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PERTH AND KINROSS COUNCIL
11 February 2016
REVENUE BUDGET 2016/17 TO 2018/19 — REPORT NO. 2

Report by the Head of Finance

PURPOSE OF REPORT:

This report recommends the setting of a Final Revenue Budget for 2016/17 and
Provisional Revenue Budgets for 2017/18 and 2018/19. The report also
recommends that the Council determines the Final Council Tax for 2016/17 and
Provisional Council Tax levels for 2017/18 and 2018/19.

1. BACKGROUND

1.1  On 1 July 2015 the Council approved the latest Medium Term Financial Plan
for the period 2016 — 2021 (Report No. 15/276 refers). This updated the
previous Plan and considered future funding levels over the short to medium
term for Perth and Kinross Council. The report also approved the
development of a three year Provisional Revenue Budget for 2016/17,
2017/18 and 2018/19 and provided an update on the Council’'s Capital
Budget, Housing Revenue Account and Reserves position.

1.2  On 23 September 2015 the Strategic Policy and Resources Committee
approved an update of the inflation assumptions underpinning the Medium
Term Financial Plan (Report No 15/395 refers).

1.3 On 16 December 2015 the Council approved Revenue Budget 2016/17 to
2018/19 — Report No. 1 (Report No. 15/578 refers). This report provided an
update in relation to the Revenue Budget for 2016/17, 2017/18 and 2018/19 in
light of the information contained in the UK Spending Review and Autumn
Statement that was announced on Wednesday 25 November 2015. The
report also approved the setting of a Final Revenue Budget for 2016/17 and
Provisional Revenue Budgets for 2017/18 and 2018/19 at the Special Meeting
of the Council on 11 February 2016 and endorsed the proposal to present a
Capital Budget to 2022/23 to the Council meeting on 22 June 2016.

2. LOCAL GOVERNMENT FINANCE SETTLEMENT

2.1 Local Government Finance Settlement

2.1.1 Local Government Finance Circular 7/2015, which was originally issued by
the Scottish Government on 16 December 2015 and subsequently updated on

24 December 2015, included the proposed Local Government Finance
Settlement for financial year 2016/17 at individual Council level. As
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2.1.2

2.1.3
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2.1.5

anticipated the Finance Settlement covers 2016/17 only and no information is
available from the Scottish Government for 2017/18 or 2018/19. The full
Finance Circular can be obtained at the following link - Local Government
Finance Circular 7/2015.

The information in the original Circular was further updated in a letter from the
Depute First Minister to COSLA on 27 January 2016. This letter is attached at
Appendix A and included further details of the Local Government Finance
settlement for 2016/17.

The letter confirms that the settlement offer must be viewed as a package. In
order to access all of the funding relating to “the package”, of £408 million
nationally, Councils must agree to deliver all of the measures set out below
and will not be able to select elements of the package.

Integration Fund

The offer includes £250 million nationally from the Health budget to
Integration Authorities in 2016/17 for social care. Perth and Kinross'’s share of
this is £6,540,000. Of the £250 million, the first £125 million is “provided to
support additional spend on expanding social care to support the objectives of
integration, including through making progress on charging thresholds for all
non-residential services to address poverty. This additionality reflects the
need to expand capacity to accommodate growth in demand for services as a
consequence of demographic change”. The second £125 million is “provided
to help meet a range of existing costs faced by local authorities in the delivery
of effective and high quality health and social care services in the context of
reducing budgets. This includes our (Scottish Government and COSLA) joint
aspiration to deliver the Living Wage for all social care workers as a key step
in improving the quality of social care. The allocation of this resource will
enable Councils to ensure that all social care workers including in the
independent and third sectors are paid £8.25 an hour. This assumes that
private and third sector providers will meet their share of the costs. The
Government would prefer implementation on the 1 April but we (the Scottish
Government) accept COSLA’s point that preparatory work will be required to
ensure effective implementation. We (the Scottish Government) therefore
agree to an implementation date of 1 October. In 2016-17, Councils can
allocate up to £125 million of their 2015-16 costs of providing social care
services to Integrated Joint Boards including the uprating of staff to the Living
Wage. This will ensure an overall benefit to the provision of health and social
care of £250 million. To ensure transparency for the flow of funding support
for local authorities and delivery of the Living Wage commitment the
arrangements will be signed off at a local level by the appropriate Integration
Authority Section 95 Officer.” (Source: letter from Deputy First Minister to
Leaders of all Scottish Local Authorities 27 January 2016 — Appendix A)

Teacher Numbers

The Scottish Government has determined that the measure for this target will
be the maintenance at a national level of the pupil teacher ratio. “The
objective will be to maintain the pupil teacher ratio nationally at a value of 13.7
(the same level as 2015) in local authority schools as shown in the teacher
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2.1.6

2.1.7

2.1.8

2.1.9

and Pupil Census published in December 2016 and the teacher and
probationer commitments in 2016/17”.

Council Tax Freeze

For 2016/17 individual Councils will be required to deliver a Council Tax
freeze.

Any Council that does not sign up to the complete package will not receive
their share of the Integration Funding (£250 million), support for teachers (£88
million) and the Council Tax freeze support (E70 million). For Perth and
Kinross Council this is estimated to be in the region of £11 million to £12
million.

The letter from the Deputy First Minister required Council Leaders who intend
to take up the offer and agree the full package of measures to write to him to
set out their position by no later than 9 February 2016.

The 2016/17 Provisional Revenue Budget has been constructed to include
cost pressures and savings arising from the 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 tenth
consecutive year in 2016/17 at a Band D equivalent level of £1,158. On that
basis the Leader of the Council wrote to the Deputy First Minister on 4
February 2016 advising that he intended to present a 2016/17 Provisional
Revenue Budget to Council that fully complied with the offer.

2.1.10 The Council has received natification from Scottish Water that water and

waste water charges for 2016/17 will increase by 1.6%.

2.1.11 Assuming a Council Tax freeze, the Band D equivalent charge in 2016/17

2.2
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including Scottish Water charges will be £1,581.90, an increase of £6.57
(£1,575.33 in 2015/16), which represents an overall increase of 0.4%.

