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https://audit.scot/uploads/2026-01/nr_260129_lg_financial_bulletin.pdf
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Earmarked Reserves - Summary Annex 6a

 2025/26 
Opening 

Balance per 
2024/25 
Accounts

£m

 2025/26 
Transfers 

£m

 2025/26 
Earmarking 

£m

 2025/26 
Drawdowns

£m

Transfer 
from Non-
earmarked 
Reserves

£m

HC 05/03/26 
Re-

purposing to 
maintain 3% 

General 
Reserve

£m

Updated 
Forecast
Balance

£m
Budget Pressure and Investment 36.660 -4.061 -4.075 -15.700 12.824
Delivery Plan Investment - Corporate Solutions 2.204 -1.158 1.046
Delivery Plan Investment - Income Generation 2.240 -0.224 2.016
Delivery Plan Investment - Net Zero, Energy Investment & Innovation 1.477 1.477
Delivery Plan Investment - Person Centred Solutions 15.228 -3.346 -3.200 8.682
Delivery Plan Investment - Reconfiguring Our Asset Base 0.271 0.271
Delivery Plan Investment - Workforce for the Future 0.579 -0.287 0.292
Delivery Plan Investment - Cross Portfolio Programme & Project Mgt 0.290 -0.100 0.190
Restricted Use Reserves 26.746 -0.379 4.934 -0.831 30.470
Grants & Match Funding 5.229 -0.787 -1.357 3.085
Investment Impairment Reserve 1.000 -1.000 0.000
Legacy Investment Funds (Phases 1-4) 3.462 -0.307 3.155
Moss Park 1.760 -0.807 0.953
Other Legacy Reserves 3.279 -0.270 -0.082 2.927
HC 05/03/26 - Pressures from Reserves (Note 1) 9.911 9.911
HC 05/03/26 - Investment from Reserves (Note 2) 1.500 1.500
Further target for re-purposing & re-allocating existing earmarked reserves -6.700 5.497 -2.000 -3.203

Total 93.725 0.000 4.934 -12.574 11.411 -21.900 75.596
Note 3

Notes
£m

1. Total pressures met from reserves per Annex 2 - Budget Pressures 9.911

Recovery Plan Support - Children's Services - Multi-year 3.900
Recovery Plan Support - Fleet Support - Multi-year 3.000

  HRP Implementation Costs 0.926
Investment for savings proposal Place/1 (Fleet Workshop) 0.085

 Insurance Fund top-up 2.000
9.911

2. Total investment met from reserves per Annex 4 - Budget Pressures 1.700

My Future Highland/Workforce North 1.200
Repair the Highlands Fund - Phase 2 0.300

1.500

3. Re-purposed Earmarked Reserves tranfered to General Reserve to meet 3% target 21.900

From ASC EMR towards ASC 25/26 deficit support 3.200
INV/4 Community Transport - reduction/re-purposing 5.000
INV/12 Teacher Numbers - reduction/re-purposing 1.700
INV/5 Investment in shared renewable energy - reduction/re-purposing 6.000
Demonstrator EMR - re-purposing (as project costs met from capital) 3.000
Impairment reserve - re-purpose 1.000
Target for further EMR re-purposing in 2026 2.000

21.900
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Earmarked Reserves - Further Detail Annex 6b

Categorization in Annex 6a

 2025/26 
Opening 
Balance 

per 
2024/25 
Accounts

£m

 2025/26 
Transfers 

£m

 2025/26 
Earmarking 

£m

 2025/26 
Drawdowns

£m

Transfer 
from Non-
earmarked 
Reserves

£m

HC 
05/03/26 

Re-
purposing 
to maintain 

3% 
General 
Reserve

£m

Updated 
Balance

£m
Budget 2024-25 - Savings & Transformation - Education Innovation Budget Pressure and Investment 0.500    0.500
Budget 2024-25 - Savings & Transformation - Cleaning Service Modernisation Budget Pressure and Investment 0.118    0.118
Budget 2024-25 - Savings & Transformation - Assets - Demonstrator Projects Budget Pressure and Investment 3.000    -3.000 0.000
Budget 2024-25 - Savings & Transformation - Assets - Network of Facilities Budget Pressure and Investment 1.000    1.000
Budget 2024-25 - Savings & Transformation - Offices & Depots Rationalisation Budget Pressure and Investment 0.500    0.500
Budget 2024-25 - Savings & Transformation - SWAN Contract ICT Investment Budget Pressure and Investment 1.304   -1.009 0.295
Budget 2024-25 - Pressures - HLH Budget Pressure and Investment 1.898    1.898
Budget 2024-25 - Pressures - Property Maintenance Budget Pressure and Investment 4.000   -2.000 2.000
Budget 2024-25 - Pressures - Waste & Recycling POPS Budget Pressure and Investment 1.395 -1.145   0.250
Budget 2024-25 - Pressures - Interest & Treasury Management Fund Budget Pressure and Investment 2.916 -2.916   0.000
Budget 2024-25 - Pressures - Gaelic Translation Yr1 Budget Pressure and Investment 0.052   -0.052 0.000
Budget 2025-26 - Pressures - Flow Country World Heritage Site Budget Pressure and Investment 0.335   -0.112 0.223
Budget 2025-26 - Pressures - Grounds Maintenance - Project Delivery Budget Pressure and Investment 0.100   -0.100 0.000
Budget 2025-26 - Pressures - Community Planning Budget Pressure and Investment 0.075   -0.075 0.000
Budget 2025-26 - Pressures - Mid Market Rent Model Budget Pressure and Investment 0.064   -0.064 0.000
Budget 2025-26 - Pressures - Social Work Case Management System Budget Pressure and Investment 1.884   -0.072 1.812
Budget 2025-26 - Pressures - Longman Park Travelling Site Budget Pressure and Investment 0.320   -0.320 0.000
Budget 2025-26 - Investment - INV4 Community Transport Budget Pressure and Investment 6.000   -0.026 -5.000 0.974
Budget 2025-26 - Investment - INV5 Renewable Energy Budget Pressure and Investment 8.000    -6.000 2.000
Budget 2025-26 - Investment - INV6 Rural Poverty Commission Budget Pressure and Investment 0.300   -0.050 0.250
Budget 2025-26 - Investment - INV7 Repair the Highlands Challenge Fund Budget Pressure and Investment 0.500    0.500
Budget 2025-26 - Investment - INV10 Community & Family Wellbeing Budget Pressure and Investment 0.200   -0.050 0.150
Budget 2025-26 - Investment - INV12 Teacher Numbers Budget Pressure and Investment 2.000   -0.108 -1.700 0.192
Budget 2025-26 - Investment - INV13 Leadership & Management Capacity Budget Pressure and Investment 0.200   -0.038 0.162

