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Budget Strategy 2020/21 – Addressing the COVID-19 
Financial Impact 

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.  The report also sets out 
proposed means of addressing the financial impact in the current financial year, 2020/21.  
The information presented 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. 

Recommendations 

Council is asked to: 

1. note the projected financial impact of COVID-19 on the Council’s financial position;

2. 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; and

3. approve the funding strategy set out in this report, specifically in paragraph 2.55:

3.1. any additional Scottish Government funding for an income loss support 
scheme be applied in full to fund the COVID-19 financial impact in 2020/21; 

3.2. any additional Scottish Government funding to support education recovery 
logistics costs be applied in full to fund the COVID-19 financial impact in 
2020/21; 

3.3. any other additional Scottish Government funding to support Councils in 
meeting the COVID-19 impact be applied in full to fund Stirling Council’s 
COVID-19 financial impact in 2020/21; 

3.4. the assessed redirection of earmarked reserves of £6.705M, set out in 
Appendix 2 be applied in full to fund the COVID-19 financial impact in 
2020/21; 

3.5. any remaining shortfall for 2020/21 be funded by a provisional allocation of 
uncommitted General Fund Reserves, up to a maximum sum of £1.5M.  
Should any increase in an allocation of general unallocated reserves be 
required, it would need to be considered by Council at a future meeting; and 



3.6. should financial flexibilities set out in paragraphs 2.21 to 2.23 be approved 
by HM Treasury and the Scottish Government, that they be further explored 
by officers, and a report brought back to the first available meeting of the 
Council for decisions on how they should be deployed in either 2020/21 or 
2021/22, to meet the ongoing impact of COVID-19. 

4. approve that the Chief Executive be given the authority to commit spending to a 
maximum of £0.3M in the current financial year to augment operational capacity 
and resilience, in the light of the efforts to support the council’s continuing COVID-
19 response and recovery effort.  This would require to be funded from within the 
overall COVID-19 pressure set out in detail in this report. 

 

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 
has already had far-reaching and significant impact on the Council’s finances and 
resources.  The reports presented to Council on 4 June and 30 June 2020 identified the 
short-term additional costs for the initial lockdown period, net of the allocation of funding 
from the Scottish Government in April and May, as well as including an initial assessment 
of the full-year financial impact.  As the country emerges from the initial lockdown period, 
notwithstanding the recent tightened measures in some parts of the country, social and 
economic activity has picked up, and financial impact consequences have been adjusted 
accordingly.  The period of closure of many council facilities has been relaxed, but some 
form of social distancing measures is still required, and this will continue to have an impact 
on further increased costs and loss of income.  The associated costs and lost income in 
2020/21 is forecast to significantly 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.  Options to partially offset 
these costs are set out in this report. 

 

Legal & Risk Implications and Mitigation 

Stirling Council officers have created a COVID-19 Risk Register.  This includes all 
identified risks that may affect the local authority in relation to the pandemic and also 
include 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. 

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. 

 



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.  In more recent months, there has been a shift towards 
bringing back services into an operational state, with appropriate adjustments to 
continue to comply with central government guidance.  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 initial reports at its meetings on 4 June and 30 
June 2020 on the initial financial impact in Q1 of 2020/21 and the assessed full-
year impact, and this report further develops and updates the financial impact, with 
the benefit of additional financial information.  It also takes account of the country 
as a whole easing out of the initial lockdown state, notwithstanding the recent 
implementation of tightened measures in some areas of Scotland and the general 
restrictions on social gatherings across all of Scotland from 14 September.  It is 
apparent that the financial implications, while scaled back from the initial estimates, 
are still significant as the Council continues to make service delivery adjustments 
over the course of the year in order to operate safely and in compliance with 
Scottish Government instructions.  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. Given the recent sharp increase in COVID-19 infections across Scotland, there is a 
greater likelihood of more severe social restrictions being implemented in Scotland.  
The recent restrictions announced by the Scottish Government have been aimed at 
restricting movement between households, and have been assessed as not having 
any further significant impact on costs and income for the council.  However, any 
further measures that might restrict general travel and activities could see an 
adverse impact on income generation and the need to incur additional costs, similar 
to the situation during the March-July lockdown period.  Should that occur, the 
Council may have to consider additional mitigation measures beyond those 
recommended in this report. 

1.4. This report sets out options for a funding strategy to deal with the impact of COVID-
19 on the Council’s financial position, in order that short-term financial sustainability 
can be maintained.  Due to the evolving nature of the situation, further reports 
assessing the financial implications and funding options will come forward 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 benchmarked against 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 initial 14 week lockdown period, as well 
as an assessed impact for the remainder of the 2020/21 financial year; 

2.1.2. The costs associated with the move from the initial lockdown period, in 
compliance with the need to maintain social distancing and other 
measures to combat the spread of COVID-19; 

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

2.1.4. Impact on the delivery of previously approved budget savings as a result 
of the COVID-19 response. 

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. 

