.6

3.3.7

3.3.8

3.3.9

Summary of Movements in Available Recurring Headroom
2015/16
£000
Available Recurring Headroom - 13 February 2014 0
Changes in Employer's Superannuation Contributions
- Tayside Pension Fund 849
- Teacher's Pension Fund -724
Council Tax Growth 500
Settlement Adjustments 321
Teacher Numbers - anticipated income from
Scottish Government 205
Reinstate Saving in relation to Teacher Numbers -205
Revised Available Recurring Headroom 946

The changes in the level of available headroom have come about as follows.

On 20 January 2015 the Council received formal notification of a reduction of
1% in the employer’s superannuation rate from 1 April 2015 — this generates
recurring headroom of £849,000.

On 16 December 2014 COSLA confirmed an increase in the rate of teachers’
pension scheme employer contributions of 2.3% (14.9% to 17.2%) from 1
September 2015. This results in an additional cost of £724,000 in 2015/16
rising to £1,241,000 in the first full year (2016/17) following implementation.

Following a review of the number of Council Tax “Band D Equivalent”
properties there is scope to increase the number of properties assumed in
setting the budget. For 2015/16 it is proposed that £500,000 of additional
income can be achieved (432 properties).

A number of miscellaneous adjustments to the Settlement including funding in
relation to the former Police functions have identified a further £321,000 of
headroom.

On 4 February 2015 the Scottish Government announced a further
£10,000,000 of funding in relation to teacher numbers - further information on
the distribution of this additional funding is still awaited. However for the
purposes of setting the 2015/16 Provisional Revenue Budget and in order not
to place at risk the Council’s share of the total funding towards teacher
numbers (£51,000,000) set out at paragraph 2.1.5, the 2015/16 Provisional
Revenue Budget has assumed income of £205,000. This assumption allowed
the Council to reinstate the saving in the 2015/16 Provisional Revenue Budget
in relation to teacher numbers that was originally approved in February 2014.

3.3.10 This results in recurring headroom of £946,000 being available to the Council.

3.3.11 The Executive Officer Team has developed a number of proposals to utilise

the headroom for consideration by Members as follows.
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3.3.12 The 2015/16 Provisional Revenue Budget approved in February 2014
established the practice of linking growth in the Council Tax base to the
pressure on the Loan Charges budget. Itis proposed that this is continued
with the additional £500,000 growth in Council Tax income identified at 3.3.7
above being added to the Loan Charges budget to support future investment
in infrastructure. The Composite Capital Budget 2015-2023, which is on the
agenda for this special meeting of Council (Report No. 15/37 refers), provide
more information on the additional expenditure of £58,085,000 that has been
approved by the Council over the last two years.

3.3.13In terms of Planning and Regeneration it is proposed that £60,000 is applied
to mainstream the Events Officer post and £60,000 is applied to build capacity
in relation to the work on the “City Deal” project as part of the Cities Alliance.

3.3.14 There are a number of pressures within Corporate IST including inflation,
capacity and continuing to meet the needs and expectations of the public,
elected members and staff. To that end it is proposed that £100,000 is added
to the IT budget going forward.

3.3.15 These proposals are included in the 2015/16 Provisional Revenue Budget
which is set out in Appendix 2.

3.3.16 After taking account of the headroom and corporate expenditure pressures
identified above there is £426,000 available to the Council for 2015/16.

3.3.17 Assuming the funding levels notified by the Scottish Government for 2015/16,
and freezing the Council Tax at 2014/15 levels the Provisional Net Revenue
Budgets for 2015/16 is estimated at £331,466,000 (assuming the application
of all the available recurring headroom in 2015/16).

3.3.18 The Council is reminded that the Provisional Revenue Budgets, as set
out in Appendix 2 to the report, and the unallocated resources identified
in Appendix 3, are based upon the assumption that all of the
expenditure pressures and all of the compensating savings within the
Executive Summaries attached as Appendix 5 to the report are

approved.

3.3.19 The Provisional Revenue Budgets have been prepared based upon the
information currently available, both in terms of financial resources and
anticipated Service delivery pressures. The analysis reflects the judgement of
the Council Officers concerned and has been reviewed by the Council’s
Executive Officer Team. There is, however, a risk that these assumptions
may require to be reviewed in due course as part of the ongoing monitoring of
the Council’s expenditure.

3.3.20 Movements between the 2015/16 Provisional Revenue Budget approved in
February 2014 and the Update 2015/16 Provisional Revenue Budget are
summarised in Appendix 4.



3.4

3.4.1

3.4.2

3.4.3

3.5

3.5.1

3.5.2

3.5.3

3.54

3.55

Revenue Budget Flexibility

The Council has an approved Revenue Budget Flexibility Scheme (Report No.
01/306 refers) which allows certain Service under and over spends from one
financial year to be carried forward to future financial years.

The proposed use of Revenue Budget Flexibility (£5,273,000) is reflected
within the Updated Provisional Revenue Budget for 2015/16 and set out in
Appendix 3 to the report.

ACTION: The Council is requested to approve the use of Revenue
Budget Flexibility as set out in Appendix 3 to the report.

Medium Term Financial Plan

The Council’s Medium Term Financial Plan places the development of
budgetary strategy in the context of delivering the Council’s key outcomes and
considers the financial and process risks considered in the management of
the Council’s finances (Report No. 14/433 refers). The Medium Term
Financial Plan is subject to regular review and the updated plan will be
submitted, in due course, to a future meeting of the Council for further
consideration.

The key elements of the Medium Term Financial Plan, in addition to the
General Fund Revenue Budget, are summarised below.

Composite Capital Budget

In setting the 2015/16 Final Revenue Budget the Council is approving the
amount available to support current and future borrowing.

The Composite Capital Budget 2014/15 — 2020/21 was the subject of a
separate report to the Strategic Policy and Resources Committee on 11
February 2015 (Report No. 15/35 refers). In addition the Council will also
consider proposals in relation to the Composite Capital Budget for financial
year 2021/22 and 2012/23 at this special meeting of the Council (Report No.
15/37 refers). Specifically the report outlines proposals for progressing
business cases for 2020/21, 2021/22 and 2022/23 to maintain a seven year
programme which will be reported to Council in February 2016.

General Fund Reserves Strategy

The strategy under-pinning the use of the Council’s General Fund Revenue
Reserves is an integral part of the development of both the Revenue and the
Composite Capital Budget. The Reserves Strategy is the subject of a
separate report to this special meeting of the Council (Report No. 15/38
refers).



3.5.6

4.1

41.1

4.1.2

4.1.3

4.2

42.1

4.2.2

5.1

5.2

Housing Revenue Account

The final Housing Revenue Account (HRA) Revenue Budget for 2015/16 and
Five Year Capital Investment Programme and Rent Strategy to 2019/20 were
approved by the Housing and Health Committee on 28 January 2015 (Report
No. 15/50 refers). The Committee approved the recommendation of an
average weekly rent increase of £2.00 per week (3.2%) in accordance with
the requirements of the Council’s approved Housing Business Plan including
supporting investment in new council housing.

ASSUMPTIONS ON COUNCIL TAX COLLECTION RATES AND COUNCIL
TAX BASE

Council Tax Collection Rate

It is recommended that the current budgeted collection rate of 97.5% be
maintained in determining the 2015/16 Final Revenue Budget. This target,
whilst challenging, is supported by the Council’s collection performance over
recent years and represents a realistic budgeted collection rate.

