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Financial Impact on Stirling Council from COVID-19 - 
Update 

Purpose & Summary 

The purpose of this report is to provide the Council with a further update on the current 
financial challenges the Council is facing in relation to the current pandemic situation and 
the potential impact this will have on the 2020/21 budget.  This is based on best available 
information at this time, and the financial impact will be subject to future change, and this 
will be reported accordingly to the Council. 

As well as estimating the financial consequences for the current year, the report also 
explores some identified funding options and mitigations and sets out necessary 
corrective actions to ensure strong financial management in year and beyond.  With 
agreement this process will be further considered at a Council meeting in the autumn, 
when the Council will be required to take decisions to revise the 2020/21 budget in line 
with the impact of COVID-19. 

Recommendations 

Council is asked to: 

1. note that the current situation presents a significant risk to the financial
sustainability of the Council and that continual close monitoring of the financial
situation is being carried out;

2. note the initial funding options that will be available to partly manage and mitigate
increased costs over the course of the year; and

3. agree that the Council considers revised budget proposals at a meeting of the
Council to be convened in the autumn.

Resource Implications 

Responding to the current pandemic has impacted on finance, people and assets.  The 
financial implications are as set out in this report and appendices. 



Dealing with the emergency and critical responses resulting from the COVID-19 pandemic 
will have far-reaching and potentially significant impact on the Councils finances and 
resources.  The report presented to the Council on 4 June identified short term additional 
costs were in the region of £5.45M for an assumed lockdown period of 14 weeks, and it 
was confirmed at the meeting that £2.72M additional Scottish Government funding had 
been allocated, revising the pressure to £2.73M for Q1 of the financial year 2020/21.  As 
the Council complies with Government measures to ease out of lockdown, the period of 
closure of facilities is being extended and implementation of social distancing measures is 
required, further increased costs and loss of income are becoming more evident, although 
are not fully costed at this stage.  The associated costs will far exceed funding provided by 
the Scottish Government and the Council will have to consider alternative means of 
mitigating against the substantial additional costs in this financial year and beyond.  Initial 
options to partially offset these costs are set out in this report. 

The Chief Finance Officer, appointed under s.95 of the Local Government (Scotland) Act 
1973, has a statutory duty to ensure that the Council operates within available resources 
and remains financially sound over the short, medium and long term.  The current crisis is 
challenging the ability of the Council to operate within available resources and action will 
need to be taken at both a local and a national level to ensure that this duty can be 
fulfilled.  This report provides an update on the current position and outlines that further 
work will be advanced to secure the financial stability of the Council. 

 

Legal & Risk Implications and Mitigation 

The Council has created a COVID-19 Risk Register which is constantly being reviewed as 
the broader potential risks to the organisation, people and finances become clearer.  This 
includes all identified risks that may affect the local authority in relation to the pandemic 
and potential mitigation measures.  Amongst those risks will be the risks to the Council’s 
financial sustainability, in what was already a tight financial budget scenario. 

 

1. Background 

1.1. Since the period of increased Government advice and restrictions to delay the 
spread of COVID-19, the Council has largely been operating in a business-critical 
emergency mode and responding to the situation to assist the community in the 
fight against the virus.  While every effort has been made to continue core service 
delivery as much as possible, the reality is that many areas have been severely 
affected by the effects of the pandemic and the lockdown conditions necessary to 
combat its spread.  The financial consequences continue to be captured and 
quantified alongside identifying areas of mitigation where some costs are being 
avoided during lockdown. 

1.2. The Council has already received an initial report at its meeting on 4 June on the 
initial financial impact in Q1 of 2020/21, and this report provides a further update 
now that attention is being focussed on easing out of lockdown.  It is apparent that 
the financial implications will be significantly higher over the course of the year as 
the Council changes and adapts to some of the measures that will need to be 
implemented in order to operate safely.  The financial impact for the Council will 
continue to be monitored and reported on, and will change as the country’s 
response to the COVID-19 crisis evolves over time. 