Government Grant Assistance 

2.3. The Scottish Parliament debated and approved the Local Government Finance 
(Coronavirus) (Scotland) Amendment Order 2020 on 23 June 2020.  The Order 
provided the statutory authority to pay additional General Revenue Grant (GRG) for 
2020/21 to support Local Government’s response to the COVID-19 pandemic.  At 
that stage, the additional COVID-19 related funding for 2020/21 approved by 
Parliament included:  

2.3.1. £155M UK Government Consequentials; 

2.3.2. £50M Hardship Fund; 

2.3.3. £22M Scottish Welfare Fund top up; 

2.3.4. £15M Food Fund for Free School Meals and £15M of the Food Fund; and 

2.3.5. £0.6M to enable death registration service to work weekends and bank 
holidays. 

2.4. The Local Government Finance Circular No. 12/2020 published the following day 
on 24 June 2020 confirmed the additional grant approvals from the Amendment 
Order, together with notification that Local Authorities would also receive their share 
of a further £51M of funding that would be allocated following agreement on the 
distribution methodologies between the Scottish Government and the Convention of 
Scottish Local Authorities (COSLA): 

2.4.1. £27.6M to extend Free School Meals and continue support for wider 
groups at risk until the end of September; and 



2.4.2. £23M Scottish Welfare Fund top up (not yet allocated to councils). 

2.5. The Local Government Finance Circular No. 12/2020 also confirmed that Local 
Authorities would also benefit from the following additional funding once final 
decisions had been taken (further detail provided in this report): 

2.5.1. £100M over the next 2 years to support Education Recovery and the 
return to schools; 

2.5.2. A share of £50M available for a Council Tax Reduction Scheme and 
Social Security Benefits top up; and 

2.5.3. £25M to assist with digital inclusion for children and young people (£5M 
was also allocated to the Further Education sector).  

2.6. In addition to the above, further grant announcements of £100M have since been 
made to assist Health and Social Care Partnerships to support sustainability across 
the sector and ongoing provision of social care.  The first tranche of this grant 
(£50M) has already been distributed to Partnerships with the second tranche 
(£50M) remaining to be allocated. 

Income Loss Support Scheme 

2.7. In recognition that COVID-19 has impacted greatly on local authorities’ ability to 
generate revenues in many service areas as a result of lockdown, government 
restrictions and social distancing measures related to the pandemic, the UK 
government has introduced a scheme of support for local government in England.  
This new, one-off income loss scheme (the scheme) will compensate for 
irrecoverable and unavoidable losses from sales, fees and charges income 
generated in the delivery of services, in the financial year 2020/21.   

2.8. In England the scheme involves a 5% deductible rate, whereby authorities will 
absorb losses up to 5% of their planned 2020/21 sales, fees and charges income, 
with government compensating them for 75p in every pound of relevant loss 
thereafter.  By introducing a 5% deductible, the UK government has stated that it is 
accounting for an acceptable level of volatility, whilst shielding authorities from the 
worst losses. 

2.9. The scheme has resulted in consequential funding impact for Scotland, and the 
Scottish Government is currently considering how any such scheme might be rolled 
out in Scotland, and what quantum of funding might be applied to the scheme, 
although at the time of writing this report, the exact details are not known.  
However, it would be reasonable to expect a significant level of funding to flow to 
Stirling Council, to be applied to the mitigation of the income losses suffered.  
However, given the uncertainty, no provisional figure has been accounted for in this 
report. 

2.10. An issue being considered by the Scottish Government is the extent to which lost 
income of ALEOs and income from councils’ renting of commercial premises, might 
be included in any scheme in Scotland.  In England those income loss sources are 
specifically excluded, but COSLA and individual councils have made 
representations to the Scottish Government to have them specifically included. 

 

 

 

 

 



Confirmed and Pending Grant Assistance 

2.11. The following table summarises all current Local Government additional COVID-19 
revenue grant announcements, with the respective Stirling Council grant share for 
2020/21 (actual or estimated) also highlighted. 

COVID-19 Revenue Grant Support 
National 
Quantum 

Stirling 
Distribution 

20/21 
Funding to support Local Government (non-
ringfenced)  

£254.0M £4.458M 

UK Consequentials relating to Local Government £155.0M £2.720M 

Further UK Consequentials relating to Local 
Government 

£49.0M £0.860M 

Hardship Fund £50.0M £0.878M 

Funding to support Communities (earmarked) £85.2M £1.122M 

Food Fund including Free School Meals £30.0M £0.417M 

Scottish Welfare Fund Top Up £22.0M £0.275M 

Discretionary Housing Payments (DHP) to support 
tenants financially affected by COVID-19 to sustain their 
tenancies (HRA) 