The level of Council Tax recovered in the year of billing was 97.2% in 2013/14
(the latest audited statistics), but it takes on average a further 6 years to reach
or exceed a collection level of 97.5%. The Council remains committed to
sustaining and improving performance in respect of all its income recovery
activities.

It should, however, be noted that there is a risk of reduced collections levels
due to the challenging economic environment; changes in legislation in
relation to debt recovery; Welfare Reform and changes to the Benefits
System.

Council Tax Base

The number of chargeable dwellings at Band D equivalent for Council Tax
purposes (after adjusting for assumed non-collection of 2.5 %) — the Council
Tax base — is estimated to be 62,393 in 2015/16.

The Council’s tax base has been reviewed, based upon an analysis of recent
trends, and adjusted for anticipated growth in the number of dwellings as well
as increases in the number of discounts and exempt dwellings.

WORKFORCE PLANNING

The Council has continued its successful track record of reducing the size of
its workforce. This has been achieved using workforce planning measures
which include vacancy management, fixed term contracts and non-filling of
vacancies arising from turnover, including retirements and voluntary
severance. These measures are now well-embedded within the Council and
will continue.

The Council continues to transform and modernise its services as part of the
public service reform agenda and to meet the challenges associated with
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5.3

6.1

6.2

6.3

6.3.1

6.3.2

6.3.3

reduced funding and growing service demand. Work is underway to update
the Council’s Transformation Programme later this year. These preparations
include an assessment of the workforce implications of any changes in
service delivery which, in turn, will shape our workforce planning and
management measures in future.

Our approach is based on a business-workforce dialogue framework which
uses as its starting point the local outcomes and priorities set out within the
Corporate Plan. It then consider choices about the Council’s role in service
delivery, plans for service redesign and transformation, delivery models,
organisational culture, leadership and change management, workforce
demand and workforce supply. This process will help identify the skills and
attributes we require in future and inform the updating of our workforce plans.

RISK ASSESSMENT

Determining the Revenue Budget requires consideration of the strategic,
operational and financial risks potentially facing the authority. Both the
uncertainty of future events and resource constraints make it impractical to
mitigate against all potential risks. In developing a medium term financial plan,
the Council must also be aware of the sustainability of its expenditure
proposals. Significant risks, which are of relevance in determining the
Revenue Budget, are outlined below.

The General Fund Reserves Strategy is integral to supporting the Council’s
approach to the management of financial risk. The following comments on
the most significant risks identified in preparing the Revenue Budget require
to be considered in conjunction with the Reserves Strategy which is the
subject of a separate report to this special meeting of the Council (Report No
15/38 refers).

Funding Levels in Future Years

As outlined in the Update of the Medium Term Financial Plan, presented to
the Council on 8 October 2014 (Report No. 14/433 refers), the potential for
cash and real terms reductions in future funding beyond financial year
2015/16 is considered to represent a significant risk in the management of the
budget over the medium term. However, it is very difficult to estimate the
probability of various levels of reduction with any certainty. The magnitude of
the reduction will be influenced by many aspects of the wider economic
climate and UK and Scottish Government policies. In view of this, the Council
is advised to consider maintaining a prudent approach in applying revenue
budget headroom when determining future years’ revenue budgets.

In addition there is the possibility that the Barnett formula will be revisited in
the medium term. A review of this could have an impact on the level of
funding available to the Council.

Once inflation is included these factors may result in significant real terms
reductions in funding to the Council over the medium term at a time of rising
demand for Council services.
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6.3.4

6.4

6.4.1

6.4.2

6.4.3

6.5

6.5.1

6.5.2

6.5.3

6.6

6.6.1

6.6.2

6.6.3

In view of this, the Council is advised to consider a prudent approach in
applying unallocated budgeted resources towards recurring expenditure
proposals in the 2015/16 Provisional Revenue Budget.

Current Economic Climate

There is a risk that both the Council’s capacity to generate income, and the
expenditure it incurs in meeting demand for its Services, may be less
predictable in the current economic climate.

In terms of income generation, there is a continued risk that Council Tax
collection levels, commercial rental income and other areas of income
generated by the Council may be further affected.

The economic climate may also increase demand for and expenditure on
Council services. This risk will require to be managed within the Council’s
available resources.

Welfare Reform

At this time it is not possible to fully estimate the timing and potential total
financial impact on Council Services and budgets of Welfare Reform with any
accuracy.

There is limited information in relation to the implementation of Universal
Credit locally. The Department of Work and Pensions have indicated that the
roll out of Universal Credit for all local authorities will take place during
2015/16. However it is anticipated that the implementation will take place
incrementally and that initially this will involve a small number of less complex
cases locally.

The Medium Term Financial Plan assumes a financial pressure of £1,500,000
in 2016/17 relating to the impact of Welfare Reform. Should this assumption
require to be revised in advance of that date updates will be provided to the
Strategic Policy and Resources Committee.

Pay Award / Employers Costs

The 2015/16 Provisional Revenue Budget contains a pay award assumption
of 2% for all staff groups.

The Trade Unions (both teaching and single status staff groups) have
submitted pay claims that are significantly in excess of this assumption.
However the negotiation process has only recently commenced. There is,
therefore, a risk that the outcome of national pay negotiations differs from
these assumptions which could have a significant financial impact upon the
Council. Should this assumption be different from the final pay awards,
updates will be provided to the Strategic Policy and Resources Committee.

Despite the recent reductions in the levels of Consumer Price Inflation (CPI) it
Is anticipated that there may continue to be pressure on pay inflation following
a number of years of pay restraint on staff groups.
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6.6.4

6.6.5

6.6.6

6.6.7

6.7

6.7.1

7.1

7.1.1

7.1.2

7.1.3

There is still significant uncertainty in relation to the proposed changes In
Employers National Insurance contributions from April 2016. National
Insurance Contributions (NIC) are levied on employees and employers.
Employees that have paid NIC are entitled to a flat rate state pension, this is
often referred to as the “old age pension”, and a State Earnings Related
Pension (SERP), which is a top up to the flat rate state pension and is based
on earnings over a proportion of the employees working life.

From 6 April 2016, the reduced rate of NICs in respect of “contracted out”
employees will be removed and all NICs will revert to the full rate. This will
result in a significant increase in costs for the Council from 2016/17 of
approximately £3.5 million. It will also impact on employees and, therefore,
potentially on pay negotiations. Itis not yet clear whether there will be any
recognition of the increased costs in future local government finance
settlements.

In addition it is anticipated that employer’s contributions towards Teacher’s
superannuation costs will rise by 2.3% on 1 September 2015. This results in
additional costs of c£724,000 in 2015/16 rising to c£1,242,000 in 2016/17 (full
year of increased rates).

The Scottish Government and COSLA are working with partners to explore
how to improve wage levels in the social care sector. Negotiations are at an
early stage and at present there is limited information on what this means for
the Council.

Inflation

There is a risk that levels of Service specific inflation exceed budgeted
provisions and that levels of general inflation cannot be contained within
existing resources as is currently assumed within the Provisional Revenue
Budgets.

CONCLUSION AND RECOMMENDATIONS
The Council is requested to:

Approve the Updated 2015/16 Provisional Revenue Budget as set out in
Appendix 3 to the report.

Agree to the terms of the letter from the Cabinet Secretary (Finance and
Sustainable Growth) dated 9 October 2014 and the announcement on
maintaining teacher numbers by the Depute First Minister and Cabinet
Secretary for Finance, Constitution and Economy on 4 February 2015 as set
out in Section 2 of this report.