Total Revenue Funding and Funding Assumptions included within the
Provisional Revenue Budget for 2016/17

Based on Finance Circular 7/2015 the total revenue funding being made
available by the Scottish Government to Perth and Kinross Council in 2016/17
is £241,769,000 (see table below).

Scottish Government Grant Funding - Perth and Kinross Council
(Finance Circular 7/2015 - 24 December 2015)

2016/17

£'000

General Revenue Funding 184,101
Ring-Fenced Grants 113
Non Domestic Rate Income 57,555
Total Revenue Funding 241,769
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2.2

2.3.1

2.3.2

2.3.3

3.1

3.1.1

The Finance Circular did not contain any funding information beyond 2016/17
and therefore the assumptions on levels of funding for 2017/18 and 2018/19
included in these Provisional Revenue Budgets are based on revisions to the
assumptions included in the Medium Term Financial Plan.

The assumptions in the Medium Term Financial Plan on levels of funding in
2016/17 are set out in the following table:

Medium Term Financial Planning Assumptions
2016/17
£'000
1.25% Reduction in General Revenue Grant (2,276)
Increase in Non Domestic Rates Income 1,000
Net Anticipated Reduction in Funding (1,276)

The actual reductions facing the Council in 2016/17 which were notified in
Finance Circular 7/2015 are significantly worse than anticipated with an
additional reduction in funding of £6.535 million (making a total cash reduction
of c£7.811 million or 3.1%). Proposals on how the Council will manage this
reduction are set out in paragraph 3.3.3 of this report.

Non Domestic Rates

Finance Circular 7/2015 provisionally set the Non Domestic Rate poundage
for 2016/17 at 48.4p (48.0p in 2015/16) an increase of 0.83% and the Large
Business Supplement at 2.6p (1.3p in 2015/16). The significant increase in
the Large Business Supplement has an impact on the Council which is set out
in paragraph 3.3.3.

Both the poundage rate and the Large Business Supplement will be confirmed
following confirmation of the English equivalent rate (the ‘multiplier’), which is
expected to be announced shortly.

The Finance Circular also advises that details of the Business Rates
Incentivisation Scheme targets for 2015/16 (revised) and 2016/17
(provisional) will be confirmed shortly.

PROVISIONAL GENERAL FUND REVENUE BUDGET 2016/17, 2017/18
AND 2018/19

Background

Revenue Budget 2016/17 to 2018/19 — Report No. 1 which was considered by
the Council on 16 December 2015 (Report No. 15/578 refers) recommended
that the Council set a Final Revenue Budget for 2016/17 and Provisional
Revenue Budgets for 2017/18 and 2018/19.
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3.3

3.3.1

3.3.2

The Council does not have certainty on the levels of funding available from
the Scottish Government in 2017/18 and 2018/19. However with the Council
setting Provisional Revenue Budgets for 2017/18 and 2018/19 this will provide
authority for officers to embark on a programme of significant change
(including transformation) that will seek to protect front line services for the
citizens of Perth and Kinross.

Process for Preparing the Provisional Revenue Budgets for 2016/17,
2017/18 and 2018/19

The process for preparing the Provisional Revenue Budgets for 2016/17,
2017/18 and 2018/19 was summarised in the Medium Term Financial Plan
which was considered by the Council at its meeting on 1 July 2015 (Report
No. 15/276 refers).

Each Service has prepared an “Executive Summary” detailing anticipated
expenditure pressures with proposed compensating savings to contain these
pressures. In addition Services were asked to contribute towards a corporate
savings target to fund pressures such as pay awards, increased employers’
national insurance contributions and loan charges. These Executive
Summaries were issued to all Councillors on 14 January 2016. Updated
Executive Summaries are attached at Appendix E to this report.

The Provisional Revenue Budgets 2016/17, 2017/18 and 2018/19 are
predicated on maintaining the same levels of service delivery reflected in the
Provisional Revenue Budget approved in February 2015 (Report No 15/36
refers) with the exception of the specific issues identified within this report or
in the Revenue Budget Executive Summaries contained at Appendix E.

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.

Provisional Revenue Budgets 2016/17, 2017/18 and 2018/19

The Provisional Revenue Budgets for 2016/17, 2017/18 and 2018/19 are
detailed by Service in Appendix B to this report.

The following table sets out the extent of the anticipated financial challenge
facing the Council over the next three years. It also demonstrates the level of



Revenue Budget headroom available to the Council for 2016/17, 2017/18 and
2018/19.

Revenue Budget Headroom
2016/17 2017/18 2018/19 Total
£'000 £'000 £'000 £'000

Expenditure Pressures (16 December 2015) 16,517 8,180 7,193 31,890
Savings Proposals (16 December 2015) (11,912) (10,501) (11,059) (33,472)
(Gap) / Excess (16 December 2015) (4,605) 2,321 3,866 1,582
Removal of proposal on Care Home Contract (317) 317 0
Removal of review of School Week (1,287) (772) (2,059)
Removal of Flooding saving (40) (40)
Impact of Integrated Joint Board 4,220 (418) 3,802
Removal of HCC Inflation & ECS NDRI 193 144 146 483
Other Adjustments incl Accelerated Savings 70 411 (269) 212
(Gap)/Excess in Submissions
(Per Appendix E) (479) 1,171 3,288 3,980
Further net Reduction in Grant / NDRI (6,320) (1,958) (1,993) (10,271)
Non-Domestic Rates Changes (186) (186)
Reduction in Department of Work
& Pension Administration Grant (98) (98)
Total Funding Gap (7,083) (787) 1,295 (6,575)
Proposals to Address Funding Gap
Revenue Budget Headroom b/f 4,386 4,386
2015/16 Pay Award 842 842
Housing Benefits Budget 70 70
Repayment to Reserves 465 465
2 High Street Savings 150 (150) 0
Voluntary Severance Scheme - 1 539 145 (85) 599
Tayside Contracts 60 60
Welfare Reform 1,500 (1,500) 0
Number of Band D Properties 695 695
Council Tax Reduction Scheme 295 295
Loans Fund - defer payments 300 300
Contribution to Insurance Fund 200 (200) 0
Loan Charges 1,000 (1,000) 0
Contaminated Land 100 100
Planning Inquiries 100 100
Feasibility Studies 100 100
3% Applied to LAL / Horsecross 120 120
3% Applied to Housing and Community Care 25 25
17/18 and 18/19 Pay Award Assumptions 900 900 1,800
Voluntary Severance Scheme - 2 500 500
Transformation Phase 2 30 153 253 436
9,677 1,148 68 10,893
Revenue Budget Headroom 2,594 361 1,363 4,318




3.3.3 The following narrative provides an understanding of the source of the
expenditure pressures or funding proposal. These proposals are in addition
to the detailed Service submissions that are set out in Appendix E. The table
also sets out changes that have taken place since December 2015.