£5.0M £0.029M 

Death Registration Services £0.6M £0.010M 

Food Fund - Extension of Free School Meals and 
support for wider ‘at risk’ groups until Sept 2020 
Funding split: Schools Meals £156k , Food Support 
£235k) 

£27.6M £0.391M 

Funding for Education Recovery (earmarked) £125.0M £1.834M 

Additional Teaching and Support Staff – Tranche 1  
(funding split: £578k in 2020/21 , £289k in 2021/22) 

£50.0M £0.867M 

Additional Teaching and Support Staff – Tranche 2  
(funding split: £347k in 2020/21 , £173k in 2021/22) 

£30.0M £0.520M 

Digital inclusion for Children and Young People  
(funding allocated: £388k capital , £67k revenue) 

£25.0M £0.067M 

Education Recovery (Logistics) – formula allocation £20.0M £0.380M 

Funding still to be distributed £103.0M Prov. £0.3M 

Education Recovery (Logistics) – needs-based 
allocation 

£30.0M Prov. £0.3M 

Council Tax Reduction Scheme/Social Security Benefits  £50.0M tbc 

Further Scottish Welfare Fund Top Up £23.0M tbc 

Income Loss Support Scheme (non-ringfenced) £tbc £tbc 

Income Loss Support Scheme (see para 2.7) tbc tbc 

Total COVID-19 Revenue Grant Support £567.2M £7.714M 

 

 

 



2.12. In addition to the above, additional revenue funding was also announced to assist 
Health and Social Care Partnerships to support sustainability across the sector and 
ongoing provision of social care. 

COVID-19 Revenue Grant Support 
National 
Quantum 

Stirling & 
Clacks. 

Distribution 

Health & Social Care Local Mobilisation Plans £100.0M £2.624M 

First Tranche of Funding (allocated) £50.0M £1.312M 

Second Tranche of Funding (to be agreed and 
allocated) 

Est. 
£50.0M 

Est. £1.312M 

2.13. The following table summarises additional COVID-19 capital grant announcements, 
together with the respective Stirling Council grant share (actual or estimated).  

COVID-19 Capital Grant Support 
National 
Quantum 

Stirling 
Distribution 

Additional Capital Funding £56.5M £0.907M 

Digital inclusion for Children and Young People  
(funding allocated: £388k capital , £67k revenue) 

£25.0M £0.388M 

School Transport (assumed share of 1.65% of quantum) £1.5M Est. £0.024M 

Regeneration (assumed share of 1.65% of quantum) £12.0M Est. £0.198M 

Town Centres (assumed share of 1.65% of quantum) £18.0M Est. £0.297M 

2.14. Stirling Council’s confirmed shares of these grant elements, or estimated in the 
case of non-allocated elements, and the corresponding spending commitments, 
have been reflected in our budget accordingly. 

2.15. Since the last report to the Council on 30 June, the Scottish Government has 
confirmed the allocation of further funding of £49M across Scotland, arising from an 
allocation of £500M to English councils by the UK Government.  This funding is to 
be used as non-ringfenced funding to address the COVID-19 financial impact 
generally on councils, and the Barnett consequentials funding has been passed on 
in full by the Scottish Government.  Stirling Council’s allocation is £0.860M, and is 
reflected in the table above. 

2.16. The estimated revenue grant position for Stirling Council for 2020/21, as confirmed 
from the information published in Finance Circular 12/2020 and augmented by the 
further COVID-19 revisions to grant since then will be: 

 Business 
As Usual 

COVID-
19 

Impact 

Total 
Grant 

  £M £M £M 

General Revenue Grant 141.790 **7.252 149.042 

Non Domestic Rates Income 28.626 - 28.626 

Ring-fenced Grant 13.039 - 13.039 

Total Government Grant 
Support 

183.445 7.252 190.707 

** Excludes £0.462M Additional Teaching and Support Staff funding which will be 
received in 2021/22 (£0.289M + £0.173M) 

 

 



2.17. It should be noted that the above figure for General Revenue Grant excludes 
assumed income of £0.995M arising from a further grant adjustment notified in 
Finance Circular 12/2020 that has still to be allocated to local authorities (teachers’ 
induction scheme).  Once this allocation is made in due course, this will bring our 
anticipated Total Government Grant support to £191.702M.  As with the other 
unallocated grant elements set out above, corresponding spending budgets will 
also be confirmed, so this has a neutral impact on the budget surplus/gap position 
set out in this report. 

2.18. A continued major influence on the Scottish Government grant position for 2020/21 
and the outlook for future year budgets is the medium to long-term impact of central 
government’s reduction of public spending levels, as a means of reducing the UK’s 
level of public sector borrowing.  Most economic forecasts indicate that reductions 
to public spending will continue in the coming years. 

2.19. At this point, the Scottish Government has not issued Councils with details of grant 
support beyond 2020/21.  However, based on a range of information sources that 
provide projections and commentary on the outlook for public sector spending in 
the UK and Scotland, the following assumptions have been made for government 
grant:- 

2.19.1. 2021/22 to 2022/23 - 1.5% reduction in grant in cash terms each year 
when compared to the previous year. 