Determine the Final Revenue Budget and Council Tax for financial year
2015/16.
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7.1.4 Approve the carry forward of resources from 2014/15 into 2015/16 and future
years under the terms of the Revenue Budget Flexibility scheme as set out in
Appendix 3 to the report.

Author(s)

Name Designation Contact Details

Scott Walker Chief Accountant swwalker@pkc.gov.uk
01738 475515

Approved

John Symon Head of Finance 5 February 2015

If you or someone you know would like a copy of
this document in another language or format,
(on occasion only, a summary of the document
will be provided in translation), this can be arranged
by contacting (Scott Walker — 01738 475515)

B84  Council Text Phone Number 01738 442573
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ANNEX

1. IMPLICATIONS, ASSESSMENTS, CONSULTATION AND
COMMUNICATION

Strategic Implications Yes / None

Community Plan / Single Outcome Agreement None

Corporate Plan Yes

Resource Implications

Financial Yes

Workforce Yes

Asset Management (land, property, IST) Yes

Assessments

Equality Impact Assessment Yes

Strategic Environmental Assessment Yes

Sustainability (community, economic, environmental) Yes

Legal and Governance None

Risk None

Consultation

Internal Yes

External None

Communication

Communications Plan None

1. Strategic Implications

1.1. Corporate Plan

1.1.1. The Council’s Corporate Plan 2013 — 2018 lays out five outcome focussed
strategic objectives which provide clear strategic direction, inform decisions at
a corporate and service level and shape resources allocation. They are as
follows:

() Giving every child the best start in life;
(i) Developing educated, responsible and informed citizens;
(iif) Promoting a prosperous, inclusive and sustainable economy;
(iv) Supporting people to lead independent, healthy and active lives; and
(v) Creating a safe and sustainable place for future generations.
1.1.2 This report relates to all of these objectives.
2. Resource Implications

2.1. Financial

2.1.1. There are no direct financial implications arising from this report other than
those reported within the body of the main report.
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2.2.

2.2.1.

2.3.

2.3.1.

Workforce

There are no direct workforce implications arising from this report other than
those reported within the body of the main report.

Asset Management (land, property, IT)

There are no direct asset management implications arising from this report
other than those reported within the body of the main report.

3. Assessments

3.1.

3.1.1.

3.1.2.

3.2

3.2.1

3.2.2

3.3

3.3.1

3.3.2

4.1

41.1

Equality Impact Assessment

Under the Equality Act 2010, the Council is required to eliminate
discrimination, advance equality of opportunity, and foster good relations
between equality groups. Carrying out Equality Impact Assessments for plans
and policies allows the Council to demonstrate that it is meeting these duties.

The Revenue Budget Executive Summaries have been subject to an
equalities assessment where appropriate.

Strategic Environmental Assessment

The Environmental Assessment (Scotland) Act 2005 places a duty on the
Council to identify and assess the environmental consequences of its
proposals.

The information contained within this report has been considered under the
Act. However, no action is required as the Act does not apply to the matters
presented in this report.

Sustainability

Under the provisions of the Local Government in Scotland Act 2003 the
Council has to discharge its duties in a way which contributes to the
achievement of sustainable development. In terms of the Climate Change Act,
the Council has a general duty to demonstrate its commitment to sustainability
and the community, environmental and economic impacts of its actions.

The information contained within this report has been considered under the
Act. However, no action is required as the Act does not apply to the matters
presented in this report.

Consultation
Internal

The Chief Executive, all Executive Directors, the Head of Democratic
Services, the Head of Legal Services and the Corporate Human Resources
Manager have been consulted in the preparation of the Provisional Revenue
Budgets for 2015/16.
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2.1

BACKGROUND PAPERS

No background papers, as defined by Section 50D of the Local Government
(Scotland) Act 1973 (other than any containing confidential or exempt
information) were relied on to any material extent in preparing the above
report.

APPENDICES

Appendix 1 — Local Government Finance Circular 9/2014 issued by the
Scottish Government on 11 December 2014.

Appendix 2 — Provisional Revenue Budget 2015/16

Appendix 3 — Revenue Budget Flexibility Scheme — Proposed Carry
Forwards from 2014/15

Appendix 4 — Movement between 2015/16 Provisional Revenue Budget
and Updated 2015/16 Provisional Revenue Budget

Appendix 5 — Executive Summaries
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APPENDIX 1

Local Government and Communities Directorate

Local Government Division »' 1

T: 0131-244 7037 . The Scottish

Government
Riaghaltas na h-Alba

Local Government Finance Circular No. 9/2014 In 2014 Scotland Welcomes the World

D

Chief Executives and Directors of Finance of Scottish
Local Authorities —
LEGACY 2014

XX COMMONWEALTH GAMES
COTLAND

Chief Executive, Convention of Scottish Local
Authorities (COSLA)

Our Reference: A9714624
11 December 2014

Dear Chief Executive/Director of Finance

1. LOCAL GOVERNMENT FINANCE SETTLEMENT 2015-16
2, NON DOMESTIC RATES
3. BUSINESS RATES INCENTIVISATION SCHEME (BRIS) — 2014-15 TARGETS

1 This Local Government Finance Circular provides details of the provisional total
revenue and capital funding allocations for 2015-16, as well as the latest information on
current known redeterminations for 2014-15. This Circular also provides details of the
business rates poundage levels and confirmation of the relief thresholds. Additionally, it
sets out the details of the agreed revised Business Rates Incentivisation Scheme (BRIS)
including individual local authority targets for 2014-15 and provisional targets for
2015-16.

2. The provisional total funding allocations form the basis for the annual consultation
between the Scottish Government and COSLA ahead of the Local Government Finance
(Scotland) Order 2015 being presented to the Scottish Parliament in February 2015.
COSLA is invited to respond to these provisional allocations in writing by
7 January 2015. In submitting any comments, we expect local authorities to inform
COSLA, and for COSLA in turn to inform the Scottish Government of any discrepancies
in these distributions. Any redistribution to address any agreed discrepancies will be
undertaken within the total settlement allocations set out in this Circular and not through
the provision of any additional resources by the Scottish Government. The allocations
are therefore only provisional at this stage and local authorities should not set their final
budgets on the basis of these until the final allocations are confirmed following the end
of the consultation period and the publication of the February 2015 Circular.

3. The then Cabinet Secretary for Finance, Employment and Sustainable Growth
wrote to the COSLA President on 9 October 2014 reaffirming the terms of the settlement
to be provided to local government in return for the provisional funding allocations set
out in this Circular. The 2015-16 provisional allocations set out in this Circular assume
that all councils will sign up to the package and therefore that the full amount
(£9.501 billion) will be issued.
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4. The allocations have been arrived at using the standard agreed needs-based
distribution methodology and updated indicators. The Circular also includes a separate
column in both Annex B and C showing the general revenue changes since the previous
relevant Local Government Finance Circular. As in previous years the final column in
Annex C provides the amount of the Council Tax element, for illustrative purposes,
which the Scottish Government plans to hold back under the terms of the then Cabinet
Secretary for Finance, Employment and Sustainable Growth’s letter of 9 October 2014 to
COSLA on the sign-off arrangements, set out on a council by council basis. The letter of
9 October 2014 also confirmed that if any council does not agree to the full package
available then it will have its allocation reduced by its needs based share of the
£70 million provided to deliver the Council Tax freeze.