Funding Gap

(Gap) / Excess in Service Revenue Budget Submissions: — this is the
extent to which Service expenditure pressures and savings proposals
do not balance in year and therefore require to be funded in 2016/17

and contribute to “headroom” in 2017/18 and 2018/19.

Further Reductions in Grant Funding: — this is the level of additional
funding reductions announced in the Finance Circular issued on 24
December 2015 in excess of the Medium Term Financial Planning
assumptions. In addition the assumptions on growth in non-domestic
rates income in 2017/18 and 2018/19 have been revised downwards to
reflect the settlement in 2016/17.

Non-Domestic Rates changes: - Large Building Supplement — this is
the additional cost to the Council of properties with a rateable value in
excess of £35,000 (primarily schools).

Reduction in Department of Work and Pensions Grant: — this is the
level of Administration Grant reduction in 2016/17 advised by the
Department of Work and Pensions in January 2016.

Proposals to close the Funding Gap:

Headroom brought forward from 2015/16:— the Council has been
forecasting a significant reduction in funding for a number of years and
as such has identified recurring Revenue Budget “headroom” (excess
of income over expenditure) over a number of years to assist with
managing this reduction. In the current year this funding (£4.386
million) has been fully utilised to support a number of non-recurring
priorities including economic development and infrastructure.

2015/16 Pay Award: - with the 2015/16 actual pay award being less
than budget the “headroom” was augmented by a further £0.842million.

Housing Benefits Budget: — based on a recent review of activity in this
area it is proposed to reduce the budget on a recurring basis.

Repayment to Reserves no longer required: — this is a recurring
contribution to reinstate Reserves for the cost of historical early retirals
— this contribution is no longer required.

2 High Street: - savings from non-domestic rates and facilities
management costs as a result of the building being vacant until autumn
2016. This is available in 2016/17 only.



Voluntary Severance Scheme 1: — the outcome of the most recent
Scheme is reported in section 5. The savings identified here are in
addition to those required to deliver the savings included in Appendix
E.

Tayside Contracts: — this is the projected increase in the level of
income to the Council from its share of Tayside Contracts surpluses.

Welfare Reform: — defer to 2017/18 as the Housing and Health
Committee determined rent levels for temporary accommodation at its
meeting on 27 January 2016 (Report No. 16/28 refers)

Number of Band D Properties: - the latest projections on the number of
Band D equivalent properties is showing more growth than anticipated
in the Medium Term Financial Plan which allows the Council Tax
income budget to be increased.

Council Tax Reduction Scheme: — there was an under spend in
2014/15 and a projected under spend in 2015/16 and as such the
proposed budget reduction in 2016/17 is considered prudent.

Loans Fund: — accounting regulations have recently changed allowing
principal repayments to be deferred until the completion of an asset —
this proposal delivers a saving in 2017/18.

Contribution to Insurance Fund: — based on the latest projections for
the Insurance Fund it is proposed that a one year “payment holiday” for
the 2016/17 General Fund contribution is taken with the budget being
reinstated in 2017/18.

Loan Charges: — the Medium Term Financial Plan assumes a £1million
increase in the Loan Charges budget in each of 2016/17, 2017/18 and
2018/19 — this proposal would mean no increase in 2017/18, but this
increase being reinstated in 2018/19.

Contaminated Land: — this is a proposal to remove a recurring
contribution towards potential future expenditure. Any future
expenditure in this area would require to be contained within Service
Revenue Budgets or met from Earmarked Reserves.

Planning Inquiries: — this is a proposal to remove a recurring
contribution towards potential future expenditure. Any future
expenditure in this area would require to be contained within Service
Revenue Budgets or met from Earmarked Reserves.

Feasibility Studies: — this is a proposal to remove a recurring
contribution towards potential future expenditure. Any future
expenditure in this area would require to be contained within Service
Revenue Budgets.
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e 3% Reductions Applied to Outside Organisations: — this is a proposal
to pass on savings of a similar level to the reduction in Scottish
Government funding to the Council to outside organisations including
Live Active Leisure, Horsecross Arts and various bodies funded by
Housing and Community Care.

e 2017/18 & 2018/19 Pay Award Assumptions: — the Medium Term
Financial Plan assumes a pay award in 2017/18 and 2018/19 of 1.5% -
this proposal reduces that assumption to 1%.

e Voluntary Severance Scheme: — this is the additional saving assumed
from future voluntary severance schemes (in excess of the savings
submissions set out in Appendix E).

e Transformation Phase 2: — this is the level of anticipated savings from
future transformation projects based on the projects approved at the
meeting of the Strategic Policy and Resources Committee on 10
February 2016 (Report No. 16/50 refers).

The net impact of the adjustments described in 3.3.3 above deliver recurring
Revenue Budget “headroom” to the Council that is set out in the following
table.

2016/17 2017/18 2018/19 Total
£000 £000 £000 £000
Revenue Budget Headroom 2,594 361 1,363 4,318

3.35

3.3.6

3.3.7

3.3.8

Revenue Budget “headroom” provides capacity to the Council to either reject
savings proposals or fund additional expenditure pressures.

Assuming the funding levels notified by the Scottish Government for 2016/17
and the assumptions on future years’ funding the Provisional Net Revenue
Budgets for 2016/17, 2017/18 and 2018/19 are shown at Appendix B.

The Council is reminded that the Provisional Revenue Budgets, as set
out in Appendix B are based upon the assumption that all of the
expenditure pressures and all of the compensating savings within the
Executive Summaries attached as Appendix E and the proposals in the
table in paragraph 3.3.3 to the report are approved.

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.




3.3.9 The Provisional Revenue Budgets for 2016/17, 2017/18 and 2018/19 are
summarised in Appendix B. Movements in the Provisional Revenue Budgets
are summarised in Appendix C.

