ARGYLL AND BUTE COUNCIL POLICY AND RESOURCES COMMITTEE
FINANCIAL SERVICES 7 DECEMBER 2023

BUDGET OUTLOOK 2024-25 TO 2028-29

1. EXECUTIVE SUMMARY

1.1 This report provides an update to the budget outlook covering the period 2024-
25 to 2028-29, reported to the Policy and Resources Committee on 12 October
2023.

1.2 The estimates within the report are based on the mid-range scenario with best

and worst case scenarios noted in Appendix 1.

1.3 The assumptions in respect of future years Scottish Government funding
remain unchanged from those reported on 10 August 2023 and range between
0.5% increase (best case) and 0.5% reduction (worst case) with a mid-range of
0%. This assumption is based on the settlement over the last few years and the
estimates within the spending review which indicate that a flat cash settlement
in future years may be the most likely position, however this assumption will be
kept under review and updated as necessary during 2023-24.

1.4 There are no changes to my previous assumptions around the growth in
Council Tax. The Council tax base has been assumed to grow by 0.25% in the
worst case scenario, 0.5% in the mid-range scenario and 0.75% in the best
case.

1.5

1.6 Assumptions in respect of employee costs for Council services are as follows:



1.7

The SJC and Chief Officers pay award for 2023-24 has progressed further
but has yet to be finalised and this may have an impact on the base budget
if the pay award is greater than the total of what has been allowed for the in
the budget and what Scottish Government are committing towards the pay
deal. It is hoped that this will be finalised over the coming weeks and the
financial impact can be calculated, however, the expectation is that there
should be sufficient budget or additional funding to cover what is agreed.
The teachers’ pay award for 2023-24 has already been agreed to 31 July
2024 and the current budget is sufficient to cover the deal.

For future years, a 2% increase had previously been built into the mid-range
scenario, however there is pressure on Local Authorities for an increase
beyond this therefore it is prudent to amend the assumptions contained
within the budget outlook to 3% in 2024-25 falling back to 2% in 2025-26
onwards.

Increments are estimated between £0.329m and £0.657m with mid-range
£0.657m.

A decrease to the long term employer contribution rate paid to Strathclyde
Pension Fund (SPF) from 19.3% to 17.5% has resulted in a reduction to
employee costs of £1.061m in all scenarios within the budget outlook.

For non-pay inflation, only unavoidable/inescapable inflation has been built in
for the best case and mid-range scenarios with a contingency of £0.250m built
into the mid-range. A further general inflationary increase has been built into
the worst case scenario.



potential options is an estimated gap over the five year period of £42.390m with
a gap of £11.928m in 2024-25.

1.12






4.1.2

total budget for Local Government would remain flat cash until 2026-27. As a
result of this the assumptions in respect of future years Scottish Government
funding range between a 0.5% increase (best case) and a 0.5% reduction
(worst case) with a mid-range of 0%.

In respect of the 2023-24 pay award for teachers, the Scottish Government
agreed to make a financial contribution of £155m towards the recurring costs
associated with the pay award for 2022-24.






23 Management/
Operational savings

Adjust for one-off 2023- 2,581 2,581 2,581 2,581 2,581
24 Management/

Operational savings

Provision of floral 8 8 8 8 8
displays

Cost of Teachers Pay 2,472 2,472 2,472 2,472 2,472

Award

Shortfall in funding of pay
award taken from £1.4m
contingency







4.4.3






455

4.5.6

4.5.7

System ends in August 2024, this is the system that allows us to bill and collect
Council Tax and administer Housing Benefit on behalf of the UK government
under statute. In addition the contract for the corporate Electronic Document
Management system currently used by Revenue and Benefits services, Social
Care, Human Resources and Creditors will end in September 2024. The Council
IS currently considering its options but there is pressure to migrate both of these
systems to the Cloud as on premise support will not be available in the future
which is likely to increase the annual costs although we do not have a definitive
position on this as yet. The impact of this will be refined as conversations with
our suppliers progress over the coming months therefore will be included within
a future budget outlook once there is more certainty regarding the financial
impact.

The Council faces further substantial cost pressures that are largely capital in
nature however should borrowing be required to fund these pressures there will
be an impact on the revenue budget position. These include a new school
campus on Mull, the Councils response to the recent weather incident and the
discovery of Reinforced Autoclaved Aerated Concrete (RAAC) in a school.
Further information and options on how these could be funded will be brought
forward in due course.

As with inflation, when creating a budget outlook beyond one year, there is a
risk that unknown cost and demand pressures will emerge that have not been
included within the outlook. It is suggested that a £0.250m general allowance
for this is included within the best case scenario, £0.500m within the mid-range
scenario and a £1m allowance included within the worst case scenario each
year. This contingency is over and above the £1.4m detailed in paragraph 4.5.3.