5. As with last year those Council Leaders who do not intend to take up the offer
and agree the full package of measures set out in the 9 October 2014 letter are required
to write to the Deputy First Minister and Cabinet Secretary for Finance, Constitution and
the Economy setting out the reasons why they do not wish to comply by no later than
10 March 2015, but preferably by the end of February (and ideally as soon as possible
after they have set their budgets and announced their council tax rates for 2015-16). If
any Council Leader replies to say that their Council does not so agree, the full amount of
the Council’'s needs based share of the £70 million sanction will be withdrawn from the
overall local government settlement and redeployed by Scottish Ministers in the Budget
Bill which will be laid before Parliament in January 2015. The sanctions in relation to
teacher numbers are suspended pending the work to reach an in-principle agreement on
an Educational outcomes-based approach as set out in the 9 October settlement letter.
This position will be reviewed in the New Year.

6. In early February 2015, it is envisaged that the 2015-16 Budget Bill will complete
its stages and be approved by Parliament. Very shortly after that, the Government will
table the Local Government Finance (Scotland) Order 2015 setting out the formal
allocations of the funding settlement for 2015-16, less the amount of holdback for the
Council Tax freeze monies.

7. In mid-March 2015 the Government will table an amendment Order (to the Local
Government Finance (Scotland) Order 2015), to pay out the full amount of the council
tax holdback monies to all those councils whose Leaders have not written to us as
detailed in the preceding paragraphs and whose councils have not increased their
2015-16 council tax above their 2014-15 levels.

8. The figures in this Circular are necessarily provisional and any changes required
will be discussed and agreed between the Scottish Government and COSLA, and
included in the 2015 Order. Accordingly, if a council considers there are any errors or
revisions that require to be addressed they should, in the first instance, contact COSLA
immediately.

9. The various parts and annexes to this Circular, listed below, provide more of the
detail behind the calculations.

Part A: Local Government Finance Settlement — Revenue: 2015-16 and changes in
2014-15;

Part B: Local Government Finance Settlement — Capital: 2015-16 and changes in
2014-15;
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Part C: Non-Domestic Rates for 2015-16; and
Part D Revised Business Rates Incentivisation Scheme (BRIS) and targets for 2014-15
and provisional targets for 2015-16.

Annex A: All Scotland Aggregated Funding Totals 2014-16;

Annex A(1): All Scotland Aggregated Funding Totals 2014-16 with detailed
reconciliation of 2014-15 funding with Finance Circular 6/2014;

Annex A(2) All Scotland Aggregated Funding Totals 2014-16 with detailed
reconciliation of 2015-16 funding with Finance Circular 6/2014;

Annex B: Individual Revenue Allocations for 2014-15;

Annex C: Individual Revenue Allocations for 2015-16;

Annex D: Explanatory Notes on the Revenue Distribution;

Annex E: Individual Share of the Additional £70 million;

Annex F: Estimates of Ring-Fenced Grant Revenue Funding for 2015-16;
Annex G: Floor calculation for 2015-16

Annex H: Reconciliation of individual council Revenue allocations for 2015-16;
Annex I Redeterminations of individual council Revenue funding for 2014-15;
Annex J: Capital Settlement for 2014-15 per local authority;

Annex K: Total Capital Funding per local authority for 2014-15;
Annex L: Capital Settlement for 2015-16 per local authority;
Annex M: Total Capital Funding for 2015-16 per local authority;
Annex N: Revised Business Rates Incentivisation Scheme (BRIS);
Annex O: BRIS targets for 2014-15; and

Annex P: (BRIS) provisional targets for 2015-16.

Part A: Local Government Finance Settlement - Revenue: 2015-16 and changes in
2014-15

10. This Finance Circular sets out the provisional distribution of revenue funding
allocations for 2015-16. Annexes A, A(1) and A(2) of this Circular sets out the all-
Scotland aggregate totals for 2014-16 with a full reconciliation of the 2014-15 and
2015-16 total revenue funding figures between this Finance Circular and Finance
Circulars 2/2014 and 6/2014 respectively.

11. Annexes B and C set out the distribution of the total revenue funding allocation
between councils and the allocation of the different elements (General Revenue
Funding, Non-Domestic Rate Income and Ring-Fenced Revenue Grants) for each
council for 2014-15 and 2015-16. The basis behind the grant distribution methodology,
as explained in Finance Circular 6/2007, has been retained as agreed with COSLA, and
the Scottish Government’s new 85 per cent floor is included at the end of this process.
The explanatory notes contained in Annex D explain the basis behind the calculation of
the individual council grant allocations.

12. Annex E sets out how the additional £70 million available to councils that choose
to freeze their 2015-16 council tax levels at no higher than their 2014-15 levels will be
distributed.

13. Annex F gives a breakdown of the provisional individual council shares of the
Gaelic Ring-Fenced revenue grant allocations for 2015-16.

14.  The calculation and effects of the main floor adjustment for 2014-15, which
provided councils with a maximum decrease in funding of -1.4%, was set out in Annex H
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of Circular 11/2011 and Annex G of this Circular sets out the impact of the 2015-16
main floor adjustment which ensures a maximum decrease in funding of -1.9%.

15. The changes to the 2015-16 General Revenue Grant figures since Local
Government Finance Circulars 6/2014 are set out in Annex H.

16. This Local Government Finance Circular provides details of current known
2014-15 redeterminations at Annex | for the General Revenue Grant. The final
redetermination allocations for 2014-15 will be included in the Local Government
Finance (Scotland) Order 2015.

17. The methodology for calculating Loan Charge Support (LCS) and support for
Public Private Partnership (PPP) projects (level playing field projects only (LPFS)) is set
out in Annex H of Finance Circular 2/2011. The total amounts included for loan charge
support and PPP support are included in the revenue figures in Annex A and column 3
of Annexes B and C.

Part B: Local Government Finance Settlement — Capital Grants 2015-16, and
changes to Capital Grant in 2014-15

18. The Local Government Settlement provides capital grants totalling
£839.041 million in 2014-15 and £856.300 million in 2015-16. Annexes A(1) and A(2)
of this Circular sets out the all-Scotland aggregate totals for 2014-16 with a full
reconciliation of the 2014-15 and 2015-16 total capital funding figures between this
Finance Circular and Finance Circulars 2/2014 and 6/2014 respectively.

19. The Scottish Government’s £1.8 billion Schools for the Future Programme will
see the construction of at least 91 new or refurbished schools. Further projects to
benefit from the programme will be announced in the coming weeks, and is expected to
take this figure to in excess of 100 schools built for over 60,000 pupils by March 2020.
These schools will be built in every part of Scotland in partnership with local authorities.
£1.13 billion provided by Government and £665 million by local authorities. The
programme is being delivered through a funding mix of capital grant and also through
the Non-Profit Distributing model. This latter programme is being co-ordinated and
managed by the Scottish Futures Trust (SFT). .

20. This Finance Circular sets out the changes in the Settlement for capital in
2014-15 and the provisional distribution of capital to local authorities for 2015-16.

21. Annex J sets out the changes to the Settlement for Capital Grants per local
authority for 2014-15.

22.  Annex K sets out the changes to the total capital funding per local authority for
2014-15. This includes capital grant paid to a local authority in addition to the capital
Settlement agreed, but excludes any capital support for schools.

23.  Annex L set out the provisional distribution of the Settlement for capital per local
authority for 2015-16. Capital grants which remain undistributed are identified as such.
The methodologies used to calculate these provisional allocations have been agreed
with COSLA.
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24. Annex M sets out the provisional total capital funding per local authority for
2015-16. This includes capital grant paid to a local authority in addition to the capital
Settlement agreed, but excludes any capital support for schools.

