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Report To: 

 
Policy & Resources Committee 

 
Date:  

 
21 November 2023 

 

      
 Report By:  Chief Financial Officer Report No:  FIN/66/23/AP  
      
 Contact Officer: Alan Puckrin Contact No: 01475 712090  
    
 Subject: 2024/26 Budget Update   
   
   

1.0 PURPOSE AND SUMMARY  
   

1.1 ☒For Decision ☐For Information/Noting   
   

1.2 This report provides updates on several matters in relation to the 2024/26 Revenue Budget and 
2024/27 Capital Programme and seeks a number of decisions from Committee. 

 

   
1.3 The report provides updates in respect of: 

• Confirmation of the date for the Draft Scottish Budget for 2024/25 
• The Council Tax Freeze in 2024/25 announced by the First Minister 
• The financial impact of the Pension Fund Actuarial Review on the Council and 

Inverclyde Leisure 
• Development of Budget pressures for 2024/26 
• The development of savings proposals 
• Proposed reductions in the 2024/27 Capital Programme 
• Review of earmarked reserves  

 

   
1.4 The Council Tax Freeze announcement by the First Minister makes the 21 December Finance 

circular detail pivotal in clarifying the level of funding gap faced by the Council and will also 
inevitably impact upon the Council’s previously agreed Budget planning assumptions. Whilst the 
MBWG will continue to review potential savings options, the 2024/27 Capital Programme and the 
use of Reserves with a view to making recommendations to the Full Council, such decisions will 
now take place in early 2024 with the resultant impact upon the consultation process and final 
decision-making timescales. 

 

   
1.5 The proposals in the report and appendices, if approved, will reduce the funding gap over 2024/26 

by a further £1,020,000 with the latest estimated funding gap position shown in Appendix 5. 
 

   
   

2.0 RECOMMENDATIONS  
   

2.1 It is recommended that the Committee notes the latest 2024/26 Budget update and specifically 
the impact of the Council Tax Freeze announcement and the date of the Scottish Government 
Draft 2024/25 Budget announcement on the Council’s anticipated decision-making timescales. 

 

   
2.2 It is recommended that the Committee approves the proposed 2024/26 Budget Pressures in 

Appendix 2 including the proposal to provide a one-off sum of £600,000 from the Inflation 
 



Smoothing Reserve for the ASN transport pressure whilst the current Delivering Differently review 
is being progressed. 

   
2.3 It is recommended that the Committee approves the proposed reductions to the capital 

programme in Appendix 3 and notes the decision to progress with the peatland restoration project 
whilst grant condition discussions are on-going.  

 

   
2.4 It is recommended that the Committee agrees the proposed approach in respect of the savings 

which will be experienced by Inverclyde Leisure due to the recent actuarial review as set out in 
4.2 and 4.3. 

 

   
2.5 It is recommended that the Committee approves the savings and adjustments in Appendix 4 and 

notes the illustrative 2024/26 Revenue Budget funding gap in Appendix 5.  
 

   
 
 
Alan Puckrin 
Chief Financial Officer 
  



3.0 BACKGROUND AND CONTEXT  
   

3.1 Several decisions have already been taken in respect of the forthcoming budget. These include: 
  

• Development of a 2024/26 Revenue Budget and 2024/27 Capital Budget. 
• A planning assumption that Council Tax income will increase by £5.0 million by 2025/26. 
• Delegated authority granted to the Chief Executive to progress voluntary severance trawls 

where these will help inform the development of savings proposals. 
• The creation of a Workstream programme with an estimated savings target of £2.5 million 

over 2024/26. 
• Approval of initial savings/adjustments at the September meeting. 
• The Budget Consultation will commence in January 2024. 

 

   
3.2 Based on the above the Committee was advised in September that the estimated funding gap 

over 2024/26 was £9.65 million.  
 

   
3.3 Since the previous meeting there has been considerable activity and further clarity on several 

matters as set out in the following paragraphs.  
 