1.3. Some of the options for the formation of a funding strategy are set out later in the 
report, but it is proposed that a revised budget be brought back to the Council in the 
autumn for consideration and for decisions to be made. 

1.4. Due to the evolving nature of the situation, reports assessing the financial 
implications and funding options will come forward to Council routinely over the 
course of the year. 

2. Considerations 

Financial Context 

2.1. As reported previously, a range of impact assumptions have been used, some of 
which are related to activity in previous financial years, as well as activity in the 
early part of the 2020/21 financial year as reference points in assessing the 
financial impact in the current year.  This assessment has been further developed 
to take account of: 

2.1.1. Reduced income streams in the 14 week lockdown period, as well as an 
assessed impact for the remainder of the 2020/21 financial year; 

2.1.2. Increased costs being incurred to respond to the pandemic and to follow 
social distancing; 

2.1.3. Approved budget savings not being achieved; and 

2.1.4. The costs associated with the move from lockdown, but still in compliance 
with the need to maintain social distancing and other measures to combat 
the spread of COVID-19. 

2.2. In relation to the points above, this will include, but will not be restricted to: 

2.2.1. When the current lockdown will be eased/lifted; 

2.2.2. Behavioural changes that may ensue following changes to the current 
lockdown position; and 

2.2.3. Further peaks in the outbreak of the pandemic leading to further restrictions 
etc.  

2.3. Central government financial support to councils at the point of writing this report 
comprises: 

2.3.1. £50M Hardship Fund – Stirling Council allocation £0.878M; 

2.3.2. £30M Food Fund - Stirling Council allocation £0.417M; 

2.3.3. £155M Barnett Consequentials funding - Stirling Council allocation £2.72M; 

2.3.4. £45M Scottish Welfare Fund (£22M allocated) - Stirling Council interim 
allocation £0.275M; and 

2.3.5. £50M advance of social care element of HSCP Mobilisation Plans - Stirling 
Council allocation £0.924M. 

2.4. Although this funding is to be welcomed in assisting some of the initial impact of 
COVID-19 to be met, it will not be sufficient to meet all of the commitments as 
lockdown moves into the recovery phases. 

 

 



2.5. Further dialogue will require to take place between the Scottish Government about 
the provision of additional funding to local government, following the release in May 
of the Barnett consequential funding of £155M, which resulted from a £1.6 billion 
allocation to local government at UK level.   

2.6. As Elected Members will appreciate, assumptions are moving rapidly as new 
information is provided and/or new government announcements and guidance are 
provided about how Scotland is expected to move from the lockdown phase into 
the various recovery phases.  Plans are being developed to begin easing out of 
lockdown and into recovery and these options are being costed to help evaluate 
and help inform decisions that will have to be taken. 

2.7. The financial impact for Stirling Council set out in this report is largely informed by 
the information gathered via the COSLA/Directors of Finance exercise. 

2.8. The current financial planning assumptions (as at the time of writing this report) are 
as follows and are considered Best Case Scenario: 

2.8.1. general assumption that there will be a material loss of customer income in 
the first three to four months of the financial year, followed by an easing of 
the income loss position, although it will still be a major detrimental 
financial impact for the remainder of this financial year; 

2.8.2. variable cost expenditure will be reduced where possible to mitigate loss of 
income; 

2.8.3. possible shortfall in the ability to capitalise costs due to staff resources 
being diverted to critical services and incident response; 

2.8.4. significant pressure on the delivery of 2020/21 approved budget savings as 
management resources are diverted to support the crisis response; 

2.8.5. Council Tax collection levels are likely to be adversely affected as the 
financial situation of a significant number of taxpayers is impacted – the 
detailed impact is not known with any certainty at this stage, but will be 
very closely monitored by officers.  A 1% reduction in ultimate collection is 
assumed at this stage; 

2.8.6. Similarly, HRA rent collection levels are likely to be adversely impacted; 

2.8.7. Capital - significant impact on the spending profile and borrowing 
requirements due to closure of construction sites and disruption to supply 
chains; 

2.8.8. Capital Receipts - delays experienced in achieving cash from capital 
receipts means other funding streams may have to be identified or capital 
spending plans reduced; 