Part C: Non-Domestic Rates for 2015-16

25.  The Distributable Amount of Non-Domestic Rates Income for 2015-16 has been
provisionally set at £2,799.5 million. This figure uses the latest forecast of net income
from non-domestic rates in 2015-16 and will also draw on council estimates of the
amounts they will contribute to the Pool from non-domestic rate in 2014-15. Included in
the estimated figure is a calculation of gross income, expected losses from appeals and
estimated expenditure on mandatory and other reliefs as well as write-offs and provision
of bad debt. The distribution of Non-Domestic Rates Income for 2015-16 will match the
amount each Council estimates it will collect (based on the 2013-14 mid-year estimates
provided by councils). General Revenue Grant provides the balance of funding. This
method of allocation provides a clear presentation of the Non-Domestic rates income per
council and transparency in the make-up of council funding.

26.  The Scottish Government confirmed the increase for the 2015-16 Non-Domestic
Rate poundage rate will be restricted to 2%. The Large Business Supplement for
2015-16 will increase in line with the increase to the equivalent rate in England.

27.  The Scottish Government has today published a consultation paper on the rating
valuation appeals system, as part of our action plan to review the rates system ahead of
the 2017 revaluation. The consultation is open until 6 March 2015, and can be
accessed at www.scotland.gov.uk/consultations

Part D: Revised Business Rates Incentivisation Scheme (BRIS) and targets for
2014-15 and provisional targets for 2015-16.

28. Following a review of the original BRIS by a Joint Scottish Government/COSLA
Review Group it has been agreed that original scheme should be suspended and a
revised scheme introduced in 2014-15. Details of the revised agreed scheme are set
out in Annex N with the 2014-15 individual targets being set out in Annex O and the
provisional targets for 2015-16 are set out in Annex P.

Enquiries relating to this Circular

29. Following representations from a number of councils about the clarity of tracking
funding changes from Circular to Circular the Scottish Government and COSLA held a
joint workshop to consider how the presentation of both the revenue and capital funding
allocations could be improved. While the presentational improvements have been taken
on board in the circular it had been hoped that a revised “mock” circular could have been
circulated in advance of this circular to consider the current changes and provide
practitioners with the opportunity to propose further improvements. Unfortunately, this
was not possible but the Scottish Government would still welcome any comments on the
current changes and any other proposals on how the figures could be better presented.

30. It should be noted that a few of the figures in this Circular may be marginally

different because of the roundings. Local authorities should note that if they have any
substantive specific enquiries relating to this Circular these should in the first instance be
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addressed through COSLA. We have given an undertaking to COSLA to respond to
these queries as quickly as possible. Contact details for COSLA are:

Vicki Bibby
0131 474 9232 vicki@cosla.gov.uk

Any other queries should be addressed to the following:

Local Government Revenue Settlement, BRIS and Improvements to Circulars
Bill Stitt 0131 244 7044 bill.stitt@scotland.gsi.qov.uk

Local Government Finance Settlement (Capital)
Louise Hester 0131 244 7950 louise.hester@scotland.gsi.qov.uk

Non-Domestic Rates
Douglas McLaren 0131 244 7588 douglas.mclaren@scotland.gsi.gov.uk

31. This Circular will be made available through the Local Government section of the
Scottish Government website at:
http://www.scotland.gov.uk/Topics/Government/local-government/179

Yours faithfully
G Lol el

STEPHEN GALLAGHER
Deputy Director, Local Government Division
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ALL SCOTLAND AGGREGATE FUNDING TOTALS 2014-16

2014-15 2015-16

£ million £ million
Revenue Funding
General Resource Grant 7,187.373 | 7,102.759
Non Domestic Rate Income 2,649.500 | 2,799.500
Specific Revenue Grants 90.932 90.932
Total Revenue 9,927.805 | 9,993.191
less Teachers' Induction Scheme 0.000 27.600
less Criminal Justice Social Work 86.450 86.450
less Council Tax Reduction Scheme 0.000 343.000
less Discretionary Housing Payments 3.000 35.000
Distributable Revenue Funding 9,838.355 | 9,501.141
Capital Funding
General Capital Grant 688.795 711.200
Specific Capital Grants 127.722 123.200
Distributed to SPT 22.524 21.900
Total Capital 839.041 856.300
Total Funding 10,766.846 | 10,849.491

ANNEX A
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2014-15 RECONCILIATION FROM FINANCE CIRCULAR 6/2014

General Resource Grant Circular 6/2014 7,108.309
Early Learning and Childcare 18.500
Free School Meals 16.475
Discretionary Housing Payments 15.000
Enterprise Zones 12.000
Additional Teacher Support 5.091
Additional Family Support 3.000
Police Transfer Adjustment 2.083
Teachers Pay 2.000
Dundee Airport 1.121
1+2 Languages Addition 1.000
Renfrewshire Housing 1.000
Housing Support Grant transfer 1.000
Blanefield 0.555
Single Fraud Investigation Addition 0.200
Business Gateway Website 0.160
Migration and Citizenship 0.150
A83 Road Transfer (Argyll & Bute) -0.180
Teachers Induction Scheme (Jordanhill) -0.091
Finance Circular 9/2014 7,187.373
General Capital Grant Circular 6/2014 622.975
Early Learning and Childcare 41.000
Free School Meals 24.820
Finance Circular 9/2014 688.795

ANNEX A(1)
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ANNEX A(2)
2015-16 RECONCILIATION FROM FINANCE CIRCULAR 6/2014

General Resource Grant Circular 6/2014 6,872.819
NDRI Switch 83.500
Free School Meals 53.918
Scottish Welfare Fund 37.873
Discretionary Housing Payments 35.000
Council Tax Reduction Scheme Admin 6.460
Continuing Care* 4.209
Through Care and After Care* 3.872
Kinship Care* 2.600
Age Eligibility* 0.716
GIRFEC* 0.398
CYPA already included* -6.754
Self Directed Support 3.520
Police Transfer 2.210
Dundee Airport 1.639
Single Fraud Investigation Service 0.200
Housing Support Grant 1.000
Business Gateway 0.160
A83 Road Transfer -0.281
Children's Legal Representation -0.300
Finance Circular 9/2014 7,102.759
Non Domestic Rates Circular 6/2014 2,883.000
NDRI Switch -83.500
Finance Circular 9/2014 2,799.500
General Capital Grant Circular 6/2014 672.200
Early Learning and Childcare 39.000
Finance Circular 9/2014 711.200

Footnote: It should be noted that £112 million was included in the 2014-15 Draft Budget
local government allocations for 2015-16 in respect of the Children and Young People Act.
This consisted of £82 million revenue and £30 million capital. Of the £82 million revenue
£75.151 million was included in the 7 July Circular figures with the balance of £6.849 million
included in the 2008-16 Changes column and distributed using shares of GAE plus SINA.
We now have agreed distributions for the 5 separate funding streams (see marked above *).
The total allocation comes to a revised total of £11.975 million (an increase of £4.946 million
which has been added to the overall total revenue funding. To prevent double counting it
has been necessary to reduce the 2008-16 Changes figure by the £6.849 million previously
included. This figure has been reduced to £6.754 million due to an additional £0.115 million
being identified. This figure has been removed as it was originally distributed i.e. on the
basis of GAE plus SINA shares.
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ANNEX D
EXPLANATORY NOTES ON THE REVENUE DISTRIBUTION

The explanation of each of the columns within the tables at Annexes B and C is as follows:

Column 1 — represents the updated on-going service provision and includes the following combined
information: (i) the updated Grant Aided Expenditure (GAE) assessments; (ii) the revised Special Islands
Needs Allowance (SINA); (iii) each council’s individual share of the on-going revenue grants which have
been rolled up into the core local government finance settlement; (iv) each council’s share of all the
baselined redeterminations since Spending Review 2007; (v) the shares of both the £490 million for the
council tax freeze over the period 2008-15 and the £70 million for the council tax freeze in 2015-16.