Budget Pressure and Investment 36.660 -4.061 0.000 -4.075 0.000 -15.700 12.825
Budget 2024-25 - Savings & Transformation - Digital Innovation - renamed My Council Delivery Plan Investment - Corporate Solutions 0.274   -0.270 0.004
Budget 2024-25 - Savings & Transformation - Assets - Terra Tracker Delivery Plan Investment - Corporate Solutions 0.022    0.022
Budget 2024-25 - Pressures - People and Finance Systems Programme Delivery Plan Investment - Corporate Solutions 0.776   -0.398 0.378
Future Investment Capacity Fund - Corporate Solutions - Data & Digital Solutions - renamed Service Improvement Solutions Delivery Plan Investment - Corporate Solutions 0.079   -0.073 0.006
Future Investment Capacity Fund - Corporate Solutions - Data Foundations Delivery Plan Investment - Corporate Solutions 0.578   -0.201 0.377
Future Investment Capacity Fund - Corporate Solutions - Digital Foundations Delivery Plan Investment - Corporate Solutions 0.270   -0.129 0.141
Future Investment Capacity Fund - Corporate Solutions - Future Operating Model Delivery Plan Investment - Corporate Solutions 0.205   -0.088 0.117

Delivery Plan Investment - Corporate Solutions 2.204 0.000 0.000 -1.158 0.000 0.000 1.046
Budget 2024-25 - Savings & Transformation - Tourism Income - Motorhomes Delivery Plan Investment - Income Generation 0.750   -0.005 0.745
Budget 2024-25 - Savings & Transformation - Tourism Income - Unique Visitor Experiences Delivery Plan Investment - Income Generation 1.490   -0.219 1.271

Delivery Plan Investment - Income Generation 2.240 0.000 0.000 -0.224 0.000 0.000 2.016
Future Investment Capacity Fund - Net Zero & Energy - Net Zero Programme Team Delivery Plan Investment - Net Zero, Energy Investment & Innovation 0.630    0.630
Future Investment Capacity Fund - Net Zero & Energy - Energy Saving Measures Delivery Plan Investment - Net Zero, Energy Investment & Innovation 0.409    0.409
Future Investment Capacity Fund - Net Zero & Energy - Solar PV - Commercial Delivery Plan Investment - Net Zero, Energy Investment & Innovation 0.164    0.164
Future Investment Capacity Fund - Net Zero & Energy - Investment Pipeline Delivery Plan Investment - Net Zero, Energy Investment & Innovation 0.274    0.274

Delivery Plan Investment - Net Zero, Energy Investment & 
Innovation 1.478 0.000 0.000 0.000 0.000 0.000 1.478

Budget 2024-25 - Savings & Transformation - Family First Delivery Plan Investment - Person Centred Solutions 1.903   -1.346 0.557
Budget 2024-25 - Savings & Transformation - ASC Delivery Plan Investment - Person Centred Solutions 12.125   -2.000 -3.200 6.925
Budget 2024-25 - Community Led Capacity Building Delivery Plan Investment - Person Centred Solutions 1.200    1.200

Delivery Plan Investment - Person Centred Solutions 15.228 0.000 0.000 -3.346 0.000 -3.200 8.682
Future Investment Capacity Fund - Asset Reconfiguration - New Area Community Hubs Delivery Plan Investment - Reconfiguring Our Asset Base 0.271    0.271

Delivery Plan Investment - Reconfiguring Our Asset Base 0.271 0.000 0.000 0.000 0.000 0.000 0.271
Future Investment Capacity Fund - Workforce for the Future - Programme Mgt & School Support Delivery Plan Investment - Workforce for the Future 0.287   -0.218 0.069
Future Investment Capacity Fund - Workforce for the Future - Digital School Delivery Plan Investment - Workforce for the Future 0.292   -0.069 0.223

Delivery Plan Investment - Workforce for the Future 0.579 0.000 0.000 -0.287 0.000 0.000 0.292
Future Investment Capacity Fund - Cross Portfolio Programme & Project Management Resources Delivery Plan Investment - Cross Portfolio Programme & Project Mgt 0.290   -0.100 0.190