2.8.9. ALEOs such as Active Stirling will require support funding from the Council 
to maintain their position as a 'going concern' due to their income streams 
being close to nil at present, and with income remaining low even during 
the recovery phase, as social distancing measures are applied; 

2.8.10. Market opinion – local government credit rating remains aligned to UK 
Sovereign position, i.e. no major credit rating downgrade at present; 

2.8.11. Hardship funding of £0.9M provided by the Scottish Government will be 
used to support the response and the implications of the COVID-19 
situation; 



2.8.12. Food Fund funding of £0.4M provided by the Scottish Government will be 
used to support the response and the implications of the COVID-19 
situation; 

2.8.13. Grants scheme now operational and cash being paid to businesses from 
start of April, interim funding (£21.9M) from Scottish Government was 
received early April and further £5M has been received on 15 June; and 

2.8.14. Implement extended NDR relief automatically, funded by change in grant 
payment profiles. 

2.9. Based on the detailed examination of additional costs and likely lost income, the 
2020/21 financial impact for the General Fund, based on the current national 
lockdown conditions being in force until the end of June, followed by the impact of 
the recovery phase – but excluding additional recovery compliance 
expenditure, is currently estimated to be in the region of £12.6M, as set out in 
Table 1 below.  The figures have been prepared by finance staff working in 
conjunction with service staff, using the latest financial data, which is limited but 
building, best judgement and knowledge of the current situation as it has developed 
to make reasonable estimates and taking into account the budget decisions agreed 
on 12 March 2020. 

Table 1       

COVID‐19 General Fund Financial Impact       

20/21 Full‐Year Projection  Recurring  One Off  Total 
  £M  £M  £M 

1.  Mobilisation / Immediate Response Costs      

Social Care Costs Outwith Remit of IJBs  1.457  0.000  1.457 

Housing & Support for Vulnerable People  2.124  0.010  2.134 

Workforce Costs  1.333  0.229  1.562 

Non‐Workforce Costs  0.753  0.006  0.759 

Total  5.666  0.245  5.911 
   

 
 

2.  Medium/Long‐Term Service Reconfig. Costs  To be confirmed 
   

 
 

3.  Lost Income & Other Costs (excluding HRA)  12.174  0.190  12.364 
   

 
 

4.  Potential Council Tax Impact (1% non‐
collection) 

0.000   0.460  0.460 

  
 

 

Overall Total Additional Cost & Lost Income  17.840  0.895  18.735 
   

 
 

5.  Reduced costs as a result of COVID‐19  2.080  0.000  2.080 
    

Additional Costs, net of Cost Reductions  15.760  0.895  16.655 
     

Less Government Funding to be applied:      

Hardship Fund (£50M across Scotland)     (0.878) 

Food Fund (£30M across Scotland)     (0.417) 



Barnett Consequentials (£155M across Scotland)  (2.720) 
     

NET ADDITIONAL FINANCIAL IMPACT     12.640 

2.10. Although the report to the Council on 4 June covered the impact for Q1 of 2020/21, 
it was recognised that the current lockdown would not end abruptly, and the impact 
will therefore continue for a longer period.  Finance officers have been updating the 
COSLA data-gathering exercise on a regular basis, and this will in turn be used to 
inform the Council Management Team and Elected Members of the emerging 
picture for Stirling.  The impact above in Table 1 will inevitably change as the 
nature of any easing of the current conditions is made clearer by the Scottish 
Government, the ongoing impact can then be assessed by officers. 

2.11. An estimated loss of council tax income of £0.460M for the year has been included 
at this stage out of a total billed of £52.7M, based on a 1% reduction in collection, 
although it should be stressed that this is an early estimate and requires to be 
compared with the payment experience in the early months of the financial year.  
Similarly, the council house rent collection impact will also require to be tested 
against actual collection patterns. 

2.12. Appendix 1 shows the detail of the anticipated additional costs and income losses 
for 2020/21, based on current officer estimates.  For reduced income budgets it has 
largely been assumed that there will be a tailing off of the Q1 impact, but with most 
income generating budgets being adversely impacted to varying degrees for the 
remainder of the financial year. 