   
3.4 Scottish Government Draft Budget date & Council Tax Freeze announcements 

 
The Deputy First Minister (DFM) has confirmed that it is intended to present the Draft 2024/25 
Budget to the Scottish Parliament on 19 December, the lateness of the date being attributed to 
the date announced for the UK Government Autumn Statement of 22 November. The Finance 
Circular, which provides the detail of the settlement for individual Councils will not then be issued 
until 21 December, the day before the Christmas/New Year break for the Council, Cosla and large 
parts of the Scottish Government. 

 

   
3.5 Given the critical importance of the Scottish Government Grant settlement and any associated 

conditions in determining the Council’s funding gap, the main impact on the Council of the 
announced date is that it will not be feasible for the Council to consider the impact of the Draft 
Budget in any detail before the Christmas/New Year break. As such consideration is being given 
as to the timing of finalisation of the Consultation package and the Budget setting date. 

 

   
3.6 On 17 October, the First Minister announced there would be a Council Tax Freeze for 2024/25. 

Cosla had not been made aware in advance of this announcement and raised strong concerns 
over the nature of the announcement, the impact this potentially had on council budget 
plans/delivery of local services and the Verity House agreement. Meetings took place over 
subsequent days between Group Leaders and the First Minister/DFM and a letter from the DFM 
dated 19 October is attached at Appendix 1. 

 

   
3.7 Negotiations are now taking place between Cosla and the Scottish Government seeking to clarify 

how Council’s can be compensated for the income lost due to the Council Tax Freeze, the future 
of the Verity House Agreement and how council service delivery can be protected. These matters 
will require to be clarified no later than the 19 December and will delay the Council’s own Budget 
decision making processes. 

 

   
3.8 Verity House Agreement 

 
Officers have committed to report developments in respect of the Scottish Government’s New 
Deal with Local Government, also known as the Verity House Agreement, which was entered into 
between the Scottish Government and Cosla on 30 June 2023. 

 

   



3.9 At the time of preparing this report, whilst there have been many discussions and meetings on a 
wide range of factors, there have been no substantive agreements in relation to the level of 
funding or flexibility of funding for councils. The negotiations mentioned in 3.7 above now take on 
a critical importance in delivering the commitments in the Verity House Agreement. 

 

   
3.10 Triennial Actuarial Review of the Strathclyde Pension Fund 

 
In advance of the last meeting of the Committee, all elected members received a briefing note 
explaining the outcome and potential implications for the Council of the triennial actuarial review 
of the Strathclyde Pension Fund. In summary, there is proposed to be a 12.8% reduction from 
current rates in employer’s contributions for each of 2024/25 and 2025/26 followed thereafter an 
on-going 1.8% reduction. The proposed long -term rate now being 17.5%. 

 

   
3.11 These rates also apply to Council employees within the HSCP and all pensionable employees in 

Inverclyde Leisure (IL) whose membership of the Strathclyde Pension Fund is sponsored by the 
Council. Following discussions with the Chief Executive of IL, proposals are included later in the 
report regarding the treatment of the time limited and on-going savings in pension contributions. 
Discussions in respect of the HSCP savings are on-going. 

 

   
3.12 2024/26 Budget Pressures 

 
The 2024/26 Budget contains a £1.2 million allowance for Budget pressures split £600,000 per 
year. £200,000 was allocated towards funding £3.0 million of prudential borrowing as part of the 
June 2023 Finance Strategy, leaving £1.0million for other pressures. In line with previous budget 
processes, the CMT carried out a review of potential budget pressures and identified 5 pressures. 
A short pro-forma for each is contained in Appendix 2 along with a summary.  

 

   
3.13 After the inclusion of a £134,000 contingency for pressures (unavoidable or policy led), which 

may emerge prior to approving the 2024/26 Budget, a £200,000 sum remains unallocated.  
 

   
3.14 Subject to Committee agreement to the pressure sums identified, reports will be presented to the 

relevant Committee in coming months where appropriate to allow the financial impact to be 
finalised and included in the March 2024 Budget. 

