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1 Purpose

1.1 The purpose of this report is to seek approval from the Board regarding the 2017/18 Budget
Strategy.

2 Summary
Main
Report
Ref:

2.1 The report presents a proposed Budget Strategy for 2017-18, which outlines the
approach to developing both Resource and Capital budgets for 2017-18, within
the context of both UK and Scottish Government spending announcements.

3 Recommendation
Main
Report
Ref:

3.1 The Board is asked to approve the following recommendation:
 That the proposed Budget Strategy 2017 – 2018 be adopted.

9.1

SCOTTISH FIRE AND RESCUE SERVICE
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4 Key Strategic Implications
Main
Report
Ref:

4.1
4.1.1

Financial
The financial implications are outlined within the report

4.2
4.2.1

Legal
SFRS is required through its Governance and Accountability Framework to
provide the Scottish Government with detailed budget plans no later than 28
February 2017.

4.3
4.3.1

Performance
Budget setting is aimed at ensuring that Scottish Fire and Rescue Service
(SFRS) can deliver its service within the allocated financial resources.

4.4
4.4.1

Environmental & Sustainability
There are no environmental or sustainability implications specifically associated
with this report.

4.5
4.5.1

Workforce
Employee implications of budget plans will be fully evaluated and discussed
with representative bodies.

4.6
4.6.1

Health & Safety
There are no health and safety implications specifically associated with this
report.

4.7
4.7.1

Engagement
Budget plans will be developed in consultation with representative bodies
through the Employee Partnership Forum.

4.8
4.8.1

Timing
Budget proposals will be presented to the Board in February 2017.

4.9
4.9.1

Equalities
A detailed equality impact assessment will be carried out as part of the budget
setting process.

4.10
4.10.1.

Risk
Specific risk registers will be developed with each of the Resource and Capital
budgets.

5 Core Brief

5.1 The Director of Finance and Contractual Services asked the Board to approve a proposed
Budget Strategy for 2017-18, which outlines the approach to developing both Resource and
Capital budgets for 2017-18, within the context of both UK and Scottish Government
spending announcements.

6 Appendices

6.1 None
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BUDGET STRATEGY 2017-18

1 PURPOSE

1.1 The purpose of this report is to seek approval from the Board regarding the 2017/18 Budget
Strategy.

2 BACKGROUND

2.1 As an Other Significant National Body sponsored by Scottish Government, SFRS is funded
directly through Grant in Aid as detailed in the annual Budget (Scotland) Act.

2.2 Following the 2015 General Election, the UK Government published its 2015 Spending
Review and Autumn Statement in November 2015, covering the period up to 2019/20. The
UK Government published its 2016 Autumn Statement on 23 November 2016, updating its
fiscal forecasts and refining its spending plans from 2017/18. Scotland’s Block Grant is
determined by UK Government Spending Plans.

2.3 During 2016/17 the Scottish Parliament has been granted additional tax raising powers
through the Scotland Act 2016, which will add a new dimension to the budget setting
process in Scotland.

2.4 The Scottish Parliament, in February 2016 approved the Scottish Government’s budget
proposals for 2016/17. The SFRS Resource DEL (Departmental Expenditure Limit) Budget
for 2016/17 is as shown in the table below:

SFRS 2016/17 (£m)

Total Resource DEL 283.900
Resource DEL (Non-Cash) 24.679
Resource DEL (Cash) 259.221
Capital DEL (Cash) 10.800
TOTAL CASH 270.021

Unlike previous years, the Scottish Government did not publish indicative spending plans
for future years, either for Resource or Capital DEL.

2.5 This funding is provided to enable SFRS to deliver against its priorities and objectives as
laid out in the Fire & Rescue Framework for Scotland. In September 2016 a revised
Framework was published, aimed at building on the experience of Fire Reform transition
and implementing a new set of priorities which reflect the Scottish Government’s aspirations
and expectations for the future of SFRS.

SCOTTISH FIRE AND RESCUE SERVICE

Th e B oard ofScottish Fire an d Rescue Service
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3 SCOTTISH DRAFT BUDGET 2017/18

3.1 As with 2016/17, the timing of UK Government announcements has resulted in the Scottish
Government’s budget proposals being presented later than would typically be the case.

3.2 At time of writing there are no indicative figures available for the Scottish Draft Budget,
however this is expected to be published w/c 12th December. These proposals will be
subject to the normal parliamentary scrutiny process, resulting in a Budget Bill being
developed, which is ultimately enshrined in legislation as the annual Budget (Scotland) Act
around February.

3.3 Recent economic and government forecasts do not point to an easing of the pressure on
public spending and as such it is anticipated that the Draft Budget will present a challenging
settlement for the Scottish public sector.