3.3.10 The potential workforce implications identified within the Executive
Summaries include vacant posts and will be influenced by turnover, including
voluntary severance. The Council’s positive and proactive approach to
workforce management is designed to mitigate the impact on our people,
including investment in skills for the future, retraining, support to take on new
job roles, career coaching, and building resilience.

3.4  Perth and Kinross Integrated Joint Board

3.4.1 The letter from the Depute First Minister of 27 January 2016 includes
information on how the national Integration Fund of £250 million may be
applied for social care in 2016/17 which is set out in paragraph 2.1.4 above -
additionally some aspects of the letter require a significant degree of
interpretation.

3.4.2 The Council received notification on 3 February 2016 that its share of the
£250 million that is attributable to Perth and Kinross is £6,540,000 which is
based on a combination of Grant Aided Expenditure (GAE) local authority
indicators and the NHS Resource Allocation Committee formula for
distributing health funding.

3.4.3 Based on the contents of the letter of 27 January, together with information
provided by COSLA officials and other sources, the following assumptions are
contained within the Housing and Community Care Executive Summary which
is set out in Appendix E.

3.4.4 The first 50% of the estimated funding (£3,270,000) is to “support additional
spend on expanding social care to support the objectives of integration,
including through making progress on charging thresholds for all non-
residential services to address poverty. The additionality reflects the need to
expand capacity to accommodate growth in demand for services as a
consequence of demographic change”.

3.4.5 1In 2016/17 the Housing and Community Care Executive Summary includes
provision to fully allocate the first £3,270,000 as follows —

e £2,341,000 of additionality originally identified in the submission
towards older people and learning disabilities.

e £929,000 of further additionality for the Integrated Joint Board
(including the impact of changes to charging thresholds).

3.4.6 The second 50% of estimated funding (£3,270,000) is provided to help meet a
range of existing costs faced by Councils in the delivery of effective and high
quality health and social care services. This includes an aspiration of a
“Living Wage” for all social care workers of at least £8.25 by 1 October 2016.
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3.4.7

3.4.8

3.4.9

3.5

3.5.1

3.5.2

3.5.3

3.6

3.6.1

3.6.2

3.6.3

3.6.4

The Housing and Community Care Executive Summary has allocated this
funding in full including £1,693,000 towards the implementation of the “Living
Wage” requirement over 2016/17 and 2017/18. For planning purposes it has
been assumed that implementation takes place on 1 July 2016 and that social
care providers contribute 25% of the cost. It is emphasised that estimating
the likely cost of the “Living Wage” is difficult in advance of negotiations with
providers and that this figure is merely indicative at this stage.

Additionally ensuring the delivery of the £8.25 per hour Living Wage may be
challenging in view of the law relating to procurement.

The balance of the second tranche of funding has been allocated firstly to
other social care pressures included in the Housing and Community Care
Executive Summary (£1,017,000) with the remainder being applied to support
the Council’s Revenue Budget strategy.

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 (£5,783,000) is reflected
within the Updated Provisional Revenue Budget for 2016/17 and set out in
Appendix D to the report.

ACTION: The Council is requested to approve the use of Revenue
Budget Flexibility as set out in Appendix D 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. 15/276). 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

The Capital Budget for the five years to 2020/21 was the subject of a separate
report to the Strategic Policy and Resources Committee on 10 February 2016
(Report No. 16/46 refers).

On 16 December 2015 the Council agreed to consider the Capital Budget for
the seven years to 2022/23 on 22 June 2016. This decision was taken due to
the magnitude of the challenges presented by the financial environment and
the delivery of the Transformation Programme.

11



3.6.5

3.6.6

4.1

41.1

4.1.2

4.1.3

4.2

42.1

4.2.2

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. 16/52
refers).

Housing Revenue Account

The final Housing Revenue Account (HRA) Revenue Budget for 2016/17 and
Five Year Capital Investment Programme and Rent Strategy to 2020/21 were
approved by the Housing and Health Committee on 27 January 2016 (Report
No. 16/28 refers). The Committee approved the recommendation of an
average weekly rent increase of £1.42 per week (2.2%) 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 2016/17 Final Revenue Budget and Provisional
Revenue Budgets for 2017/18 and 2018/19. 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 97.1% in 2014/15
(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 remains 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 63,613 in 2016/17, 64,202 in 2017/18 and
64,755 in 2018/19.

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. This increase
has been reflected in the Council’s financial planning assumptions - see
paragraph 3.3.3.

12



5.1

5.2

5.3

5.4

5.5

5.6

WORKFORCE PLANNING

The Council has reduced the size of its workforce over the last five years. 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
reduced funding and growing service demand. The Council has updated its
Transformation Programme and each transformation project incorporates 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 considers 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 which is underpinned by the
Council’s Learn Innovate Grow philosophy will help identify the skills and
attributes we require in future and inform the updating of our workforce plans.

Continuing this proactive approach, on 1 July 2015 the Council approved the
promotion of a Voluntary Severance Scheme (Report No. 15/276 refers). This
allows a reshaping of the workforce to meet the predicted medium term
financial challenges and facilitate service redesign, transformation and
efficiencies. The voluntary severance scheme is a core part of the Council’s
workforce management measures which maximises the opportunities for
workforce change over the medium term while, as far as possible, protecting
people; the need to manage change in a consensual way in partnership with
employees and trade unions and the importance of giving greater choice and
support to employees.

The staff leaving the Council under this Voluntary Severance Scheme will
leave between 12 February 2016 and 31 March 2018.

The key dates in the process are set out below.

e 10 August 2015 — Launch of Voluntary Severance Scheme

e 28 August 2015 — Deadline for staff to request estimated final figures
payable for voluntary severance

e By 20 November 2015 - HR and Pension Team provide estimated
voluntary severance figures

e 30 November 2015 — Deadline for staff to formally apply for voluntary
severance

e By 4 December 2015 — Service Management Team assessments
complete

13



e By 15 December 2015 — Executive Officer Team assessments
complete

e 11 February 2016 — Special Council meeting to set Final Revenue
Budget for 2016/17 and Provisional Revenue Budgets for 2017/18 and
2018/19

e Post 11 February 2016 — Staff advised of final outcome.