Delivery Plan Investment - Cross Portfolio Programme & Project 
Mgt 0.290 0.000 0.000 -0.100 0.000 0.000 0.190

Developers' Contributions Restricted Use Reserves 12.365   -0.309 12.056
DSM Balances Restricted Use Reserves 1.572    1.572
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Categorization in Annex 6a

 2025/26 
Opening 
Balance 

per 
2024/25 
Accounts

£m

 2025/26 
Transfers 

£m

 2025/26 
Earmarking 

£m

 2025/26 
Drawdowns

£m

Transfer 
from Non-
earmarked 
Reserves

£m

HC 
05/03/26 

Re-
purposing 
to maintain 

3% 
General 
Reserve

£m

Updated 
Balance

£m
DSM Balances - Counselling in Schools Restricted Use Reserves 0.531   -0.239 0.293
Elections Restricted Use Reserves 0.500  0.085  0.585
Green Freeport Restricted Use Reserves 0.329  0.125  0.454
Car Parking Income - Badenoch & Strathspey Restricted Use Reserves 0.002    0.002
Car Parking Income - Caithness Restricted Use Reserves 0.029    0.029
Car Parking Income - Inverness Restricted Use Reserves 0.098    0.098
Car Parking Income - Lochaber Restricted Use Reserves 0.026    0.026
Car Parking Income - Skye Restricted Use Reserves 0.285    0.285
Car Parking Income - Sutherland Restricted Use Reserves 0.028    0.028
Car Parking Income - Wester Ross Restricted Use Reserves 0.041    0.041
SALIX Recycling Fund Restricted Use Reserves 1.777  0.837  2.614
SALIX Recycling Fund - Management Fees Restricted Use Reserves 0.163    0.163
Scottish Crown Estate Restricted Use Reserves 8.620  3.887 -0.284 12.223
Short Term Lets Licensing Income Restricted Use Reserves 0.380 -0.380   0.000

Restricted Use Reserves 26.745 -0.380 4.934 -0.831 0.000 0.000 30.468
New Concerto Property Database System - Module Development Work Grants & Match Funding 0.179    0.179
RRTP Homelessness Grants & Match Funding 0.473   -0.473 0.000
Whole Family Wellbeing Grants & Match Funding 2.249    2.249
National Trauma Training Grants & Match Funding 0.048    0.048
FWES Employability Grants & Match Funding 0.787 -0.787   0.000
Regional Economic Partnership Fund (Western Isles) Grants & Match Funding 0.107    0.107
Ukrainian Resettlement Fund Grants & Match Funding 0.724   -0.288 0.436
Local Heat & Energy Efficiency Strategies Grants & Match Funding 0.067    0.067
Scottish Welfare Fund Grants & Match Funding 0.597   -0.597 0.000

Grants & Match Funding 5.230 -0.787 0.000 -1.357 0.000 0.000 3.085
Investment Impairment Reserve Investment Impairment Reserve 1.000    -1.000 0.000

Investment Impairment Reserve 1.000 0.000 0.000 0.000 0.000 -1.000 0.000
Economic Prosperity Fund Legacy Investment Funds (Phases 1-4) 1.148   -0.253 0.894
Place-Based Investment Legacy Investment Funds (Phases 1-4) 0.053   -0.053 0.000
Supporting Safe & Effective working Legacy Investment Funds (Phases 1-4) 0.034    0.034
Community Loans Fund Legacy Investment Funds (Phases 1-4) 0.500    0.500
Roads - Maintenance Legacy Investment Funds (Phases 1-4) 1.544    1.544
Climate Action, Green Energy and Jobs Legacy Investment Funds (Phases 1-4) 0.157    0.157
Rural Transport Legacy Investment Funds (Phases 1-4) 0.026    0.026

Legacy Investment Funds (Phases 1-4) 3.462 0.000 0.000 -0.307 0.000 0.000 3.155
Moss Park Moss Park 1.760   -0.807 0.953

Moss Park 1.760 0.000 0.000 -0.807 0.000 0.000 0.953
Outdoor Education Fund Other Legacy Reserves 0.460    0.460
PPP Handback Other Legacy Reserves 0.150 -0.150   0.000
Welfare - Flexible Fund to Support People Impacted by Restrictions (R-31) Other Legacy Reserves 0.135    0.135
Other Covid19 - Ward Discretionary Funds (Covid-19) Other Legacy Reserves 0.022   -0.022 0.000
Education Transitional Funding Other Legacy Reserves 0.009    0.009
IT Investment Fund Other Legacy Reserves 1.269 0.380  -0.022 1.626
Recycling Improvement Fund including Skips, Recycling Centre infrastructure & Recycling Banks Other Legacy Reserves 0.037   -0.037 0.000
Staffing Conditions & Development Fund (SCDF) - Office Reviews Other Legacy Reserves 0.785 -0.500   0.285
Legal Underspend Other Legacy Reserves 0.060    0.060
Flexible Working/New Ways of Working Other Legacy Reserves 0.213    0.213
Walks to Water/Flow Country World Heritage Site Other Legacy Reserves 0.014    0.014
Match funding for ESF Poverty & Social Inclusion Other Legacy Reserves 0.125    0.125