2.19.2. 2023/24 to 2024/25 - 1% reduction in grant in cash terms each year when 
compared to the previous year. 

2.19.3. 2025/26 onwards - no increase/decrease to grant in cash terms each year 
(flat cash) when compared to the previous year. 

2.20. Given the impact of COVID-19 on national finances, there is a likelihood that the 
finance settlements in future years will be even tougher for councils.  There is no 
firm information from government to confirm that at present, and it has been 
recently confirmed that the UK Budget will not now take place in the autumn as 
scheduled, given the wider economic uncertainty caused by the COVID-19 
pandemic.  However, the combination of reduced taxation revenues and the higher 
spending necessary to address the worst effects of the pandemic, make tougher 
financial settlements much more likely.  The Office for Budget Responsibility said in 
July that the UK government was on course to borrow £372bn this year to pay for 
the shortfall between tax revenues and public spending, and the servicing of that 
significantly increased borrowing could have an adverse effect on public spending 
plans for the coming years.  As a consequence, the grant assumptions detailed in 
paragraph 2.19 may need to be revised. 

 

 

 

 

 

 

 

 

 



Financial Flexibilities 

2.21. A significant amount of funding has already been deployed by both the UK and 
Scottish Governments to mitigate some of the financial impacts of COVID-19, and 
other support currently remains under consideration.  However, in recognition of the 
fact that both levels of government have finite resources available to them to meet 
the financial impact of COVID-19, COSLA and Directors of Finance have been in 
discussions with the Scottish Government about how other financial flexibility 
measures could be brought to bear on the financial situation of local government in 
Scotland.  A range of initial possible flexibilities were discussed, with some being 
dismissed, as they amounted to Scottish Government borrowing, which is limited in 
the current fiscal arrangements between the UK and Scottish Governments.  This 
has left a reduced number of flexibilities currently being pursued, with a letter of 
request having been recently sent by the Scottish Government, endorsed by 
COSLA, to HM Treasury.  At the point of writing this report, the outcome of the 
requests has not been notified. 

2.22. The financial flexibilities contained in the letter to HM Treasury are: 

i) Loans Fund Repayment Holiday 

2.22.1. Exercising this flexibility will require a change in legislation to be made by 
the Scottish Government. 

2.22.2. Councils are able to borrow to fund capital expenditure and the loans fund 
is the statutory mechanism whereby a council repays, by way of an 
annual statutory charge to the General Fund, the sum borrowed.  

2.22.3. Councils already have statutory power to vary the repayment profile of 
loans fund advances debt linked to revisions to the life of assets, and 
many have already utilised this power as part of their Treasury 
Management strategies.  There is a statutory requirement that when 
varying either the repayment amount or period, or both, this has to be 
prudent.  Further variation is not considered to be prudent and requires a 
change in the legislation (secondary legislation) to permit a deferment. 

2.22.4. A loans fund repayment holiday would permit a council to defer loans fund 
repayments due to be repaid in either 2020/21 or 2021/22 (but not both).  
A council would be required to repay the sum deferred within the period of 
the loans fund advance but, where the loan period exceeds 20 years, 
within 20 years.  Each council would determine the amount to be deferred 
and when it was prudent to charge the deferred sum back to the General 
Fund.  In 2018/19 loans fund repayments across Scotland totalled 
£412.7M, so the ability to defer some of the repayment due in either 
2020/21 or 2021/22 will provide the flexibility needed to reduce the 
COVID-19 funding gap. 

2.22.5. Loans fund repayments, like depreciation which they replace, are not 
cash payments, and therefore any deferment will not require a council to 
borrow to fund that cost.  Councils have budgeted for this cost and 
therefore a deferment will allow this budget to be reallocated to COVID-19 
costs.  Loans fund repayments would recommence the following financial 
year to the one in which the flexibility is exercised. 

ii) PPP/PFI Credit Arrangements Modification 

2.22.6. Exercising this flexibility will require a change in statutory guidance to be 
issued by the Scottish Government. 



2.22.7. As well as being able to borrow to finance capital expenditure, a council is 
also able to incur debt through borrowing by way of a credit arrangement 
for financing capital expenditure of the council.  A credit arrangement 
includes leases and service concession arrangements such as PFI/PPP 
arrangements. 

2.22.8. For credit arrangements the repayment period is the contract period, with 
the annual repayment aligned to the repayment due to the lender.  The 
majority of council service concession arrangements relate to schools 
with a contract period of typically 25 years, with councils receiving grant 
support from the Scottish Government over the same contract period. 

2.22.9. When an asset returns to Council ownership after the contract period 
there is still a significant asset life left, particularly as contracts typically 
provide for life cycle maintenance and a maintenance-free period at the 
end of a PPP concession.  As most PFI/PPP contracts relate to schools 
this could typically give an expected life of at least 50 years.  