Column 2 — is the new combined total, non-ring-fenced, changes in general provision resulting from
Spending Reviews 2007, 2010, 2011 and 2013, and allocated pro-rata to each council’s share of GAE
plus SINA.

Column 3 — represents the updated share of the loan charges support for outstanding and new debt and
the same level of on-going PPP level playing field support. The methodology for calculating Loan
Charge Support (LCS) and support for Public Private Partnership (PPP) projects (level playing field
projects only (LPFS)) is set out on Annex H of Finance Circular 2/2011.

Column 4 — is the main floor adjustment which has been calculated as in previous years by excluding
PPP level playing field support. The amount of the on-going revenue grants which have been rolled up
into the core local government finance settlement and the council tax freeze amounts and new childcare
monies were also excluded on the grounds of stability.

Column 5 — this is the net revenue expenditure recognised by the Scottish Government and represents
the sum of columns 1 to 4.

Column 6 — is the assumption of the amount of Total Estimated Expenditure to be funded from the
council tax. Any changes are as a result of buoyancy or projected numbers of properties.

Column 7 — is each council’s share of the on-going Ring-Fenced Gaelic revenue grant.

Column 8 — is each council’'s share of the estimated non-domestic rate income which has been
distributed proportionately on the basis of council's 2011-12 mid-year income returns net of prior year
adjustments (for 2014-15) and 2013-14 mid-year income returns for 2015-16..

Column 9 — is the balance of funding provided by means of general revenue funding and is calculated
by deducting columns 6, 7 and 8 from the Total Estimated Expenditure in column 5.

Column 10 — represents the total revenue funding available to each council in that year assuming that
Councils accept the full package agreed with COSLA’s Leadership.

Column 11 —is the 85% floor adjustment which has been calculated to meet the Scottish Government’s
commitment to ensure that no Local Authority receives less than 85% of the Scottish average in terms of
revenue support at the time of the outcome of Spending Review 2011.

Columns 12-16 (2014-15) and Columns 12 and 13 (2015-16) — represents the changes to the funding
allocations since the most recent Finance Circulars.

Column 17 (2014-15) and Column 14 (2015-16) - is the revised total funding including all the changes
and the 855 funding floor adjustments.

Column 15 (2015-16)- The final column of Annex C shows the amount, for illustrative purposes, which
the Scottish Government plans to holdback under the terms of the offer letter, set out on a council by
council basis. This has been distributed using the same underlying methodology as was used in
calculating the actual settlement.
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ANNEX E

INDIVIDUAL SHARE OF THE ADDITIONAL £70 MILLION FOR THE COUNCIL TAX FREEZE

Local Authority £million

2015-16 Annual
Share of £70 million

Aberdeen City 3.287
Aberdeenshire 3.589
Angus 1.398
Argyll & Bute 1.432
Clackmannanshire 0.659
Dumfries & Galloway 1.863
Dundee City 1.755
East Ayrshire 1.480
East Dunbartonshire 1.607
East Lothian 1.416
East Renfrewshire 1.343
Edinburgh, City of 6.994
Eilean Siar 0.304
Falkirk 1.833
Fife 4.620
Glasgow City 7.614
Highland 3.343
Inverclyde 1.008
Midlothian 1.154
Moray 1.156
North Ayrshire 1.769
North Lanarkshire 3.766
Orkney 0.243
Perth & Kinross 2.152
Renfrewshire 2.327
Scottish Borders 1.536
Shetland 0.245
South Ayrshire 1.646
South Lanarkshire 3.861
Stirling 1.330
West Dunbartonshire 1.186
West Lothian 2.084
Scotland 70.000
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ESTIMATES OF RING-FENCED REVENUE GRANT FUNDING FOR 2015-16

Gaelic*
£m
Aberdeen City 0.104
Aberdeenshire 0.037
Angus 0.045
Argyll & Bute 0.383
Clackmannanshire 0.000
Dumfries & Galloway 0.000
Dundee City 0.000
East Ayrshire 0.152
East Dunbartonshire 0.074
East Lothian 0.000
East Renfrewshire 0.020
Edinburgh, City of 0.299
Eilean Siar 0.991
Falkirk 0.012
Fife 0.000
Glasgow City 0.518
Highland 0.951
Inverclyde 0.090
Midlothian 0.000
Moray 0.000
North Ayrshire 0.085
North Lanarkshire 0.289
Orkney Islands 0.000
Perth & Kinross 0.080
Renfrewshire 0.033
Scottish Borders 0.004
Shetland Islands 0.000
South Ayrshire 0.000
South Lanarkshire 0.158
Stirling 0.137
West Dunbartonshire 0.020
West Lothian 0.000
Scotland 4.482

ANNEX F

*Note: The figures for this specific revenue grant are provisional and represent the figures previously included. The
actual allocation of this specific revenue grant will be notified to the relevant local authorities in due course and

included in the February Local Government Finance Circular.
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MAIN FLOOR CALCULATION FOR 2015-16

Grant Change
Local Authority Without Without Floor Grant Change

Floor Floor Change | With Floor | With Floor

£m % £m £m %
Moray 131.054 3.08 -0.973 130.081 2.31
Orkney 62.395 2.81 -0.463 61.932 2.05
East Renfrewshire 141.630 2.30 -1.052 140.578 1.54
East Dunbartonshire 144.729 2.27 -1.075 143.655 1.51
North Ayrshire 211.420 1.97 -1.570 209.850 1.21
Stirling 130.740 1.37 -0.971 129.769 0.61
Angus 164.374 1.23 -1.221 163.153 0.48
Midlothian 119.503 0.92 -0.888 118.615 0.17
Falkirk 218.657 0.89 -1.624 217.033 0.13
Inverclyde 126.364 0.60 -0.938 125.425 -0.15
Aberdeenshire 341.683 0.59 -2.538 339.145 -0.16
Scottish Borders 168.906 0.41 -1.254 167.652 -0.34
South Ayrshire 158.032 0.38 -1.174 156.858 -0.37
East Ayrshire 177.628 0.27 -1.319 176.309 -0.48
East Lothian 137.180 0.24 -1.019 136.161 -0.51
West Dunbartonshire 137.137 -0.01 -1.019 136.118 -0.76
West Lothian 246.431 -0.27 -1.830 244.601 -1.02
Renfrewshire 237.480 -0.47 -1.764 235.716 -1.21
Dumfries & Galloway 232.631 -0.57 -1.728 230.903 -1.32
Highland 367.817 -0.59 -2.732 365.085 -1.34
Perth & Kinross 196.633 -0.61 -1.460 195.173 -1.35
Clackmannanshire 72.362 -0.72 -0.537 71.824 -1.46
South Lanarkshire 450.175 -1.11 -3.343 446.832 -1.85
Fife 509.273 -1.25 -3.380 505.893 -1.90
Aberdeen City 249.259 -1.69 -0.540 248.720 -1.90
Glasgow City 917.384 -1.89 -0.133 917.252 -1.90
Dundee City 217.316 -1.96 0.132 217.448 -1.90
Edinburgh, City of 540.123 -2.06 0.858 540.981 -1.90
Shetland 78.853 -2.24 0.272 79.125 -1.90
North Lanarkshire 480.034 -3.01 5.475 485.510 -1.90
Argyll & Bute 141.182 -11.64 15.556 156.738 -1.90
Eilean Siar 75.630 -17.46 14.251 89.881 -1.90
Scotland 7584.016 -1.04 0.000 | 7584.016 -1.04
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ANNEX N
REVISED BUSINESS RATES INCENTIVISATION SCHEME (BRIS)

Background

1. Following the discussions of the joint Scottish Government/COSLA Officers
Review Group meetings held on 3 July and 7 August the proposed revised BRIS
received political sign off at the end of August/early September. Following this sign-
off the Scottish Government, COSLA and local government officials have worked
together to agree the terms and conditions of a revised BRIS which will now operate
from 2014-15 and these are set out below.