Other Legacy Reserves 3.279 -0.270 0.000 -0.082 0.000 0.000 2.927
Further target for re-purposing & re-allocating existing earmarked reserves -6.700 5.497   -2.000 -3.203
HC 05/03/26 - Pressures from Reserves 9.911 9.911
HC 05/03/26 - Investment from Reserves 1.500 1.500

Total 93.725 0.000 4.934 -12.574 11.411 -21.900 75.596

141



Annex 7a
Proposed Council Tax Charges 2026/27 & Indicative Council Tax Charges 2027/28 and 2028/29

7% 7% 7%

Band
Multiplier 

Factor
2025/26

Council Tax
£

2026/27
Proposed 
Change

£

2026/27 
Proposed

Council Tax
£

2027/28
Indicative 

Change
£

2027/28 
Indicative

Council Tax
£

2028/29
Indicative 

Change
£

2028/29 
Indicative

Council Tax
£

DBR 5/9 848.38 59.39 907.77 63.55 971.32 67.99 1,039.31
A 6/9 1,018.06 71.27 1,089.33 76.25 1,165.58 81.59 1,247.17
B 7/9 1,187.74 83.14 1,270.88 88.96 1,359.84 95.20 1,455.04
C 8/9 1,357.41 95.03 1,452.44 101.67 1,554.11 108.79 1,662.90
D 9/9 1,527.09 106.90 1,633.99 114.38 1,748.37 122.39 1,870.76
E 473/360 2,006.43 140.45 2,146.88 150.28 2,297.16 160.81 2,457.97
F 585/360 2,481.52 173.71 2,655.23 185.87 2,841.10 198.89 3,039.99
G 705/360 2,990.55 209.35 3,199.90 223.99 3,423.89 239.68 3,663.57
H 882/360 3,741.37 261.91 4,003.28 280.23 4,283.51 299.85 4,583.36

Proposed/Indicative Change
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Annex 7b   

Council Tax Charging for Second Homes and Long-Term Empty Properties 

 

Background 

 

In June 2024, the Council agreed a Highland Housing Challenge in recognition of both 
the issues in meeting the current need for housing across communities in Highland and 
the anticipated future demand for housing based upon the economic opportunities 
coming to the area. Forecasts suggest that 24,000 new homes are required over the next 
10 years to meet housing demand in Highland. This is 12,000 more than the current 
anticipated completion rates of 12,000 over this period.  

A significant shift is therefore required to deliver against this new housing demand. The 
proposed changes to the Council Tax charges for second homes and long-term empty 
properties provide opportunities to help with the requisite shift to increase housing 
supply. 

The Housing (Scotland) Act 2025 was passed by the Scottish Parliament on 30 
September 2025 and received Royal Assent on 6 November 2025. It introduces major 
reforms to the private rented sector (PRS), including long-term rent controls, enhanced 
tenant rights, and new duties for preventing homelessness.  It also introduces 
additional powers for local authorities to charge higher Council Tax on second homes 
and long-term empty properties by removing the existing cap. 

The Highland Council has 3,369 second homes and 2,466 long-term empty properties.  
This equates to approximately 4.6% of the Council’s council tax base. The Highland 
Council has notably more second homes and long-term empty properties than any 
other local authority in Scotland and for long-term empty properties, 41% have been 
empty for more than 3 years.  

Analysis of data from the Wealth and Assets Survey 2018-2020 shows that owners with 
more than one property both in Scotland (and in GB) overall were on average wealthier, 
and also had higher incomes compared to home-owners without an additional property  
and households without any property wealth.  Increased Council Tax charging for 
second homes and long-term empty properties is intended to encourage owners to 
bring their properties back into occupation as principal homes, improve the availability 
of housing within local communities, reduce the negative impacts associated with 
empty or under-used properties, and promote fairness and consistency across the 
Council Tax system. 
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The range of relevant legislation includes: 
• The Local Government Finance Act 1992 
• Council Tax (Exempt Dwellings) (Scotland) Order 1997 
• Council Tax (Variation for Unoccupied Dwellings) (Scotland) Regulations 2013 
• Council Tax (Variation for Unoccupied Dwellings) (Scotland) Amendment 

Regulations 2023 
• Council Tax (Variation for Unoccupied Dwellings) (Scotland) Amendment 

Regulations 2026 

In 2025/26 the Council Tax charges determined by The Highland Council for both Long-
Term Empties and Second Homes are set at the maximum cap of 200%. The legislative 
change from 1 April 2026 removes the cap on Second Homes and Long-Term Empty 
properties.  

 

 

Proposed Council Tax Charging for Second Homes and Long-Term Empty Properties 
commencing from 1 April 2026 

As noted above, the legislative changes from 1 April 2026 are the removal of the cap on 
second homes and long-term empty properties.  It remains the case for Local 
Authorities to determine such charges, including those which are no longer subject to 
the cap.  

For unoccupied properties the legislation remains unchanged, ie depending on 
individual circumstances, an unoccupied property can attract a Council Tax charge of 
up to 100%.  

Only when a property is continuously unoccupied for a period exceeding 12 months can 
it then be classed as a Long-Term Empty Property for Council Tax purposes.   

The charges for second homes take effect from 1 April in the relevant financial year. For 
Long-Term Empty properties, the applicable charge will be determined depending on 
the period of inoccupation and individual circumstances.   
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The proposed charges are shown below, followed by some examples. 