5.7  All applications were assessed on an individual basis against :
e Affordability — must produce a saving within five years with maximum
weighting where payback is achieved within two years.

e Impact on service delivery.

5.8 The Executive Officer Team has assessed 196 business cases for voluntary
severance and is recommending approval of 131 applications as follows:

Recommended Total
for Total Savings
Approval Cost (Full Year)
£'000 £'000
Education & Children's Services 38 £815,585 £961,538
Housing and Community Care 56 £1,785,330 £1,489,842
The Environment Service 19 £406,821 £596,253
Corporate and Democratic Services 15 £394,811 £394,632
Total (General Fund) 128 £3,402,547 £3,442,265
Housing Revenue Account 3 £106,844 £72,813
Total (Housing Revenue Account) 3 £106,844 £72,813
Total 131 £3,509,391 £3,515,078
Cumulative Saving by 2020/21 (General Fund) £13,534,375
Cumulative Saving by 2020/21 (Housing Revenue Account) £317,355
TOTAL CUMULATIVE SAVING BY 2020/21 £13,851,730

5.9 The implications on service delivery of approving the 131 applications are
summarised in the individual savings options set out in Appendix E. By
approving the savings options in Appendix E and the proposals to address the
funding gap in section 3.3 the Council is approving the voluntary severance
scheme proposals summarised in the above table.

5.10 The Annual Accounts for 2014/15 which were approved by Council in October
2015 included £12.963 million earmarked towards Transformation (including
Workforce Management) (Report No. 15/414 refers). The adjustments to
Service budgets will be included in Revenue Monitoring Report No.4 that will
be considered by the Strategic Policy and Resources Committee in April
2016.
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5.11

5.12

5.13

6.1

6.2

The Strategic Policy and Resources Committee of 12 June 2013 considered
an Accounts Commission report into Managing Early Departures from the
Scottish Public Sector (Report No. 13/289 refers).

The report set out good practice as follows:

e Early departure schemes should be driven by the needs of
organisations and their workforce plans.

e Alternatives to early departures should be considered such as
redeployment, natural turnover and service redesign.

e There should be clear policies and procedures which are consistently
applied.

e Proposals should be supported by business cases, showing the full
additional costs of early departures and their anticipated savings.

e There should be restrictions on staff who have accepted an early
departure package from being re-employed.

e Councillors should approve early departure schemes ensuring that
proposals represent value for money.

e Councillors should approve proposals affecting senior managers to
ensure each application is independently authorised.

e Compromise agreements should not be used to limit public
accountability.

e Senior managers as well as councillors should monitor progress to help
ensure that planned savings are being made.

e Senior managers as well as councillors should use lessons learned
from past and existing schemes and apply these accordingly to future
proposals.

e Organisations should be open in their annual reports and accounts
about the costs of early departures and the savings they have
generated.

Perth & Kinross Council’s application of early retirement and voluntary
severance complies in full with the principles of good practice set out in the
Accounts Commission report.

BUDGET CONSULTATION EXERCISE

To gauge public views on budget priorities, an online consultation exercise
was undertaken between December 2015 and January 2016. As well as
visualisations to improve understanding of income and expenditure, an
interactive budgeting tool was available on the Council website and promoted
via PKC news, press and social media. The consultation page received 528
public unigue views and 816 unique views by council staff. Overall, there
were 91 submissions via the online budgeting tool. This response is
understood to be in line with other Councils undertaking similar exercises. As
with any exercise of this type, results are indicative and will be influenced by
the views of those who choose to make a submission, and cannot be
considered fully representative of all residents.

The budgeting tool challenged respondents to save around £12m by
maintaining or reducing service area budgets using the options of maintain, or
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6.3

6.4

7.1

7.2

7.3

7.4

7.5

reduce by 1%, 3% or 5%. Across all service areas, budget savings were
indicated by the majority, but areas where over a quarter preferred the
maintenance of budget were: Children and Families Social Work, Services for
Older people and adults, Education and Roads Maintenance. Service areas
where a clear majority indicated the greatest (5%) reduction were Corporate &
Democratic Services, Property & Energy, Cultural & Community Services and
Planning, Regeneration and Enterprise.

In addition, 36 individuals provided written comments via the tool or other
channels, detailing over 100 ways to reduce expenditure, generate income or
expressing which services should be protected. The most frequent
comments were around protecting services for vulnerable people, raising
Council Tax and generally increasing the efficiency of services.

More information on the results of the consultation exercise can be found in
Appendix F.

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
16/52 refers).

Local Government Finance Settlement 2016/17

The magnitude of the reductions in funding in 2016/17 is unprecedented. The
scale and pace of change required presents a significant risk in itself.

Local Government Funding Beyond 2016/17

The Council has no information on funding levels from the Scottish
Government beyond 2016/17. This presents a risk to the Provisional
Revenue Budgets for 2017/18 and 2018/19.

It is very difficult to estimate the probability of various levels of reductions with
any certainty. The magnitude of the reductions will be influenced by many
aspects of the wider economic climate and UK and Scottish Government
policies.
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7.6  The potential for cash and real terms reductions in future funding beyond
financial year 2016/17 is considered to represent a significant risk in the
management of the budget over the medium term.

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

7.8 Inview of this, the Council is advised to consider a prudent approach in
applying unallocated budgeted resources towards recurring expenditure
proposals in the 2016/17, 2017/18 and 2018/19 Provisional Revenue
Budgets.

7.9 In addition there is no information on the possible sanctions that may be
attached to the local government finance settlement beyond 2016/17.

Corporate Transformation Projects

7.10 There are a number of corporate transformation projects (including
procurement / mobile working and PKC MyAccount) that are included in the
Provisional Revenue Budgets for 2016/17, 2017/18 and 2018/19. There is
inevitably a degree of uncertainty about the ability of the Council to achieve
significant savings in the short to medium term as these projects are
implemented.

Service Transformation Projects

7.11 All Services include Revenue Budget savings from previously approved
Service specific transformation projects. In line with the corporate projects,
more certainty on these savings will materialise as the projects are
progressed.

Number of Band D properties

7.12 The Provisional Revenue Budget for 2016/17 assumes significant levels of
growth in the number of Band D equivalent properties. These assumptions
are based on levels of growth currently being experienced. If these levels of
growth in the number of properties do not continue there is a risk to the
budgeted level of Council Tax income.