Medium-Term / Recovery Position 

2.13. The recovery phase out of lockdown will run alongside the immediate emergency 
management of the current restrictions and there is still considerable uncertainty 
around the length of the period we will be living with the virus, living with restrictions 
around service delivery in terms of physical distancing etc. and all the associated 
costs (and loss of income). 

2.14. In the area of education in particular, councils are currently working to establish a 
blended learning model consisting of in-school learning and in-home learning. 
Within Stirling, officers have produced a Local Phasing Delivery Plan for 
Recovering Education Services. 

2.15. The costs of the reconfiguration will be substantial, and will include: 

2.15.1. Provision of additional teachers to support schools where teachers cannot 
return due to pregnancy and health issues. 

2.15.2. Internal adaptations to schools to ensure appropriate social distancing. 

2.15.3. Adjustment to school transport provision to accommodate social distancing 
in buses, coaches, taxis, etc.  This will mean increasing the number of 
vehicles, providing additional cleaning and PPE supplies. 

2.15.4. Provision of increased cleaning and hygiene services 

2.16. Based on an initial assessment and using the current 2 metre social distancing 
rules, the additional costs for education from June 2020 to March 2021 could be in 
excess of £5M, and is currently being quantified by officers.  As this is an evolving 
process, officers may be able to give an update on the plans at the Council meeting 
on 30 June 2020. 

 



2.17. The Scottish Government has already allowed councils some flexibility around 
education grant funding for key policy initiatives, e.g. Early Learning and Childcare 
and Pupil Equity Funding.  However, the degree to which this will assist councils 
varies across Scotland depending on the existing level of commitments against 
these funding sources, and in Stirling those funding sources are already largely 
committed to existing programmes, including the employment of staff. 

2.18. Other service areas will continue to incur additional costs necessary to maintain 
measures aimed at containing COVID-19, some of which have already been 
incurred in the early response period of the pandemic (mid-March – end June), and 
which have been included in the cost projections in Table 1.  Should further 
recovery measures require to be put in place, these will require to be costed, and 
considered by the CMT in the first instance and reported to Council accordingly.  
Any decisions on additional cost commitments need to be taken in the light of 
affordability and the serious financial pressure that is on the Council as a result of 
the COVID-19 pandemic. 

Initial Funding Options 

2.19. It can be seen from above that, regardless if the lockdown is significantly eased at 
the end of June or if restrictions continue for an extended period, there is a 
considerable and unprecedented in-year financial pressure facing the Council. 

2.20. In the first instance, the Chief Executive and the Chief Finance Officer have 
requested that all Service Managers and other budget managers take all measures 
to contain discretionary and non-essential spending in order to minimise the 
financial impact on the Council’s finances.  Due to the budgetary pressure the 
Council has faced in recent years, any discretionary spending areas are limited, but 
nevertheless, Services have been asked to contain or reduce costs wherever 
possible and to use all funding streams available to them in order to mitigate the 
new financial pressures that they face. 

2.21. The Scottish Government have announced a number of measures to provide 
financial support during the COVID-19 pandemic.  These include additional funding 
for Local Government (outlined in paragraph 2.3), relaxation of conditions to ring-
fenced funding and provision of support for businesses and the economy, 
administered by councils. 

2.22. The known level of funding made available to Stirling Council to date is not of a 
sufficient scale to cover the estimated costs of lockdown and subsequent recovery, 
so additional corrective action will need to be taken across services to ensure 
mitigation of the financial consequences wherever possible. 

2.23. Additional flexibilities have been announced by the Scottish Government in relation 
to some ring-fenced funding.  The flexibility is aimed at assisting councils in 
meeting relevant financial impacts of COVID-19.  The rules around the application 
of ringfenced funding under Early Years Expansion and Attainment Scotland 
Funding (PEF, SAC and funding in relation to Care Experienced Children) have 
been relaxed in order that critical childcare can be provided to key workers and 
other vulnerable groups, and in order to support the education, health and 
wellbeing of children and young people, retaining a focus on children from the most 
deprived backgrounds. 