Classification Description  2026/27 2027/28 2028/29 
Unoccupied Depending on individual 

circumstances, an unoccupied 
property can attract a Council Tax 
charge of up to 100%.  

Up to 100% Up to 100% Up to 100% 

Long-Term 
Empties 
 
 

A property is designated as a 
Long-Term Empty dwelling if it has 
been continuously unoccupied for 
a period exceeding 12 months. 
This charge will be applicable for 
up to 24 months from the date 
that the property is determined a 
Long-Term Empty for the purposes 
of Council Tax.  

250% 250% 250% 

This charge will be applicable 
after 24 months have elapsed 
from the date that the property is 
determined a Long-Term Empty for 
the purposes of Council Tax.  

250% 350% 400% 

Second Home A property is classed as a second 
home when it is not anyone’s sole 
or main residence, is furnished, 
has been lived in for 25 days or 
more during the previous 12 
months. 

 

300% 350% 400% 
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There also follows some examples relating to Long-Term Empties.  

Example 1 Date Total Charge 

Property becomes unoccupied 01-Mar-23 Up to 100% 

Property becomes Long-Term Empty 01-Mar-24 200% 

 
01-Apr-26 250% 

 
01-Apr-27 350% 

 
01-Apr-28 400% 

 

Example 2 Date Total Charge 

Property becomes unoccupied 01-Apr-24 Up to 100% 

Property becomes Long-Term Empty 01-Apr-25 200% 

 01-Apr-26 250% 

 
01-Apr-27 350% 

 
01-Apr-28 400% 

 

Example 3  Date Total Charge 

Property becomes unoccupied 01-Oct-26 Up to 100% 

Property becomes Long-Term Empty 01-Oct-27 250% 

 
01-Oct-29 400% 
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The Highland Council Policy 

1. The Council Tax (Variation for Unoccupied Dwellings) (Scotland) Amendment 
Regulations 2026 enable local authorities to:  

• Establish a national default rate for Council Tax premiums for second 
homes and long-term empty homes of 100% 

• Provides interpretation provision in regulation 2 of the 2013 
Regulations to separate long-term empty homes from the general 
definition of unoccupied dwelling 

• Determine how those premiums apply in their area from 1 April 2026 
including increasing or reducing the premium, applying no premium, or 
applying a discount, and to apply different approaches for different 
cases, classes of dwelling or areas. 

 
2. Exemptions and Mandatory Discounts 

2.1 Time-limited Council Tax exemptions in the Highland Council area are applied 
in line with national legislation and depend on the specific circumstances of 
each case. Exemptions may apply where a property is unoccupied due to 
bereavement, long-term care, hospitalisation, imprisonment, uninhabitable 
conditions, repossession, or where all residents are full-time students or 
otherwise disregarded. Eligibility is assessed on individual circumstances, 
and the list of possible exemptions is not exhaustive. 

2.2 From 1 April 2024, The Highland Council is no longer permitted to apply the 
Council Tax premium to long-term empty homes that have been purchased by 
a new owner within the previous six months where repairs or renovations are 
underway to bring the property back into use. This measure is intended to 
support owners who are actively working to re-occupy empty homes. The 
Council retains discretion to extend this six-month period where they 
consider it appropriate to permit necessary works to be completed. 

2.3 The increased flexibility does not affect eligibility for statutory exemptions 
under the Council Tax (Exempt Dwellings) (Scotland) Order 1997.  

3. Discretionary Considerations 

3.1 The Highland Council’s Revenues section retains discretion to decide 
whether specific liabilities may be excluded from the premium, taking 
account of the circumstances. Each case will be considered on its own 
merits, and a decision will be made based on the evidence provided.  
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The table below details a description of unoccupied, Long-Term Empties and Second 
Homes.  

Category Description 
Unoccupied Depending on individual circumstances, an unoccupied property can 

attract a Council Tax of up to 100%.  
Long-Term 
Empties 
 

A property is designated as a long-term empty dwelling when it meets all 
of the following statutory conditions: 

• The property is not used as anyone’s sole or main residence. 
• The property has been continuously unoccupied for over 12 

months. 
• is not of a class of dwellings specified in the Council Tax (Variation 

for Unoccupied Dwellings) (Scotland) Regulations 2013, Schedule 
2   – that is property being actively marketed for sale or rent for a 
period not exceeding 24 months and able to show that the price 
sought is appropriate 

 
Second 
Home 

A property is classed as a second home when it meets all of the following 
criteria: 

• It is not anyone’s sole or main residence. 
• It is furnished. 
• It has been lived in for 25 days or more during the previous 12 

months. 
• If a property has not been lived in for at least 25 days in the 

previous 12 months, it must be classified as an unoccupied 
property, or Long-Term Empty and not a second home. 

 

148



Annex 8 

Financial Resilience and Sustainability Indicators 

Introduction 

The following financial resilience and sustainability indicators are provided to support the 
consideration of the Council’s Medium-Term Financial Plan, and Section 95 Officer’s 
assessment of the Council's financial sustainability.  It is expected the suite of indicators will be 
refined and developed as part of the Council’s ongoing financial planning.  