 

   
3.15 Savings 

  
The last meeting of the Committee approved the creation of 6 savings workstreams with a savings 
target of £2.5 million over 2024/26. Regular updates will be provided to Committee as savings 
are achieved or decisions are required. 

 

   
3.16 The CMT developed a package of potential saving options, the majority of which were options 

carried over from the 2023/24 Budget development. Detailed savings sheets/EqIAs are being 
finalised and should be circulated to all elected members in advance of the Committee meeting. 
The Members Budget Working Group (MBWG) will review the proposals with the CMT whilst 
discussions are on-going with Trades Unions via the Joint Budget Group (JBG). 

 

   
3.17 It is planned that subject to agreement by the Full Council, some of these savings will form part 

of the Budget proposal to go out for Public Consultation early in 2024. 
 

  
 
 
 
 
 
 

 



 
3.18 Medium Term Capital Programme  

 
The MBWG have been considering an update in respect of the medium-term capital programme 
covering 2024/29. A programme of this duration clearly indicates the growing pressure on capital 
resources and the need for early action to both increase resources and manage demand. The 
indicative shortfall over the 5 year period is around £5 million and therefore initial proposals are 
included in section 4 of the report to reduce this estimated shortfall. The MBWG will continue to 
consider further proposals whilst considering the use of reserves, more prudential borrowing and 
the impact of potential revenue savings.  

 

   
3.19 Earmarked Reserves 

 
A review of earmarked reserves is taking place with an update recently reported to the CMT. The 
expected large one- off saving arising from the reduction in employers pension fund contributions 
will be factored into this exercise and reported to elected members in coming months. 

 

   
3.20 The actuarial review of the pension fund is estimated to generate a one-off sum of £9.0million for 

the Council (excluding HSCP Council employees) over 2024/26. Consideration of the use of this 
one -off sum will be factored into proposals for the use of reserves. A specific proposal in respect 
of the Inflation Smoothing Reserve is included in Section 4. 

 

   
   

4.0 PROPOSALS  
   

4.1 Based on the announced Council Tax Freeze and the delayed date for the Draft Scottish Budget, 
a special Council meeting later in January is being considered with a proposed date to be included 
in a report to the December Council meeting. 

 

   
4.2 IL are estimated to save £45,000 on a recurring basis from 2024/25 because of the actuarial 

review of employer’s pension contributions. It is proposed that the Council should apply an equal 
reduction in the Council’s Management Fee from 1 April 2024. 

 

   
4.3 Related to this it is proposed that IL retains the estimated time limited pension contribution saving 

of £550,000 but in return the Council removes the £400,000 IL Budget smoothing reserve 
approved as part of the 2023/24 Budget. This will be added back into the unallocated reserves. 

 

   
4.4 It is proposed that the Committee allocates up to £800,000 to the Budget pressures identified in 

Appendix 2 and notes that more detailed reports in respect of the HR Review, Parking Income 
and the potential move to a 35 hour week will be presented to the relevant Committee prior to 
March 2024. In respect of the ASN Transport pressure, it is proposed that a one-off sum of 
£600,000 is allocated to cover the period until the Delivering Differently review is completed and 
reported to the Education & Communities Committee. 

 

   
4.5 

 
 

 

It is proposed that the following reductions to two core allocations in the Capital Programme are 
implemented from 2024/25: 

• 10% (£59,000) reduction in the ICT allocation 
• 25% (£15,000) reduction in the Zero Waste Fund allocation 
• The estimated Peatland Action Fund grant of £768,000 is used to replace Council Net 

Zero funding. 
 

 

4.6 Appendix 3 gives greater detail of the assessed impact of the first two proposals.   
 

 



Due to time pressures, officers have decided to progress the peatland restoration project whilst 
discussions around full compliance with the Fairwork First grant condition is being agreed.  There 
is a small risk that agreement may not be possible and in this eventuality, officers will report back 
to the relevant Committee via the MBWG. 
 