Perth and Kinross Integrated Joint Board

7.13 The Council has assumed that it will be able to offset expenditure pressures in
2016/17 from national funding of £250m that will be channelled through the
National Health Service. If the Council is not able to secure access to the
levels of funding assumed in the 2016/17 Provisional Revenue Budget then
this may present a significant risk to levels of service delivery.

7.14 Primarily as a result of the Transformation Programme the 2017/18 and
2018/19 Provisional Revenue Budgets assume reductions in the level of
expenditure on social care activities. There is a risk that this is incompatible
with the Scottish Governments aspirations and that this may result in

17



7.15

7.16

7.17

7.18

7.19

7.20

7.21

sanctions. There is no information on Scottish Government expectations or
sanctions beyond 2016/17.

Assumed Increases in Council Tax Rates from 2017/18

The Medium Term Financial Plan assumes increases in rates of Council Tax
of 2% in 2017/18 and 2018/19. There is no clarity on whether the national
Council Tax freeze will still be in place and therefore whether there will be an
option to raise the tax locally without risk of financial penalty.

Savings based on reshaping the teaching workforce

There are a number of savings proposals set out in Appendix E in 2017/18
and 2018/19 that are based on a small reduction in teacher numbers.
Currently the terms of the Settlement offer for 2016/17 preclude a reduction in
teacher numbers without incurring a financial penalty. There is therefore a
risk that the Council will be unable to make the proposed savings in future
years.

Savings from current Voluntary Severance Scheme not secured vet

The Provisional Revenue Budgets for 2016/17, 2017/18 and 2018/19 assume
that the Voluntary Severance Scheme applications referred to in section 5 are
taken up. This will only be known once formal decisions are conveyed to
applicants following this Special Meeting of the Council.

Voluntary Severance — from April 2016

The Council is likely to promote a further Voluntary Severance Scheme from
March 2016 and savings have been assumed in the Provisional Revenue
Budget for 2017/18. There is a risk to the Revenue Budget to the extent that
these assumptions of additional savings are not delivered (in excess of the
existing savings at Appendix E).

Council Tax Reduction Scheme

The adjustment to the 2016/17 Provisional Revenue Budget in relation to the
Council Tax Reduction Scheme is based on levels of activity in 2014/15 and
2015/16 and funding from the Scottish Government continuing beyond
2016/17 at existing levels.

Implementation of 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 detailed roll out of Universal
Credit locally. The Department of Work and Pensions have indicated that the
roll out of Universal Credit for Perth and Kinross will take place during April
2016. However, as with other Councils, it is anticipated that the
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7.22

7.23

7.24

7.25

7.26

7.27

7.28

implementation will take place incrementally and that initially this will involve a
small number of less complex cases locally.

Removal of Recurring Budgeted Contributions

The 2015/16 Final Revenue Budget includes recurring contributions towards
contaminated land, planning inquiries and feasibility studies. There remains a
small amount in Reserves to deal with expenditure in these areas however
should significant costs be incurred then this may have to be dealt with from
existing revenue budgets at the expense of other areas of activity.

Pay Award of 1% in 17/18 and 18/19

The pay award for 2016/17 of 1% has already been agreed with the Trade
Unions. The 2017/18 and 2018/19 Provisional Revenue Budgets contain a
pay award assumption of 1% for all staff groups which is in line with national
expectations on pay awards across the public sector. Pay inflation in other
sectors of the economy is projected to be significantly above these budgeted
levels.

There is a risk that the outcome of national pay negotiations in 2017/18 and
2018/19 differs from the Council’s assumptions which could have a significant
financial impact upon the Council.

Apprenticeship Levy — from 1 April 2017

It is anticipated that the Apprenticeship Levy will be implemented in Scotland
from 1 April 2017. There is limited information on what will constitute
qualifying expenditure for this Levy and as such this may present a further
expenditure pressure to the Council.

Expenditure Pressures in 2017/18 and 2018/19

There is a risk that the assumptions in relation to the expenditure pressures in
2017/18 and 2018/19 differ from what actually happens and that this has an
impact on setting Final Revenue Budgets in these years.

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. This risk is enhanced by the implementation of the National Living
Wage from 1 April 2016 together with pressure to enhance wage rates paid by
service providers and suppliers.

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 volatile economic climate.
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7.29 Interms 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.

7.30 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.

8. CONCLUSION AND RECOMMENDATIONS

8.1  The Council has prepared Provisional Revenue Budgets for 2016/17, 2017/18
and 2018/19 amidst one of the most challenging financial settlements in its
history.

8.2  The Council is requested to:

8.1.1 Approve the 2016/17, 2017/18 and 2018/19 Provisional Revenue Budgets as
set out in Appendix B to the report.

8.1.2 Determine the Final Revenue Budget and Council Tax for financial year
2016/17.

8.1.3 Determine the Updated Provisional Revenue Budgets and Provisional Council
Tax levels for 2017/18 and 2018/19

8.1.4 Approve the carry forward of resources from 2015/16 into 2016/17, future
years and Reserves under the terms of the Revenue Budget Flexibility
scheme as set out in Appendix D 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 4 February 2016

(Scott Walker — 01738 475515)
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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, Depute Chief Executives and the Corporate Human

Resources Manager have been consulted in the preparation of the Provisional
Revenue Budgets for 2016/17, 2017/18 and 2018/19.
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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 A — Letter from Deputy First Minster dated 27 January 2016.
Appendix B — Provisional Revenue Budgets for 2016/17, 2017/18 and
2018/19
Appendix C — Movements between
e 2015/16 Final Revenue Budget and 2016/17
Provisional Revenue Budget;
e 2016/17 Provisional Revenue Budget and 2017/18
Provisional Revenue Budget;
e 2017/18 Provisional Revenue Budget and 2018/19
Provisional Revenue Budget
Appendix D — Revenue Budget Flexibility Scheme — Proposed Carry
Forwards from 2015/16
Appendix E — Service Pressures and Savings
Appendix F — Summary of Public Consultation
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APPENDIX A

Deputy First Minister and Cabinet Secretary for Finance, Constitutionand I v

Economy

John Swinney MSP .
The Scottish

T: 0300 244 4000 Government
E: dfm@gov.scot Riaghaltas na h-Alba

Councillor David O’Neill
President

COSLA

Verity House —
19 Haymarket Yards LEGACY 2014
Edinburgh
EH12 5BH

D

Copy to: The Leaders of all Scottish local authorities

27 January 2016

Dear David

| write now to confirm the final details of the Local Government Finance settlement for 2016-
17, following the conclusion of our partnership discussions to consider the package of
measures contained in my initial letter of 16 December 2015.