The Chartered Institute of Public Finance and Accountancy (Cipfa) has issued a briefing note 
which defines the meaning of financial resilience as: “In simple terms, this is the ability, from a 
financial perspective, to respond to changes in delivery or demand without placing the 
organisation at risk of financial failure. This means having the agility and flexibility to forecast 
and manage both expenditure and income to meet requirements as they change while 
delivering a balanced budget.” 

i. Plans and Strategies 

Purpose: ensuring the Council has relevant financial plans and strategies in place, and these 
are considered/approved by members. Listed below are only those core financial plans and 
strategies reflected within these indicators.  A range of further supplementary financial plans 
and strategies also exist and are reported to relevant Committees. 

Duration of Medium-Term Financial Plan/Strategy 3 years  
(2026/27 – 2028/29) 
 

Status of the Medium-Term Financial Plan For approval 5 March 
2026 

Reserves Strategy Approved December 
2023 

Operational Delivery Plan 
 

Approved 9 May 2024 
 

Capital Programme/Highland Investment Plan 
 

5 year programme 
2024/25 – 2028/29 
Agreed 27 June 2024 

 

ii. Reserves 

Purpose: an assessment of the Council’s level of reserves, and relevant trend information and 
forecasts related to these.  The level of reserves, and plans and strategies for use, are a key part 
of Council resilience and sustainability. 
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Council’s Minimum General Fund non earmarked Reserves 
Target per Reserves Strategy 
 

3% of revenue budget 
Equivalent to circa £24.8m  

General (non-earmarked reserves) amount relative to target 31/3/2025 Closing Position 
per Audited Accounts 
£27.0m/3.4% 
 
Forecast 31/3/26 position as 
set out within March 2026 
MTFP is £24.780m (3%). 

Total level of usable reserves £157.5m 
Per 31/3/25 Audited 
Accounts 
Equivalent to 20% of 
Revenue Budget 
 

3-year movement in reserves (past three financial years – source Annual Accounts) 
 

Reserve Category 31/03/22 31/03/23 31/03/24 31/03/25 
3 Year Net 
Movement 

All Useable Reserves* 155.8 174.7 201.8 157.5 1.7 

General Fund Non-Earmarked Reserves 19.3 70.5 47.3 27.0 7.7 

General Fund Earmarked Reserves 99.5 61.3 110.8 93.7 -5.8 

Housing Revenue Account HRA Reserve 7.9 3.9 4.7 5.1 -2.8 

 
*in addition to the revenue reserves detailed in the table, all useable reserves includes capital fund, insurance 
fund and other useable reserves not reflected item by item in the table above.  Full details available within Council 
Annual Accounts for each year.   
  

 

iii. Closing the Budget Gap, Savings and Delivery 

Purpose: the level of forecast savings to be delivered, the nature of these, and the extent to 
which these close the forecast gap per the Medium-Term Financial Plan.  It is important to 
ensure the Council develops and delivers recurring means to balance its budget.  The risk of 
short-term or non-recurring measures is they do not address a budget gap, they simply defer 
addressing the budget gap. 
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Agreed/Planned Mitigations/Measures to address the Gap: 
 

 
 
 
 
 
 
 
 

* MTFP is based upon forecast budget gap not making use of reserves. 
 

Measures to address the Gap 2026/27 2027/28 2028/29 

Recurring Savings 18.563 12.024 7.989 

Non-Recurring Savings 0 0 0 

Use of Reserves * 0 0 0 

Forecast budget gap still to be closed 0 4.833 0.824 

Net Residual/Outstanding Budget Gap 
(based on proposals within this 5 March 2026 Council report) 
 

 
 
 
 
 
 

Residual Budget Gap 2026/27 2027/28 2028/29 

Gap still to be closed £’m 0 4.833 0.824 

Gap as a % of net revenue budget 0% 0.6% 0.1% 

Ratio of Mitigations/Measures which are recurring/non-recurring 
 

 
 
 
 
 
 
 

Ratio of Mitigations recurring/non-recurring 2026/27 2027/28 2028/29 

Recurring Savings 100% 100% 100% 

Non-Recurring Savings 0% 0% 0% 

Use of Reserves 0% 0% 0% 

 

iv. Budget Out-turn 

Purpose: trend information in relation to performance against budget.  Delivering within budget 
and avoiding unplanned over-spending are key considerations in relation to financial resilience 
and sustainability. 

General Fund Revenue out-turn £ over/under budget, and as a % of Budgeted Expenditure 
(past 3 years) 
 
 
 
 
 
 
 

General Fund Revenue Outturn 2022/23 2023/24 2024/25 2025/26 
Forecast 

£'m over/(under) budget (36.7) (1.1) 3.4 12.5 

% over/(under) budget -5.3% -0.1% 0.4% 1.5% 
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v. Capital Investment and Borrowing 

Purpose: core indicators relating to capital investment and the level of Council borrowing (debt) 
for capital purposes, and costs of repaying that borrowing. 

Further information is set out within Prudential Indicators as reported to Council as part of the 
annual Treasury Management Strategy Statement and Investment Statement (TMSS/IS).  Data 
shown is based upon the 2025/26 TMSS/IS with the 2026/27 Strategy due to be considered by 
Council 26 March. 

Total External Borrowing 
 
(capital borrowing excl PPP/PFI and other liabilities) 

2024/25 Actual  
£1.294 Bn 
 
2025/26 Forecast 
£1.430 Bn 
 

Total Capital Financing Requirement (CFR) 2024/25 Actual  
£1.406 Bn 
 
2025/26 Forecast 
£1.517 Bn 
 

Amount over/under CFR 
(this represents the extent to which Council borrowing is more or less than the level 
of capital to be financed.  An under position reflects the extent to which internal 
cashflows are being used, rather than borrowing.) 