Terms and Conditions of the Revised BRIS

2. A joint COSLA Scottish Government Review Group met on 3 July and
7 August to discuss how a revised BRIS might create a more accurate incentivisation
for individual local authorities while at the same time providing protection for the
Scottish Government from a possible significant loss of income not connected with
the incentivisation scheme.

It has now been agreed that the revised BRIS should;

. be tightly focussed on incentivising growth in the business tax base by
creating targets based on buoyancy alone;

. be based on 32 individual local rather than national targets to enable a closer
correlation between local circumstances, actions and results;

. provide targets for more than one year at a time to match the local
government finance settlements provided after each Spending Review;

. include a clear process of how targets are recalculated at the end of an
agreed review period and the period of retention of any accrued benefits;

. have a clear, agreed, definition of a significant event expressed as a
percentage change and incorporating the relevant cause e.g. business closures;

. not focus on collection figures given existing very high collection rates; and

. not change the current risk sharing arrangements e.g. no need to reach an
overall national target.

Implications of the revised BRIS

3. It was agreed that the revised BRIS better incentivises the growth of the local
tax base within a local authority area and better directly reflects the factors impacting
growth that are within the local authority’s control and not adversely influenced by
factors completely outwith their ability to influence.

4, It is recognised, however, that the amount that the local targets will be based
on will only be linked to the buoyancy element of the total estimated NDRI for any
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ANNEX N

one year. This will ensure that each authority will have the ability to influence their
own local tax base without interference from other changes in NDRI outwith their
control that are not linked to growth in the tax base. The Scottish Government will
continue to carry the risk for variances in these other factors and underwrite any
shortfalls in individual local authority’s annual NDRI by providing additional General
Revenue Grant as recompense this includes the impact of any business
displacement.

Details behind the revised BRIS
Calculation of Buoyancy Targets

5. Given the local targets will be based on buoyancy alone, it should be noted
that the existing calculation of the Distributable Non-Domestic Rate estimates
includes a Scottish Government assumption about the level of buoyancy at a
national level. There are no plans to change the basis of this calculation and so an
increase in an individual local authority’s local buoyancy rate will need to be over and
above the already built in estimate. i.e. the target will be set on a baseline which will
include a share of the national buoyancy assumption.

Statutory Undertakings (Utilities)

6. It was agreed that in calculating individual local authority buoyancy targets the
rateable value of statutory undertakings (utilities) as defined by (The Non-Domestic
Rating (Valuation of Utilities) (Scotland) Order 2005) and (The Non Domestic Rating
(Telecommunications and Canals) (Scotland) Amendment Order 2008) should be
excluded from the calculation on the grounds that; a) they cannot be disaggregated
to an individual council level; and b) growth or otherwise in this sector cannot be
influenced by the individual parent authority and those authorities should not benefit
or be penalised simply because they are responsible for the collection of statutory
undertakings. The current designated utilities include; Electricity Generation,
Electricity Transmission and Distribution, Telecommunications, Gas, Water, Docks
and Harbours, and Railways. Any local wind farms not linked to these statutory
undertakings will be included in the relevant local authority’s buoyancy figures.

New non-domestic properties which pay reduced or zero rates

7. As the purpose of the BRIS is to grow the business tax base and increase
overall business rates income it will be necessary to determine that any increase in
buoyancy has been matched by a corresponding increase in NDRI. This is because
some properties may be entered on the valuation roll, but will pay no rates as they
benefit from a relief or exemption. For example, a new university campus or cultural
facility may be built which has a significant rateable value, but benefits from charity
relief (which will be between 80- 100%). Small businesses benefitting from 100 per
cent rates relief through the Small Business Bonus Scheme would also contribute to
an increase in RV but not a corresponding increase in NDRI. This means that where
a council has demonstrated an increase in the tax base (rateable value increase),
without any evidence of a corresponding increase in tax take (rates collected) this
will not trigger rates retention under the buoyancy focussed targets.
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ANNEX N
Annual Targets

8. The local targets based on local buoyancy targets would be calculated using
historical average growth figures at an individual local authority level rather than for a
single year. Local targets would be issued as part of each Spending Review for
each of the years of that Spending Review with the first year being final and the
subsequent years being provisional subject to final confirmation. The final annual
targets would be published in the Local Government Finance Circular in late
November/early December as part of the annual local government finance
settlement consultation process and agreed through discussion between individual
local authorities, through COSLA, with the Scottish Government.

9. The 2014-15 targets and provisional 2015-16 targets are include in the
Circular at Annexes O and P.

Retained Benefits

10. Each local authority that exceeds its individual local buoyancy calculated
target would retain a 50 per cent share of the additional rates income generated
(where there was a corresponding increase in rateable value), with the Scottish
Government would retain the other 50 per cent excess.

11. Those local authorities that did not reach their target will continue to be
compensated by the Scottish Government up to the level of their agreed published
distributable amount of NDRI for the year in question through increased General
Revenue Grant. Any benefits gained would continue to be retained until the end of
the Review Period assuming the additional rates income also continued during that
period.

End of Review Period Recalculation

12. The individual local targets would be rebased following the NDR revaluation
cycle (usually every five years). The next revaluation will take place in 2017 which
would fit with the plan to issue immediate targets up to and including 2016-17.

13. At each revaluation the overall tax base will shift (depending on underlying
changes in rental markets) and may increase or decrease. This will vary at different
rates across Council areas. At each revaluation targets will be rebased to take into
account the differing changes in the tax base which occur as a result of revaluation
and will again be subiject to discussion and agreement with COSLA prior to the next
revaluation.

Definition of a Significant Event

14.  The current Non Domestic Rates (NDR) system allows for a local authority to
seek a downward recalculation of their estimated NDR income (NDRI) in year to
prevent that local authority from suffering a shortfall of income in-year and creating a
cash flow problem for that local authority with the Scottish Government providing
additional General Revenue Grant in-year rather than the authority having to wait
until the following financial year to be recompensed. The current trigger for such a
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ANNEX N

request is 3 per cent of total estimated NDRI for the year in question. A 3 per cent
reduction in annual business rates income is therefore deemed to be “significant” for
local government funding purposes and as the local targets will be based on the
much smaller buoyancy element of the total NDRI figure it was agreed that the target
for triggering a significant event should also be 3 per cent above or below the total
estimated NDRI for the year.