 

 

 



2.24. It is recognised that plans will already be in place for this funding in terms of staffing 
and other committed costs, however this flexibility can be used, in partnership with 
head teachers, to amend plans to best meet the needs of children and the phased 
recovery to re-open schools and Early Learning and Childcare.  An assessment is 
currently being carried out to identify the quantum that the new flexibility brings, 
recognising that a large proportion of the ringfenced funding will need to cover 
current commitments first, for example, costs of staff already employed.  Stirling 
Council will receive £1.418M of Pupil Equity Funding for 2020/21, and although it is 
not one of the nine challenge authorities in the current financial year, it will receive 
£0.182M under the Schools Programme to support pupils in income deprived 
areas. 

2.25. As set out in the draft Abstract of Accounts and as reported to the Audit Committee 
on 18 June, the level of uncommitted General Fund reserves as at 31 March 2020 
was £9.2M, equating to 4.3% of overall budget.  The Council may need to use a 
level of uncommitted reserves, but every effort should be made to minimise the use 
of reserves in order to protect the financial sustainability of the Council in the 
coming years.  The Council needs to consider the potential draw on reserves for 
purposes other than COVID-19 related issues. 

2.26. Full consideration will also need to be given to how an element of earmarked 
reserves can contribute to the overall COVID-19 funding strategy.  There will be a 
review of all of the commitments against reserves to assess whether any can be re-
prioritised to fund some of the additional pressures.  The review will also extend to 
commitments against the contingencies and the outcome of the review will be 
reported to the Council as part of the ongoing financial management and for 
approval where any policy decision may be required. 

2.27. Work continues between local government and central government to seek 
technical solutions in terms of the treatment of expenditure that would normally be 
charged to the capital programme, and any solutions could potentially help to 
reduce the revenue budget impact. 

2.28. However, it is likely that after taking all of these measures into account, there will 
still be a funding gap and this is likely to be the case for councils nationally. 
Discussions are ongoing between Chief Executives, Directors of Finance, COSLA 
and the Scottish Government to identify further flexibility and changes to 
regulations/guidance that could assist Councils to remain financially sound. 

2.29. Officers are currently working through a number of options to present to the Council 
on actions that will need to be taken to ensure the Council maintains its balanced 
financial position for the year, and as discussed at the Council meeting on 4 June, it 
is proposed that a revised budget proposal be considered by the Council at a 
meeting to be convened in the autumn.  

3. Implications 

Equalities Impact 

3.1. The contents of this report were assessed under the Council’s Equality Impact 
Assessment process.  It was determined that an Equality Impact Assessment was 
not required.  

Fairer Scotland Duty 

3.2. The contents of this report were considered in terms of the Fairer Scotland Duty 
and were determined not to be of strategic importance. 



Sustainability and Environmental 

3.3. There is no impact on the Council’s duty relating to climate change.  

Other Policy Implications 

3.4. The coronavirus pandemic has and will continue to cause the local authority to 
assess and where necessary amend policy e.g. health and safety in the work place 
will now have to consider social distancing. 

Consultations 

3.5. N/A. 

4. Background Papers 

4.1. Stirling Council 12 March 2020 – General Fund Revenue Budget 2020/21. 

4.2. Stirling Council 4 June 2020 - Financial Impact on Stirling Council from COVID-19. 

5. Appendices 

5.1. Appendix 1 - Stirling Council COVID-19 Full-Year Financial Implications as at June 
2020. 
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Wards affected:  

Key Priorities: D - We will deliver inclusive economic growth and 
promote prosperity.  We will deliver a City Region Deal 
and pursue policies and solutions that encourage high 
quality, high paying jobs into all of Stirling's 
communities. 

Key Priority Considerations:  

Stirling Plan Priority Outcomes: 
(Local Outcomes Improvement Plan) 

Healthy - People are healthy and live active, full and 
positive lives within supportive communities 

  
 