2024/25 Actual  
£0.112 Bn Under 
 
2025/26 Forecast 
£0.087 Bn Under 
 

Ratio of financing costs to net revenue funding: 
        Excluding PPP/PFI costs and IFRS costs (Local HIP Indicator with 
        a 10% cap) 

2024/25 Actual 
8.0% 
 
2025/26 Forecast 
8.4% 
 

 

vi. Effective Monitoring and Reporting 

Purpose: plans, strategies and indicators, while important, need be under-pinned by effective 
arrangements for monitoring and reporting. 

Budget Monitoring Reports (revenue and capital) Budget holders have 
access to financial 
insights in real time 
including Budgets, 
Actuals & 
transactional 
information (including 
payroll) through a 
combination of 
Dashboards & Enquiry 
Screens.  
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Quarterly reports are 
produced and 
presented to Strategic 
Committees 

Budget Savings Delivery Monitoring Savings Delivery is 
monitored and 
reported through the 
Council’s Operational 
Delivery Plan, with 
regular reports to 
Strategic Committees. 
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1. Financial Strategy 

1.1. Purpose 

The purpose of this strategy is to establish clear expectations, responsibilities & 

governance for Senior Leadership to ensure effective financial management, 

accountability and alignment with organisational objectives.  

1.2. Scope 

This strategy applies to Chief Officers and other members of the Extended Core 

Management Team as appropriate. It supports strong financial stewardship, informed 

decision making and compliance with internal policies and external regulations. 

1.3. Strategic Objectives 

• Promote a culture of ownership and financial accountability 

• Ensure organisational funds are used efficiently, appropriately and in line with 

strategic priorities in support of the Operational Delivery Plan. 

• Strengthen financial forecasting and reduce the risk of overspend. 

• Improve transparency and consistency in financial management practices. 

• Enable proactive identification and management of financial risks. 
 

1.4. Roles & Responsibilities 

Senior Leaders will: 

• Support the Section 95 Officer in maintaining the proper administration of the 

Council’s affairs.  

• Contribute to the preparation of robust, achievable budgets via the Medium-Term 

Financial Plan, ensuring alignment with operational requirements and the priorities 

set out in the Operational Delivery Plan. 

• Strive to secure Best Value by way of economic, efficient and effective use of 

resources. 

• Strengthen accountability among cluster budget holders by establishing clear 

expectations and governance. 

• Monitor Financial Performance regularly including reviewing actuals, commitments 

and forecasts. 

• Investigate variances and implement corrective actions where required. 

• Approve expenditure in line with delegated budget limits and procurement 

procedures.  

• Escalate emerging pressures, risks or significant variances in a timely manner. 

• Engage with Finance to support accurate forecasting and financial reporting.  
 

The Corporate Finance Team will: 

• Provide timely, accurate financial information and reporting tools including a 

suite of Financial Insights Dashboards. 

• Offer guidance and challenge where appropriate to support sound financial 

management.  

• Support budget managers with forecasting, profiling and variance analysis. 

• Ensure compliance with financial regulations 
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1.5. Governance & Oversight 

Financial performance will be monitored regularly through the Strategic Committees, 

Corporate Resources Committee, and the Budget Review Group. All material variances 

must be fully explained and supported by documented recovery plans where required. 

1.6. Monitoring & Reporting 

The quarterly monitoring cycle will include: 

• Year to Date Expenditure & Income position 

• Forecast Year End Outturn 

• Commentary on material Variances 

• Mitigating actions taken or proposed 

• Commentary on Savings Delivery 

This approach enables early intervention and supports financial resilience. 

1.7. Capability & Support 

Appropriate training, guidance materials and access to financial systems will be provided 

to ensure responsible officers have the skills and tools required to fulfil their 

responsibilities.  

These materials are signposted in the Reference Documents section of this paper.  

1.8. Continuous Improvement  

This strategy will be reviewed periodically to reflect organisational changes, regulatory 

requirements and best practice in financial management.  

1.9. Accountability Statement  

Senior leaders are entrusted with public funds and are expected to exercise professional 

judgment due diligence and responsible stewardship in every financial decision in 

accordance with the Financial Regulations.  
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2. Budget Information  

2.1. Prior-Year Financial Pressures: Budget Responses & Ongoing 

Service Management 

 

This section provides an overview of the key financial pressure areas from the previous year, 

outlines the actions incorporated within the MTFP 26/27 to 28/29 to address these pressures, 

and sets out the service-level measures in place to manage any remaining risks throughout 

the year. 

Pressure 

Area 

Prior Year 

Variance 
(£’000) 

Budget 

Mitigation 
March 2026 

(£’000)  

Residual Pressure to 

be Managed via 
Service Intervention 

(£’000) 

Responsible 

Officer 

     

     

     

     

     

     

     

     

     

     

     

 

This section will include Chief Officer narrative to reflect intended Service Intervention for 

each pressure area. 
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2.2. Revenue Budget as at Q1 26/27 Including Budgeted FTE 

The table below reflects the Opening Budget for the 26/27 Financial Year with the associated 

FTE where applicable.  