15. There are a number of circumstances where a “significant event” could be
proposed. From an individual local authority perspective this could occur where a
significant business or businesses close after the beginning of the financial year
which would severely impact on that local authority’s ability to grow its tax base for
the year in question. The Scottish Government may wish to invoke the significant
event for a future year’s target where there was a significant change in the rateable
values across Scotland as, for example, a result of a revaluation of business rates or
a legislative change.

16. The triggering of a significant event should be available to an individual local
authority and/or COSLA and the Scottish Government. Any proposed significant
event would require to be agreed by both parties.

Timing of NDRI Returns

17. It was agreed that action should be taken by COSLA and the Scottish
Government with Audit Scotland to bring forward the return date for the NDRI
audited returns. Any retention of BRIS rewards to be retained will be linked to the
NDRI Notified returns with any final adjustments being made on receipt of the final
audited returns.
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BUSINESS RATES INCENTIVISATION TARGETS FOR 2014-15

Local buoyancy target

for 2014-15
Aberdeen City 1.6%
Aberdeenshire 2.0%
Angus 1.6%
Argyll & Bute 1.7%
Clackmannanshire 1.5%
Dumfries & Galloway 1.4%
Dundee City 1.4%
East Ayrshire 1.6%
East Dunbartonshire 1.7%
East Lothian 1.7%
East Renfrewshire 1.5%
Edinburgh, City of 1.5%
Eilean Siar 1.9%
Falkirk 1.5%
Fife 1.7%
Glasgow City 1.5%
Highland 1.6%
Inverclyde 1.6%
Midlothian 1.7%
Moray 2.0%
North Ayrshire 1.7%
North Lanarkshire 1.6%
Orkney Islands 1.8%
Perth & Kinross 1.6%
Renfrewshire 1.3%
Scottish Borders 1.7%
Shetland Islands 1.6%
South Ayrshire 1.4%
South Lanarkshire 1.8%
Stirling 1.5%
West Dunbartonshire 1.5%
West Lothian 1.7%
28
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ANNEX P

PROVISIONAL BUSINESS RATES INCENTIVISATION TARGETS FOR 2015-16

Provisional local
buoyancy target for

2015-16
Aberdeen City 1.2%
Aberdeenshire 1.7%
Angus 1.2%
Argyll & Bute 1.3%
Clackmannanshire 1.1%
Dumfries & Galloway 1.0%
Dundee City 1.1%
East Ayrshire 1.3%
East Dunbartonshire 1.3%
East Lothian 1.4%
East Renfrewshire 1.2%
Edinburgh, City of 1.1%
Eilean Siar 1.6%
Falkirk 1.2%
Fife 1.3%
Glasgow City 1.1%
Highland 1.3%
Inverclyde 1.3%
Midlothian 1.4%
Moray 1.6%
North Ayrshire 1.3%
North Lanarkshire 1.2%
Orkney Islands 1.4%
Perth & Kinross 1.3%
Renfrewshire 1.0%
Scottish Borders 1.3%
Shetland Islands 1.3%
South Ayrshire 1.1%
South Lanarkshire 1.5%
Stirling 1.1%
West Dunbartonshire 1.2%
West Lothian 1.4%
29
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PERTH & KINROSS COUNCIL

SPECIAL COUNCIL MEETING - 12 FEBRUARY 2015

REVENUE BUDGET 2015/16

PROVISIONAL REVENUE BUDGET

Education & Children's Services
Housing & Community Care
The Environment Service

Chief Executive's Service
Sub-Total: Service Budgets

Corporate Budgets

Contribution to Valuation Joint Board
Capital Financing Costs

Interest on Revenue Balances
Contribution to Capital Fund (Net)
Contribution to Insurance Fund
Contribution from Renewal and Repair Fund
Tayside Contracts Surplus

Support Service External Income
Unfunded Pension Costs
Contingency

Discretionary Relief

Sub-Total: Corporate Budgets

Net Expenditure (General Fund)

Financed By:
Council Tax

Total Revenue Funding

Capital Grants

Budget Flexibility (see Appendix 4)
Balances

Surplus Resources

APPENDIX 2

£000
176,401
68,871
60,543

9,849

315,664

1,166
13,980
(70)
1,542
200
(1,040)
(190)
(1,888)
1,516
210
150

15,576

331,240

(72,251)
(243,497)
(7,240)
(5,273)
(3,205)

(226)
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PERTH & KINROSS COUNCIL APPENDIX 4

SPECIAL COUNCIL MEETING - 12 FEBRUARY 2015
REVENUE BUDGET 2015/16

PROVISIONAL REVENUE BUDGET

£000

Movement Between Updated 2014/15 Provisional Revenue Budget and
2015/16 Provisional Revenue Budget (Reported to Council on 13 February 2014)

2014/15 Non Recurring Expenditure Reversed (4,137)
2014/15 Unwind Change Fund / Investment in Improvement Fund (2,000)
2014/15 Reserves Reversed (2,997)
2014/15 Revenue Budget Flexibility Reversed (4,413)
2015/16 Reserves Adjustments 5,322
2015/16 Excess Corporate Savings Target (942)
2015/16 Expenditure Pressures in Excess of Savings 726
2015/16 Council Tax Reduction Scheme 450
2015/16 Capital Grants Adjustment (net) (2,000)
2015/16 Contribution to Reserves (2,899)
2015/16 Settlement Adjustment 400
2015/16 Council Tax Growth to fund Loans Charges 250

Movement between Updated 2014/15 Provisional Revenue Budget
and 2015/16 Provisional Revenue Budget

Movement Between 2015/16 Provisional Revenue Budget (Reported to Council
on 13 February 2014) and Updated 2015/16 Provisional Revenue Budget

2014/15 Non Recurring Expenditure Reversed (3,637)
2015/16 Rejected Savings 3,929
2015/16 New Expenditure Proposals 3,733
2015/16 Reserves Adjustments 1,517
2015/16 Settlement Adjustments (2,249)
2015/16 Capital Grants Adjustment (net) 4,463
2015/16 Superannuation Rate Adjustments (96)
2015/16 Revenue Budget Flexibility 5,273
2015/16 Miscellaneous Adjustments (340)

Movement between 2015/16 Provisional Revenue Budget and
Updated 2015/16 Provisional Revenue Budget

Total Movement

£000

(12,240)

12,593

353

95
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APPENDIX 5

PERTH & KINROSS COUNCIL
SPECIAL MEETING OF THE COUNCIL - 12 February 2015
REVENUE BUDGET 2015/16

PERTH &

KINROSS
COUNCIL

2015 - 2016
REVENUE BUDGET

Expenditure Pressures & Savings

12 February 2015
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PERTH & KINROSS COUNCIL

Revenue Budget 2015/16

Expenditure Pressures & Savings

Page
59
60
63
68

73

SERVICE

Summary of Pressures & Savings
Education & Children’s Services
Housing & Community Care

The Environment Service

Glossary of Savings Type
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GLOSSARY OF SAVINGS TYPE

The EOT have endorsed three main savings work streams as follows —

1 | RE-DESIGN: A programme of major service re-design projects
- Alternative delivery models 1A
- Major corporate re-design projects 1B
- Service re-design projects 1C
2 | EFFICIENCY: Existing programme of improvement and efficiency work
- Workforce Management 2A
- Procurement / Commissioning 2B
- Asset Management 2C
- Shared Services 2D
- Process improvement / re-design 2E
-  HR Review 2F
3 | REDUCTION: A review of key services, their current legislative requirements
and whether the Council can maintain current service levels
- Strategic Best Value Review programme 3A
- Service Cuts 3B
4 | OTHER
- Income Generation 4A
- Other 4B
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