2.22.10. The proposal is to amend the Statutory Guidance to allow reversal of all 
prior year statutory adjustments and restatement to proper accounting 
practice i.e. a charge to the General Fund based on depreciation over the 
expected life of assets, and not over the shorter service concession 
periods.  In 2018/19 Scottish councils paid £348.6M in principal and 
interest repayments.  If agreed to by HM Treasury, the potential annual 
revenue saving from this request could be half this amount on a recurring 
basis, although individual councils will have to assess the possible saving 
based on their own asset mix and extended repayment periods. 

2.22.11. A council will have the flexibility to restate to proper accounting practice in 
2020/21 or 2021/22 i.e. to take all savings from the exercise in the year 
they restate.  For this flexibility savings are not restricted to meeting 
COVID-19 costs i.e. all credit arrangements can be restated.  The 
Scottish Government grant payable would continue to be paid as 
currently, i.e. to align the cash grant support with contract repayment 
obligations. 

2.22.12. Ideally councils should use this flexibility before considering the loans 
fund repayment holiday, as the approach set out here will apply to all 
credit arrangements in future periods. 

iii) Capital Receipts received in 2020/21 and 2021/22 (requires statutory 
guidance) 

2.22.13. Capital receipts from the sale of assets is recognised as a capital 
resource, and as such may only be used to fund capital expenditure of the 
council or to repay debt principal.  

2.22.14. By exception, and as agreed by Scottish Ministers, capital receipts may 
be used to fund revenue costs.  As a matter of prudence, agreement is 
only given where the revenue costs are significant and a one-off cost.  A 
key example is equal pay settlement costs.  COVID-19 expenditure meets 
the prudence criteria, is it is significant and can be regarded as a one-off 
cost. 

2.22.15. The flexibility would be to allow councils to use capital receipts received in 
2020/21 and 2021/22 to fund COVID-19 revenue expenditure. 

 



2.22.16. Given the impact of COVID-19 on current asset sales, this flexibility may 
have limited benefit for many councils.  However, allowing this flexibility 
for the period 2020/2022 provides a greater opportunity for the level of 
receipts to increase again to previous levels. 

iv) Capital Grant  

2.22.17. The Scottish Government provides General Capital Grant to fund capital 
expenditure, some £468M in 2020/21.  With COVID-19 lockdown, the 
construction sector came to a complete standstill for four months, and as 
a result many councils are seeing underspends against their current 
capital budgets due to a delay in projects recommencing or commencing. 

2.22.18. Whilst recognising the importance of capital investment in supporting the 
economic recovery, it is unlikely that the slippage can be made good in 
the short term. 

2.22.19. The flexibility would be that c.£156M (£468M x 4/12 months) is permitted 
to be used to fund revenue.  This would ideally be as a reclassification of 
the grant as a revenue grant.  

2.22.20. If HM Treasury is unwilling to permit a reclassification of the grant, the 
alternate proposal is to ask HM Treasury if Scottish councils can borrow 
to fund COVID-19 revenue costs.  Recognising the normal HM Treasury 
requirement that this type of borrowing requires Scottish Government 
budget cover, a reduction of £156M General Capital Grant in 2020/21 will 
provide the budget cover required. 

2.23. The Scottish Government has made it clear that they would only expect these 
flexibilities to be directed at addressing the financial impact of COVID-19, they have 
indicated that they are not options to address ongoing financial pressures.  
However, the impact of COVID-19 will last beyond the current financial year.  To 
assist Councils in developing their financial strategies, the flexibilities will be 
available in the financial years 2020/21 and/or 2021/22.  This will enable Councils 
to look beyond the current financial year and develop a financial strategy which 
best suits their financial position, which includes taking into consideration the use of 
reserves and adjustments to budgets to match available resources. 

COVID-19 Costs and Income Impact 

2.24. The financial impact for Stirling Council set out in this report has been informed by 
a detailed examination of the budgets for all of the Council’s activities and also for 
corporate budgets.  The information gathered has also been used to inform an 
exercise that has been coordinated by COSLA and Directors of Finance, reported 
via COSLA Leaders, and shared with the Scottish Government in discussions over 
the financial impact of local government as a whole. 