This funding package is focussed on delivery of our joint priorities to deliver sustainable
economic growth, protect front-line services and support the most vulnerable in our society.

| have considered the representations made to me by COSLA and this is reflected in the
detail of the settlement and the package of measures included in this letter. My aim
throughout our extensive discussions has been to reach an agreement with councils around
the implementation of these commitments. | invite local authorities to agree the terms of the
settlement.

The measures set out in the settlement offer must be viewed as a package to protect shared
priorities and intensify a journey of reform. In order to access all of the funding involved, of
£408 million, local authorities must agree to deliver all of the measures set out below and will
not be able to select elements of the package.

Integration Fund

The offer being made is that £250 million will be provided from the Health budget to
integration authorities in 2016-17 for social care:

That of the £250 million, £125 million is provided to support additional spend on
expanding social care to support the objectives of integration, including through
making progress on charging thresholds for all non-residential services to address
poverty. This additionality reflects the need to expand capacity to accommodate
growth in demand for services as a consequence of demographic change.
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APPENDIX A cont'd

That of the £250 million, £125 million is provided to help meet a range of existing
costs faced by local authorities in the delivery of effective and high quality health and
social care services in the context of reducing budgets. This includes our joint
aspiration to deliver the Living Wage for all social care workers as a key step in
improving the quality of social care. The allocation of this resource will enable
councils to ensure that all social care workers including in the independent and third
sectors are paid £8.25 an hour. This assumes that private and third sector providers
will meet their share of the costs. The Government would prefer implementation on
the 1 April but we accept COSLA’'s point that preparatory work will be required to
ensure effective implementation. We therefore agree to an implementation date of 1
October. In 2016-17, Councils can allocate up to £125 million of their 2015-16 costs
of providing social care services to Integrated Joint Boards including the uprating of
staff to the Living Wage. This will ensure an overall benefit to the provision of health
and social care of £250 million. To ensure transparency for the flow of funding support
for local authorities and delivery of the Living Wage commitment the arrangements
will be signed off at a local level by the appropriate Integration Authority Section 95
Officer.

Teacher Numbers

The Scottish Government has been consistent that the protection of teacher numbers is a
central part of our priority to raise attainment. Following our discussions and the further
representations COSLA has made, the Scottish Government have agreed that the measure
for the implementation of that target, against a forecast that pupil numbers will increase over
the coming academic year, will be the maintenance at a national level of the pupil teacher
ratio.

The objective will be to maintain the pupil teacher ratio nationally at a value of 13.7 (the
same level as in 2015) in local authority schools as shown in the Teacher and Pupil Census
published in December 2016 and the teacher and probationer commitments in 2016-17. In
order to support delivery, the Scottish Government will continue to monitor these
commitments throughout the year.

Council Tax Freeze

The Scottish Government was elected on a commitment to freeze the council tax for the
entirety of this Parliamentary session and is committed to delivering this policy. Many local
authorities have a commitment to freeze the Council Tax over a similar timescale. Against
the questions of the wider revenue-raising challenges raised in the Budget the Scottish
Government believes that it is important to provide protection for household incomes in what
has been a very financially challenging period for many households.

The Scottish Government has now received the report from the Commission on Local Tax
Reform and the Government believes now is not the time to dispense with the protection the
freeze offers. Looking ahead we will be bringing forward plans for reform of the present
Council Tax, reflecting the principles of the report, and we are committed to working in
partnership with local government on the implementation of that.

For 2016-17 individual local authorities will again require to agree to work with the Scottish
Government to deliver a council tax freeze for the ninth consecutive year.
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APPENDIX A cont'd

Any council that does not sign up to the complete package will not receive their share of the
Integration Funding (£250 million), support for teachers (£88 million) and the council tax
freeze support (E70 million). Should that be the case, steps will be taken to recover the latter
two elements that have been distributed from the individual council’s allocations in the local
government finance settlement in-year.

If in the event, however, a council that does sign up then does not deliver any of the
remaining specific commitments on council tax freeze, social care spend, including delivery
of the £8.25 per hour Living Wage or national teacher targets then the Scottish Government
reserves its position to take action to remove access to or recover that element of the
additional funding support earmarked to deliver each of the remaining specific measures. In
the case of pupil teacher ratio not being maintained nationally then the Scottish Government
reserves its position to recover monies allocated to individual authorities whose pupil teacher
ratio rises. This action will be proportionate and apply only to that element of the funding for
a specific measure that a local authority subsequently does not deliver as set out in the
paragraph above.

| will require those Council Leaders who intend to take up the offer and agree the full
package of measures to write to me to set out their position, including on the council tax.
Given that | am setting out changes to the proposals we previously discussed, | want to give
local authorities every opportunity to consider these issues in full. Leaders should therefore
provide their response to me by no later than Tuesday 9 February 2016.

| fully understand the pressures on budgets, which is being felt across the whole of the public
sector, but | firmly believe that the funding proposals | have set out for local government
protects our shared priorities and delivers practical financial support to intensify the pace of
reform. | hope you and your fellow Council Leaders can agree that in the circumstances the
proposals deliver a strong but challenging financial settlement. The key to addressing this
challenge is reform and local government is a key partner in our programme to reform and
improve public services.