The cost pressures are detailed in appendix 3 and are summarised in the table
below and will be subject to review during the financial year.

2024-25
£000

2026-27 | 2027-28 | 2028-29
£000 £000 £000

200

Universal Credit — HB
Admin Grant

IFRS16 Implementation
Software

ASN Support

SEEMIS Membership Fees
Sustainable rate for partner 327 327 327 327 327
providers
















6.1

6.2

6.3
6.4
6.5
6.5.1
6.5.2
6.5.3
6.6

6.7

6.8

IMPLICATIONS
Policy -

Financial -

Legal -

HR -

Fairer Scotland Duty -
Equalities

Socio Economic Duty
Islands Duty

Climate Change

Risk -

Customer Service -

Kirsty Flanagan
Executive Director/Section 95 Officer
7 November 2023

Sets out the budget outlook that provides the financial
envelope for policy decisions.

Sets best, worst and mid-range scenarios in respect of
the budget outlook. The medium to longer term
financial strategy is being updated and the Council are
actively continuing to pursue opportunities to mitigate
against future budget gaps.

None directly from this report but Council will need to
balance the budget.

None directly from this report but there is a strong link
between HR and budgets.

See below

None directly from this report but any proposals to
address the estimated budget gap will need to consider
equality issues.

None directly from this report but any proposals to
address the estimated budget gap will need to consider
SOCio economic issues.

None directly from this report but any proposals to
address the estimated budget gap will need to consider
any island specific issues.

The Council is committed to addressing climate change
and reviews how Services are delivering this on an
ongoing basis within the available budget resources.
None directly from this report but any proposals to
address the estimated budget gap will need to consider
risk.

None directly from this report but any proposals to
address the estimated budget gap will need to consider
customer service.

Policy Lead for Finance and Commercial Services: Councillor Gary Mulvaney

APPENDICES:
Appendix 1 — Budget Outlook, Best, Worst and Mid-Range Scenarios

Appendix 2 — Non Pay Inflation

Appendix 3 — Cost and Demand Pressures (Council Services)
Appendix 4 — Cost and Demand Pressures (Social Work)

For further information contact Anne Blue, Head of Financial Services

anne.blue@argyll-bute.gov.uk
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COUNCIL COST AND DEMAND PRESSURES 2024-25 to 2028-29 APPENDIX 3
Best Case Mid Range Scenario Worst Case

Department Service Cost/Demand Pressure 2024-25| 2025-26| 2026—27| 2027-28| 2028-29 2024-25| 2025-26] 2026-27 2027-28| 2028-29 2024-25| zozs-ze| 2026-27[ 2027-28| 2028-29

£000] £000] £000] £000] £000] £000] £000] £000] £000] £000] £000] £000] £000]  £000]  £000

Executive Director - Financial Services Implementation of new IFRS16 system to manage leases and accounting requirements of 18 18 18 18 18 18 18 18 18 18 18 18 18 18 18

Kirsty Flanagan
Executive Director -
Kirsty Flanagan

the IFRS Finance Leases accounting standard.

Roads & Infrastructure Previously agreed saving from 2018-19 for Depots (TB07) is now not fully achievable with a

Services

shortfall of £107,500. Delays in progressing the Depot Rationalisation programme and




All Social Work

All Social Work

All Social Work

All Social Work

Adult Care

Estimated Pay inflation reflecting a best case 2%, a mid-range of 3.5% for 2024/25
then 2% for 2025/26 and 2026/27 and a worst case of 5%. Adjusted for the impact
of the reduction in the employer's pension contribution rate to 6.5% in 2024/25
and 2025/26 and to 17.5% in 2026/27.

Estimated Pay increments, best case is that 50% of the incremental changes based
on 2023/24 are absorbed and in the mid-range and worst case, the increase is in
line with the increase in 2023/24.

Non-pay inflation, best and worst case based on unavoidable/inescapable inflation
and worst case.

Non-pay inflation impact of payroll inflation on NHS posts which are recharged to
Social Work.

Older People Demand Growth: The number of older people is increasing and older
people are living longer with significant health and support needs and significant
expectations of the support they are entitled to receive. Demand pressure
estimates 3% growth in homecare and care home placements, this increase is
supported by the growth in clients and care requirements over a number of years

620

76

916

170

1,252

152

1721

305

1,999

228

2,499

446

1,085

152

1,319

184

1,726

304

2,544

335

2,484

456

3,756

493

1,549

152

1,723

198

3,176

304

3,372

365

5,155

456

5,031

541



Adult Care Mental Health Budget Adjustment - The Mental Health Supported Living and
Residential budgets are carrying a recurring unbudgeted commitment. To address
this situation, it is proposed to continue to realign the budget over 2024-25 and
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