Budget Heading 

 (per Revenue Monitoring 
Report) 

Budgeted 

£’000 

Budgeted  

FTE  

Responsible Officer 

 

    

    

    

    

    

    

    

    

    

Total    
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3. Savings Delivery 

3.1. Approved Savings per Medium Term Financial Plan 

The table below sets out the approved savings per the March 2026 Budget.  

Savings Measure Savings Value £’000 Responsible 

Officer 
 

   

   

   

   

   

   

   

   

   

   

Total   

 

3.2. Progress towards Savings Delivery 

 

Progress towards savings delivery will be monitored throughout the year, with each service 

providing a quarterly update detailing the actions underway, the mitigations being applied, 

and the current RAG status for each savings measure. This section will summarise those 

updates, highlighting areas of achievement, emerging risks to delivery, and any further 

interventions required to ensure savings remain on track.  

Savings Measure:  

RAG Status: 

PRMS Updated: XX/XX/XX 

Responsible Officer:  

Actions:  
 

 
 

 
 
 

Risks/Mitigations: 
 

 
 

 
 
 

Recovery Plan (if applicable):  
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4. Tracking Investment 

4.1. Summary of Investments 

The table below reflects the Investments made as part of the Medium-Term Financial Plan. 

Investment Investment 

 Value £’000 

Responsible Officer 

 

   

   

   

   

   

Total   

 

4.2. Investment Plans/Actions  

This section of the plan will be used by Chief Officers to set out progress and actions toward 

delivering the investments approved through the Medium-Term Financial Plan (MTFP). It will 

provide an update on how agreed investment proposals are being implemented, highlight any 

risks or delays, and outline the management actions in place to ensure delivery remains on track 

and aligned to strategic priorities. 

 

Investment Proposal:  

PRMS Updated: XX/XX/XX 

Responsible Officer: 

Actions:  

 
 

 
 
 

 

Risks/Mitigations: 
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5. Value for Money  

 

5.1. 5.1 Defining Value for Money  

 

Best Value (BV) in Scottish local authorities is a statutory duty under the Local Government in Scotland Act 

2003 to ensure continuous improvement in performance, balancing quality, cost, and sustainability. It 

mandates that councils deliver effective services through, efficiency, equality, and community collaboration.  

 

5.2 Delivering Best Value within Highland  

 

Chief Officers will provide narrative demonstrating how Best Value is being delivered within 

the Highland context, drawing on key returns relevant to their areas of service delivery. 

Examples of data sources to assist in analysing Value for Money include; 

• Annual Accounts  

• Local Government Benchmarking Framework  

• Local Financial Returns (LFR’s) 
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6. Reference Documents  

6.1. Medium Term Financial Plan per March 2026 Council 

 

6.2. CIA Finance System  

6.2.1. CIA Resources Site   

6.2.2. CIA Finance System CIA Sign-in Page 

 

6.3. Financial Regulations 

 

6.4. Procurement Guidance 

6.4.1. Procurement Information & Guidance 

6.4.2. Contract Standing Orders  

 

6.5. Local Government Benchmarking Framework 

 

6.6. Traineasy 
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Annex 9b 

 
Officer Budget Review Group Terms of Reference 

 
 

1. Purpose 

The Officer Budget Review Group (BRG) will be responsible for overseeing financial 
control and financial management activities including, but not limited to, budget 
monitoring, recovery plan and financial strategy activities across the Council’s revenue 
budgets.  The BRG will also consider other strategic financial or Value For Money 
(VFM) activities which support or enhance the Council’s financial management and 
financial sustainability.  Given a separate Capital Programme Board is in place, with 
regard to capital the BRG may nonetheless give consideration to capital related 
matters where these align with or become necessary as part of the overall remit of the 
BRG. 
 
2. Scope 

The BRG will receive, scrutinise and keep under review the following: 

a) Medium and long-term financial strategy, this includes budget savings, income 

generation, budget pressures, growth & investment, internal recharges and 

capital multiplier, and Council reserves; 

b) Oversight of Delivery Plan progress and interdependencies  ; 

c) Current budget monitoring forecasts and reports; 

d) Review of new/additional funding streams from Scottish Government, and 

determining recommendations on use and allocation; 

e) Review of Value for Money (VFM) information, business intelligence (including 

Local Financial Returns) that influences and impacts financial outcomes, which 

could include but not be limited to data and business intelligence related to 

staffing numbers and costs, goods/services/procurement, income etc; 

f) Consider quarterly performance reports from the Shared Procurement Service;  

g) Monitor financial impact of Community Wealth Building, Developer 

Contributions and Social Value from Renewables; 

h) Set the process for annual budget planning;  

i) Such other information as will support financial management, financial control 

and financial sustainability.  

 

3. Membership  

Membership of the Group will comprise the following:  
 

• Chief Executive (Chair) 

• Assistant Chief Executive - People  

• Assistant Chief Executive – Place 

• Assistant Chief Executive – Corporate  

• Chief Officer - Corporate Finance 

• Strategic Lead – Corporate Finance (Corporate Cluster) 

• Strategic Lead – Corporate Finance (People Cluster) 

• Strategic Lead – Corporate Finance (Place Cluster) 
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• Chief Officer – HR and Communications 
 
Such other Chief Officers and other Officers as required to support specific items of 
business will attend as required.  
 
4. Meeting Arrangements 

a) The Budget Review Group will meet as a minimum monthly, or more regularly 

where required.  

b) The minutes of the BRG will be circulated to Corporate Management Team for 

information.  
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