JOHN SWINNEY

27


dwrobertson
Text Box

dwrobertson
Text Box

dwrobertson
Text Box
APPENDIX A cont'd



28



PERTH & KINROSS COUNCIL

SPECIAL COUNCIL MEETING - 11 FEBRUARY 2016

REVENUE BUDGET 2016/17-2018/19

PROVISIONAL REVENUE BUDGET

Education & Children's Services
Housing & Community Care

The Environment Service
Corporate & Democratic Services
Sub-Total: Service Budgets

Corporate Budgets

Contribution to Valuation Joint Board
Capital Financing Costs

Interest on Revenue Balances
Contribution to/(from) Capital Fund
Contribution to Insurance fund
Tayside Contracts Surplus

Support Service External Income
Unfunded Pension Costs

Provision for Contingencies
Discretionary Relief

Contribution from Capital Fund
Contribution from workforce planning

Sub-Total: Corporate Budgets

Net Expenditure (General Fund)

Financed By:
Council Tax

Council Tax Reduction Scheme
Total Revenue Funding

Capital Grants

Budget Flexibility (see Appendix D)
Balances

Surplus Resources

APPENDIX B
2016/17 2017/18 2018/19
£000 £000 £000
170,741 159,137 158,789
64,870 62,538 59,950
56,777 53,367 51,791
14,268 14,045 13,644
306,656 289,087 284,174
1,166 1,166 1,166
16,296 15,996 17,996
(200) (200) (200)
1,626 1,626 1,626

0 200 200

(250) (250) (250)
(1,888) (1,888) (1,888)
1,551 1,551 1,551
250 250 250

150 150 150
(2,212) 0 0
0 (500) (500)
16,489 18,101 20,101
323,145 307,188 304,275
(73,664) (75,822) (77,965)
6,249 6,249 6,249
(241,769) (238,564) (235,352)
(6,820) (1,500) (1,500)
(5,283) 0 0
(4,452) (506) (25)
(2,594) (2,955) (4,318)
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PERTH & KINROSS COUNCIL
SPECIAL COUNCIL MEETING
11 FEBRUARY 2016

Final 2015/16 Budget

Reversal of Non-Recurring adjustments:

Service Pressures & Savings
Pay Award

Medium Term Financial Plan Funding

Increased Share of Tayside Contracts Surplus

Budget Flexibility

Capital Funding - Theatre
Capital Grant

Reserves

Budget Motion

Other

Remove Insurance Reserve Contribution for one year

Settlement

Welfare Reform

Miscellaneous Adjustments
Voluntary Severance Scheme
Integration Joint Board
Affordable Housing

Budget Flexibility

Devolved School Management
Expenditure Funded by Reserves

Expenditure Funded by Capital Grant

Provisional 2016/17 Budget
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(5,273)
(2,848)
(5,599)
(1,543)
(4,346)

432

£'000
332,819

(19,177)

4,535

(842)

(558)

(60)

(200)

(676)

(1,500)

(12)

(539)

(4,220)

750

5,283

985

1,378

5,179

323,145



PERTH & KINROSS COUNCIL
SPECIAL COUNCIL MEETING
11 FEBRUARY 2016

Provisional 2016/17 Budget

Reversal of Non-Recurring adjustments
Reversal Budget Flexibility

Local Taxes

Service Pressures & Savings

Pay Award

Delay Loan Charges by one year
Miscellaneous Adjustments
Voluntary Severance Scheme
Integration Joint Board

Changes to school week

Transformation Programme

Movement in Expenditure Funded by Reserves

Movement in Expenditure Funded by Capital Grant

2017/18 Budget
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£'000
323,145

(282)
(5,283)
911
(2,732)
(900)
(1,000)
(351)
(645)
475
1,287
(153)
(1,964)

(5,320)

307,188



PERTH & KINROSS COUNCIL
SPECIAL COUNCIL MEETING
11 FEBRUARY 2016

Provisional 2017/18 Budget

Reversal of Non-Recurring adjustments
Local Taxes

Service Pressures & Savings

Pay Award

Miscellaneous Adjustments
Integration Joint Board

Changes to school week

Transformation Programme

2018/19 Budget
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£'000
307,188

519
924
(3,597)
(900)
(61)
(317)
772

(253)

304,275
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APPENDIX E

PERTH & KINROSS COUNCIL
SPECIAL MEETING OF THE COUNCIL - 11 February 2016
REVENUE BUDGET: 2016/17, 2017/18 & 2018/19

2016 - 2019
REVENUE BUDGET

Expenditure Pressures & Savings

11 FEBRUARY 2016
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APPENDIX F

Perth & Kinross Council 2016/17 Budget Consultation Summary Report

Background

Like all local authorities, Perth & Kinross Council (PKC) is preparing for significant financial challenges
ahead and budget decisions. To gauge residents’ views on budget issues/ priorities, consultation was
undertaken between December 2015 and January 2016. As well as visualisations to improve
understanding of income and expenditure, an interactive budgeting survey was available on the
Perth and Kinross Council website, and promoted via various channels.

Response

The consultation page received 528 unique views by the public and 816 unique views by council
staff. The interactive image experienced 11,646 hovers with 232 clicks to our other web pages.
Overall, there were 91 submissions via the online budgeting tool. This response is in line with that
received by other Councils in similar exercises. As with any exercise of this type, results are
indicative and will be influenced by the demographic of those who choose to make a submission,
and cannot be considered representative of all PKC residents.

Results

The budgeting tool challenged respondents to save around £12m by maintaining or reducing service
area budgets. Figure 1 summarises the responses received, showing the proportion maintaining and
saving budgets from the service areas, listed in the order they were shown in the consultation tool.
The priorities for maintaining and saving budgets can be clearly interpreted.

Figure 1: Overall summary of responses (% in each category, original order presented in tool)

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Planning, regeneration and enterprise 7 | I 16I M
Children and Families Social Work ] 32 | 16 19 16
Services for Older People ] 33 | 16 19 15
Other Adult Services | 26 | 24 16 17
Education ] 26 | 20 m
Housingete. |14 [ 22 [ CRR
Waste & Recycling ] 17 | 15 m
Cultural & Community Services ] 10 | 12 LY
Roads Maintenance etc. ] 32 | 20 m
Public Transport m
Property & Energy
Corporate & Democratic services |3] 5 [F] ()

O Maintain @ Reduce by 1% B Reduce by 3% B Reduce by 5%
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APPENDIX F

Comments
There were 36 comments received, detailing over 100 ways to reduce expenditure, generate income
or expressing which services should be protected.

Reducing Expenditure

Of the observations made about reducing expenditure the most commonly mentioned related to the
Council becoming more efficient by doing things right first time, making evidenced based decisions
and reducing the number of employees and councillors.

Generating Revenue
There were 21 remarks made about generating revenue, the most commonly cited of which
favoured raising the council tax to protect essential front line services.
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