2.25. The current financial planning assumptions (as at the time of writing this report) are 
as follows: 

2.25.1. general assumption that there has been 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; 

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

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



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

2.25.5. Council Tax collection levels are already being adversely affected as the 
financial situation of a significant number of taxpayers is impacted.  The 
full-year impact will not be known with any certainty until further on in the 
financial year, and will be very closely monitored by officers.  August 2020 
collection was 1.2% down on August 2019 collection, and that assumption 
has been carried forward for the 2020/21 full-year impact.  Although 
communications have already been issued to make it clear that the 
Council will assist council tax payers to come to appropriate payment 
arrangements to ease their own financial situations, it is not policy at this 
stage to write off council tax liabilities.  Recovery actions have already 
recommenced, significantly later than they normally would, and the 
Council will continue to be as sympathetic as possible to individuals’ 
circumstances; 

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

2.25.7. Capital - significant impact on the spending profile and borrowing 
requirements due to closure of construction sites and disruption to supply 
chains.  A more detailed report on the capital programme is also being 
considered at this meeting of the Council; 

2.25.8. Capital Receipts - delays may be experienced in achieving cash from 
capital receipts meaning other funding streams may have to be identified 
or capital spending plans reduced, although this has not been identified 
as a significant issue at this stage; 

2.25.9. Arm’s Length External Organisations (ALEOs) such as Active Stirling are 
likely to require support funding from the Council to maintain their position 
as a 'going concern' due to their income streams being very significantly 
impacted, and with income remaining low even during the recovery 
phase, as social distancing measures are applied; 

2.25.10. Market opinion – local government credit rating remains aligned to UK 
Sovereign position, i.e. no major credit rating downgrade at present, so 
the ability to borrow to fund expenditure should not be adversely affected; 

2.25.11. Any Scottish Government funding provided to meet the impact of COVID-
19 will be applied for that purpose.  Any ringfenced funding sources not 
utilised will normally be required to be refunded in any case. 

2.25.12. Operational capacity and resilience – dealing with the response to the 
COVID-19 pandemic has placed severe strain on officers’ capacity to 
carry out normal council business and to drive forward a number of key 
corporate workstreams.  The fact that the pandemic has endured for over 
six months and the response and recovery effort will have to be in place 
for a long period in the foreseeable future, will mean that additional 
capacity will urgently need to be put in place, in order to maintain 
operational effectiveness and resilience in support of our citizens, 
communities and employees.  The Senior Leadership Team has made an 
initial assessment of the short- to medium-term capacity that will need to 
be put in place, and the 2020/21 cost is likely to be in the region of £0.2M-
£0.3M.  The current year impact has been included in Appendix 1 at a 
level of £0.3M, and the full year impact will need to be considered as part 
of the 2021/22 budget process. 



2.26. The assessment of the financial impact of COVID-19 on the Council’s budgets has 
been reassessed in the light of the developing situation, and individual projections 
have been refined and adjusted up or down where appropriate.  The detail of the 
individual financial impacts is set out in Appendix 1 to this report.  That detail has 
been separated into: 

2.26.1. The mobilisation/response costs to address COVID-19; 

2.26.2. Lost income due to COVID-19; 

2.26.3. Reduced costs due to COVID-19; 

2.26.4. Projected Council Tax impact. 

2.27. The projections are based on officers’ best assessment of the impact in each 
service area, and those assessments will be refreshed and updated as the year 
continues.  The summary impact of these additional costs and lost income is shown 
in Table 1 (paragraph 2.34). 

Council Tax Impact 

2.28. As stated in 2.25.5 above, there is evidence of a reduction in Council Tax collection 
during the COVID-19 pandemic period.  Although every effort will be made to 
collect as much Council Tax income as possible, it would be reasonable to make 
some provision for non-recovery.  Based on the August figures, a provision of 1.2% 
has been allowed in the impact assessment, amounting to £0.528M (after 
application of discounts) out of a total billed of £52.7M. 

Council Tax Assumption Scenarios 
Pre-COVID 

Position 
  

1.2% 
Reduction  

(2019 v 2020) 
Tax Yielding Properties 39,984  39,984 

Assumed Collection Rate 98.0%  96.80% 
Tax Yielding Properties (adjusted for non-
collection) 

39,184  38,705 

      
Band D Tax £1,344.28  £1,344.28 
      

Anticipated Collectible Council Tax Income 
£52,674,26

8 
 £52,146,472 

      
Potential Council Tax Impact (£000 rounded)     £528,000 

Support to Business 

2.29. The Business Grants Support Scheme was operated by all councils on behalf of the 
Scottish Government from early April to when the scheme was closed on 10 July.  
Cash was paid to councils to allow them to begin processing and paying grants to 
businesses from start of April.  Interim funding of £21.9M (80% of total) was 
received by the Council in early April and a further £5M was received on 15 June 
when the initial 80% interim allocation was reached.  In total Stirling awarded 2,089 
grants to a value of £23.848M, and rejected 606 applications.  All applications were 
processed in accordance with the Scottish Government’s detailed scheme 
guidance. 

2.30. In relation to the Newly Self-employed and Bed and Breakfast Hardship Fund, the 
Council paid 127 grants, to a total value of £0.254M. 



2.31. Councils are also currently involved in administering a short-term transition scheme 
for early learning providers, to allow them to operate following the return to full time 
education from August. 