4 RESOURCE BUDGET - PLANNED SAVINGS AND KEY COST PRESSURES

4.1 The Critical Savings Pathway (CSP) was developed in 2014, covering the period up to
2019/20, and details the various initiatives that remain ongoing to deliver cost reductions
over a 4/5 year period. Many of these have been realised and further material savings are
due to be delivered in 2017/18, primarily in relation to the rationalisation of control rooms,
property estate and ICT infrastructure. Based on initial estimates these measures will
generate cost reductions of around £2.5million; however work is currently being finalised to
review these estimates at a detailed level.

4.2 The CSP also highlights anticipated cost pressures over the same period and these are
being refreshed. As in 2016/17, wider policy changes will result in a material unanticipated
cost increase. From 1 April 2017, organisations will be required to pay a 0.5%
Apprenticeship Levy on paybill costs in excess of £3million per year. This will result in a cost
increase to SFRS in the region of £1million per annum.

4.3 As employee costs account for 79% of the SFRS budget, pay inflation is a material and
inevitable cost pressure. The Service is required to consider the wider principles of Public
Sector Pay Policy when negotiating pay settlements. The current policy relates to 2016/17
and sets out a maximum annual increase of 1% for those earning more than £22,000 and
£400 for those earning below that level.

4.4 Within this context, and recognising the current situation with existing national pay
bargaining arrangements, budget plans will at this stage assume pay inflation at 1% per
annum across all categories of staff, with provision for lower paid employees in line with
Public Sector Pay Policy. The cost to SFRS of a 1% pay increase for all staff is c. £2million
per annum.

4.5 Incremental progression across all categories of staff is anticipated to cost a net additional
£0.5million; and policy changes in relation to Pension Auto-Enrolment a further £0.6million.

4.6 General Consumer Price Inflation reported in September was 1.0%. As non-employee cost
budgets stabilise and new contractual arrangements are put in place, it should be
recognised that year on year price increases are a reality.

4.7 In developing the Resource Budget, the target will be the Resource DEL funding allocation.
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5 CAPITAL EXPENDITURE

5.1 In previous years the Board has approved capital spending plans on a 3-year basis, which
represents good practice, recognising the long-term nature of major projects, and the
inevitable “end-loading” of expenditure within the financial year which is associated with
single year budgeting.

5.2 In 2016/17 the Capital DEL allocation for SFRS was significantly lower than previous years
and below expectations. As such, the Board agreed to set a single year budget, recognising
that the funding allocation for 2016/17 was not sustainable beyond the 12-month period.

5.3 Over the summer there has been significant engagement with the Scottish Government
Sponsor Team, at a detailed level, to highlight the urgent requirement for major capital
investment within SFRS, much of which is of a safety critical nature.

5.4 It is recognised that the future shape of public sector assets is likely to involve greater
collaboration across organisations. Work has been ongoing in recent months at executive
level with the Scottish Ambulance Service, Police Scotland and the Scottish Futures Trust
to develop a sustainable model for long term asset sharing. This progress will be shared
with the Reform Collaboration Group at its meeting in January 2017. It is currently
anticipated that there is scope to build on the existing base of 63 shared premises within the
SFRS portfolio.

5.5 The proposed capital budget will be set at the level of Capital DEL funding, plus anticipated
capital receipts, predominantly from the Property Estate - Strategic Intent programme, for
which Scottish Government approval has been received to reinvest in a fit for purpose
property portfolio. At this stage work will be progressed on the basis that this can be
presented as a 3-year programme.

5.6 Where opportunities arise during the year to bid for additional capital resources these will be
explored. During 2016/17 an additional £2million was secured in this manner.

6 LONG TERM FINANCIAL SUSTAINABILITY

6.1 In line with the recommendations of Audit Scotland, the Service has developed a first draft
of its Long Term Financial Strategy (LTFS) covering the period up to 2025/26. Leading on
from this work there has been significant engagement with Scottish Government over the
Summer and early Autumn to present the opportunities for future transformation of the
Service, building on the success to date of the initial reform period.

6.2 Work remains ongoing to explore and progress these opportunities whilst awaiting the
outcome of the Draft Budget. The budget settlement will have a significant impact on the
nature and pace of change however, as was highlighted to the Scottish Parliament Justice
Committee, significant changes require time to plan, consult on and deliver.
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7 TIMETABLE AND APPROACH

7.1 SFRS is required through its Governance & Accountability Framework to provide the
Scottish Government with detailed budget plans no later than 28 February 2017.

7.2 Board development sessions are proposed during January and February, as required, to
consider options.

7.3 Budget plans will also be developed in consultation with representative bodies through the
Employee Partnership Forum.

7.4 Proposed budgets will be presented to the Board for approval at its meeting in February
2017.

8 JOINT WORKING ON COMMUNITY PLANNING & RESOURCING

8.1 SFRS recognises its responsibilities to work together with community planning partners as
outlined within the “Agreement on Joint Working on Community Planning and Resourcing”
and as such will continue to work with local partners to identify practical opportunities to add
real value in this area.

9 RECOMMENDATION

9.1 The Board is asked to approve the following recommendation:
 That the proposed Budget Strategy 2017 – 2018 be adopted.