4.7 As part of the 2023/24 Budget and after considering the volatile economic situation, £3.0million 
was allocated for an Inflation Smoothing earmarked reserve. It is proposed that the use of this 
reserve be expanded to address other one-off costs associated with the delivery and 
development of the 2024/26 Budget such as the £600,000 ASN transport pressure in 4.4 above. 

 

   
4.8 Finally, Appendix 4 lists further adjustments/savings which do not impact on front line service 

delivery, whilst Appendix 5 shows the estimated 2024/26 funding gap assuming all proposals are 
agreed. It should be noted though that until the Finance circular is received/reviewed, and any 
associated funding conditions quantified, this funding gap is an estimate only. 

 

   
   

5.0 IMPLICATIONS  
   

5.1 The table below shows whether risks and implications apply if the recommendations are agreed: 
 
SUBJECT YES NO 
Financial x  
Legal/Risk x  
Human Resources  x 
Strategic (Partnership Plan/Council Plan) x  
Equalities, Fairer Scotland Duty & Children/Young People’s Rights 
& Wellbeing 

 x 

Environmental & Sustainability  x 
Data Protection  x 

 

 

   
5.2 Finance  

   
 One off Costs 

 
Cost Centre Budget 

Heading 
Budget  
Years 

Proposed 
Spend this 
Report 

Virement 
From 

Other Comments 

Earmarked 
Reserves 
 
 
 
 
 
Capital 
Programme 
 

Inflation 
Smoothing 
 
 
Unallocated 
Reserves 
 
Net Zero 

2023/25 
 
 
 
2024/26 
 
 
2024/26 
 

£600,000 
 
 
 

(£9,400,000) 
 
 

(£768,000) 
 

 
 

To fund ASN Transport 
pressure pending 
review 
 
Estimated one off 
saving due to Actuarial 
review 
Reduction in Council 
Net Zero costs due to 
the successful PAF bid 

 
Annually Recurring Costs/ (Savings) 
 
Cost Centre Budget 

Heading 
With 
Effect 
from 

Annual Net 
Impact 

Virement 
From (If 
Applicable) 

Other Comments 

 



Various 
 
 
 
Capital 
Programme 
 
 
 
Various 

Various 
 
 
 
Various 
 
 
 
 
Various 
 

2024/25 
 
 
 
2024/25 
 
 
 
 
2024/26 
 

£800,000 
 
 
 
(£74,000) 
 
 
 
 
(£1,020,000) 
 

 
 

Budget Pressures per 
Appendix 1 including 
£134k contingency 
 
Reductions in capital 
allocations per 4.5 
above 
 
Recurring revenue 
savings per Appendix 
4 

 

   
5.3 Legal/Risk  

   
 Whilst the First Minister has announced a Council Tax Freeze for 2024/25, there is no legislation 

which can stop the Council approving an increase if it decides to do so. What is not clear however 
are any financial sanctions which would be imposed on the Council if it took this course of action. 
 
The risk around progressing the peatland restoration project whilst discussions around the grant 
conditions is highlighted in the report. In the event the grant is not received, officers will advise 
Members via a report to MBWG and then to the appropriate Committee. 
 
There remain several key aspects of the 2024/26 Budget which remain to be confirmed and when 
these are clearer, they will be reported to elected members. Until these matters are clarified, 
uncertainty remains around the estimated funding gap. 

 

   
5.4 Human Resources  

   
 There are no HR implications arising from the proposals in this report.  
   

5.5 Strategic  
   
 The proposals in this report have been informed by the Council’s strategic priorities.  
   