2.32. For all of the schemes of assistance set out above, any unused sums will be 
required to be returned to the Scottish Government.  It may be that future schemes 
of assistance will be routed via local government, but that has not been confirmed 
at this stage. 

2.33. Finally, the Council has implement extended NDR relief schemes for all businesses 
and also targeted relief for businesses in the retail, hospitality and tourism sectors, 
on behalf of the Scottish Government. 

Summary Impact of COVID-19 Pressures 

2.34. 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, including additional recovery compliance expenditure where 
known, is currently estimated to be in the region of £7.6M, 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. 

Table 1 COVID-19 General Fund 
Financial Impact  

   

20/21 Full-Year Projection 
Recurring 

£M 
One-off £M Total £M 

1.  Mobilisation / Immediate Response Costs    

Social Care Costs Outwith Remit of IJBs 1.193 0.000 1.193 
Housing & Support for Vulnerable People 1.450 0.003 1.453 
Workforce Costs 2.667 0.369 3.036 
Non-Workforce Costs 0.818 0.235 1.052 
Total 6.128 0.607 6.734 

    
2.  Lost Income & Other Costs (excluding HRA) 9.673 0.070 9.743 

    
3.  Potential Council Tax Impact (1.2% non-
collection) 

0.000 0.528 0.528 

  
 

 

Overall Total Additional Cost & Lost Income 15.801 1.205 17.00 
    

4.  Reduced costs as a result of COVID-19 (2.212) (0.000) (2.212) 
    

Additional Costs, net of Cost Reductions 13.589 1.205 14.794 
    

Less Government Funding to be applied:    

Barnett Consequentials May 2020   (2.720) 

Barnett Consequentials September 2020   (0.860) 

Hardship Fund   (0.878) 

Food Fund   (0.417) 

Additional Food Fund   (0.235) 

Free School Meals Provision   (0.156) 

Scottish Welfare Fund Top-up   (0.275) 

Death Registration Services   (0.010) 



Additional Teaching & Support Staff - tranche 
1 

  (0.578) 

Additional Teaching & Support Staff - tranche 
2 

  (0.347) 

Education Recovery Logistics - formula 
allocation 

  (0.380) 

Education Recovery Logistics – needs based 
allocn. 

 Prov. 
estimate 

(0.300) 

Digital Inclusion (revenue element)   (0.067) 

Net Additional Financial Impact   £7.571M 

2.35. 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. 

2.36. Appendix 1 shows the detail of the anticipated additional costs and income losses 
for 2020/21, based on current estimates.  For reduced income budgets it has 
largely been assumed that there will be a tailing off of the Q1 and Q2 impact, but 
with most income generating budgets being adversely impacted to varying degrees 
for the remainder of the financial year.  As discussed previously in this report, the 
principal risk to this assumption is the possible implementation of heightened 
restrictions on movements and economic and social activity. 

Medium-Term / Recovery Position 

2.37. The recovery phase out of lockdown is running 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). 

2.38. In the area of education in particular, councils had originally planned a blended 
learning approach, as advised by the Scottish Government in June and July where 
children will be present in a face to face setting for some of the time, and in a 
distance learning situation for the remainder.  However, a revised planning 
assumption had to be implemented following the Scottish Government’s decision to 
return to full-time education in August.  This involved a rapid change in direction for 
officers, with revised plans having to be put in place before the school summer 
holiday period commencing at the end of June, although any abortive costs were 
minimal. 

2.39. The Scottish Government had 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. 

2.40. The costs of return to full time education in August were determined by the detailed 
guidance published by the Scottish Government at the end of July, and included the 
costs of additional cleaning, additional PPE, adjustments to school transport 
necessary to ensure appropriate social distancing, as well as other social 
distancing measures in school buildings.  To date the Scottish Government has 
allocated a sum of £20M nationally, £0.380M for Stirling, to meet these costs, with 
up to a further £30M to be allocated in due course on the basis of councils 
demonstrating the need for further funding.  A provisional estimate of up to £0.3M 
has been made as a reasonable expectation for Stirling from the national £30M 
quantum, once it is allocated. 



2.41. The Scottish Government has also allocated £80M (£50M plus £30M) nationally to 
employ additional teachers and possibly other education support staff, to support a 
return to learning, and the catch up of attainment following an extended period of 
school closure.  Stirling’s share of this funding is £1.387M, with £0.925M coming in 
2020/21 and £0.462M coming in 2021/22. 

2.42. 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. 

Funding Options 

2.43. It can be seen from the above considerations that although some of the initial 
financial impacts have been revised downwards (although some have also been 
revised upwards), and additional government funding has been applied, there is still 
a considerable and unprecedented in-year financial pressure facing the Council. 

2.44. In the first instance, the Chief Executive and the Chief Finance Officer instructed all 
Service Managers and other budget managers back in early June to take all 
measures to contain discretionary and non-essential spending in order to minimise 
the financial impact on the Council’s finances, and any such measures have been 
reflected in the projections.  Due to the budgetary pressure the Council has faced in 
recent years, 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. 

2.45. The Scottish Government has announced a number of measures to provide 
financial support during the COVID-19 pandemic and these have been set out in 
detail in this report.  These include additional funding for Local Government 
(outlined in paragraph 2.11), relaxation of conditions to ring-fenced funding and 
provision of support for businesses and the economy, administered by councils.  It 
should be noted that the Scottish Government is itself facing unprecedented 
financial pressures due to COVID-19, and has limited ability to put significant 
further fiscal measures in place. 

2.46. 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, as well as 
corporately, to ensure mitigation of the financial consequences wherever possible. 

2.47. Additional flexibilities have been announced by the Scottish Government in relation 
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. 

 



2.48. It is recognised that plans are already be in place for this funding in terms of staffing 
and other committed costs, and the Council is committed to deliver the 1140 hours 
entitlement in line with original plans.  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. 

General Fund Reserves 

2.49. All councils hold reserves but there is wide variation in the nature and value of 
these reserves across Scottish councils.  Reserves play an important role in good 
financial management of councils, they may be used to invest in a major project, 
transform services or respond to unexpected events.  Reserves are a one-off 
resource so councils need to plan carefully for their use.  The COVID-19 financial 
impact certainly represents a major unexpected event, and it is right and proper that 
reserves be used to partially fund this impact.  Indeed, the Scottish Government 
have already made it clear that they would expect that an element of reserves is 
utilised in that way. 

2.50. 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 £9.0M, equating to 4.3% of overall budget.  The Council will inevitably have to 
consider the use of 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.  Nevertheless, 
reserves are mainly intended to provide funding to meet unanticipated financial 
impacts, and the impact of COVID-19 undoubtedly falls into that category. 

2.51. Furthermore, a full review of earmarked reserves has been carried out by officers to 
determine how much they can be repurposed and applied to the overall COVID-19 
funding strategy.  There has been a very detailed 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 has extended to commitments against the 
contingencies and the outcome of the review is shown in Appendix 2 to this report. 
Repurposing of reserves has been carefully considered to avoid any significant 
policy impacts.  Where that has been identified, they have not been proposed for 
release to the COVID-19 impact.  Also, a number of earmarked reserves represent 
government grant paid in advance, and therefore cannot be redirected. 

2.52. Following the review, officers are proposing that a sum of £6.705M be applied to 
the COVID-19 financial impact. 

Revised Summary Financial Position 

2.53. The work between local government and central government to explore financial 
flexibilities has been set out in paragraphs 2.21 to 2.23, and any solutions approved 
by HM Treasury could provide significant help to funding the COVID-19 impact and 
reduce the revenue budget impact.  Given that the outcome of the process is not 
yet known, the measures cannot be relied on with certainty to provide financial 
relief. 

2.54. Similarly, the provision of additional cash support to councils through an income 
loss support scheme can only be quantified and relied on if and when announced, 
although the expectation of significant funding would be a reasonable assumption. 



2.55. Before taking any additional funding or flexibilities into account after taking all of 
these measures into account, it is recommended that funding be applied to the 
COVID-19 financial pressure of £7.571M (see Table 1, paragraph 2.34) as follows: 

2.55.1. Any additional Scottish Government funding for an income loss support 
scheme be applied in full to fund the COVID-19 financial impact in 2020/21; 

2.55.2. Any additional Scottish Government funding to support education recovery 
logistics costs be applied in full to fund the COVID-19 financial impact in 
2020/21; 

2.55.3. Any other additional Scottish Government funding to support councils in 
meeting the COVID-19 impact be applied in full to fund Stirling Council’s 
COVID-19 financial impact in 2020/21; 

2.55.4. The assessed redirection of earmarked reserves of £6.705M, set out in 
Appendix 2 be applied in full to fund the COVID-19 financial impact in 
2020/21; 

2.55.5. Any remaining shortfall for 2020/21 be funded by a provisional allocation of 
uncommitted General Fund Reserves, up to a maximum sum of £1.5M.  
Should any further increase in allocation of general unallocated reserves be 
required, it would need to be considered by Council at a future meeting; 
and 

2.55.6. Should financial flexibilities set out in paragraphs 2.21 to 2.23 be approved 
by HM Treasury and the Scottish Government, that they be further explored 
by officers, and a report brought back to the first available meeting of the 
Council for decisions on how they should be deployed in either 2020/21 or 
2021/22, to meet the ongoing impact of COVID-19. 

 

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. EqIA Relevance Check. 

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

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

4.4. Stirling Council 30 June 2020 - Financial Impact on Stirling Council from COVID-19 
– Update. 

5. Appendices 

5.1. Appendix 1 - Stirling Council COVID-19 Full-Year Financial Implications as at 
September 2020. 

5.2. Appendix 2 – Review of Earmarked Reserves. 
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