   

6.0 CONSULTATION  
   

6.1 This report has been agreed by the MBWG and discussed with the JBG.  
   
   

7.0 BACKGROUND PAPERS  
   

7.1 None.  
   

 



Scottish Ministers, special advisers and the Permanent Secretary are 

covered by the terms of the Lobbying (Scotland) Act 2016.  See 

www.lobbying.scot

St Andrew’s House, Regent Road, Edinburgh  EH1 3DG 

www.gov.scot 




Deputy First Minister and Cabinet Secretary for Finance 

Shona Robison MSP 

F/T: 0300 244 4000 
E: scottish.ministers@gov.scot 



Councillor Shona Morrison, COSLA President  
Councillor Steven Heddle, COSLA Vice President 
Councillor Katie Hagmann, COSLA Resources 
Spokesperson 

By email:  
Copy to:  

  

___ 

19 October 2023 

Dear Shona, Steven and Katie 

Thank you for our frank discussion on Wednesday following the First Minister’s 
announcement of our intention to deliver a Council Tax Freeze for 2024-25 in recognition of 
the impact of the current cost of living crisis on households. I acknowledge the concerns and 
questions that you raised as part of that call and on behalf of Council Leaders, and know you 
and Group Leaders have now had the opportunity to discuss those directly with the First 
Minister earlier today.  

In our discussions you raised your concerns about the principle of the decision itself, the 
impact of this decision on the Verity House Agreement including how it was announced, and 
thirdly how we intend to implement and fund the freeze.  

In taking forward this decision we are recognising the prolonged impact of rising prices on all 
households across Scotland. Raising taxes is a decision that no tax authority, national or 
local, takes lightly. In the context of more than 20 months of an inflationary crisis - and given 
the acknowledged regressiveness of Council Tax and the potential impact on vulnerable 
households, notably those in Bands A to D – this step enables us to do what we can with 
one of the very few levers we have to offer support.  

As the First Minister and I have both confirmed, we give our assurance that Councils will be 
fully funded for the foregone Council Tax revenue associated with the freeze. We have not 
stated any figure publicly and that is because we recognise that we must come to agreement 
with COSLA about the appropriate quantum of funding. My offer, subject to the views of 
COSLA Leaders tomorrow, is that our officials should work intensively together, considering 
the range of factors and information we each hold and find a way to recognise the 
importance of Council Tax income for Scotland’s Councils. They should seek to come to an 
agreed recommendation, or if necessary options, which we can then further discuss and 
reach political agreement on.  

Appendix 1

http://www.lobbying.scot/
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With regards to the Verity House Agreement, as I said in our meeting I remain wholly 
committed to the Verity House Agreement. Alongside each of you and every Council Leader, 
I have personally invested in the reset in the relationship between us that this represents. I 
was heartened to hear the acknowledgement in parliament recently by you, Steven, of the 
significant improvement in our relationships and the depth of discussion we are having over 
recent months. It is essential to good government in Scotland and delivering outcomes for 
people and communities that that trajectory of improvement continues.  
 
I believe that the Verity House Agreement offers wide reaching benefits for both local and 
national government, and that taking forward the next steps set out in the Agreement – 
including the completion of a fiscal framework and the review of ringfencing – is of vital 
importance. I listened carefully during our conversation and acknowledge that there is a 
feeling that the agreement has been undermined. The First Minister and I have heard clearly 
the concerns and anger expressed about this announcement, partnership is always most 
important in difficult times and I hope that we can maintain our shared commitment to the 
Verity House Agreement, learn from this week, and move forward in the spirit of cooperation.   
 
The First Minister committed to examining how the reconsideration process for the European 
Charter of Local Self-Government Incorporation Bill can be expedited. We will take that 
forward, including with the Member in charge of the Bill Mark Ruskell MSP, and 
communicate how we can do that as soon as possible. We will also consider carefully the 
other areas suggested where more could be done in the coming weeks and months to 
rebuild trust.  
 
We remain fully committed to joint working, and to principles of the Verity House Agreement 
for the benefit of public services and our communities. I believe that it is imperative that we 
continue the collaborative work we have begun to deliver meaningful longer-term reforms to 
the Council Tax system. Local Government is a key voice in any local tax reform discussion, 
and the Joint Working Group on Sources of Local Government and Council Tax Reform 
remains a critical priority to me, and to the First Minister. 
 
I look forward to our next conversation, and opportunity for continued partnership working. 
 
 

 
 

SHONA ROBISON 

http://www.lobbying.scot/
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