ARGYLL AND BUTE COUNCIL COUNCIL

FINANCIAL SERVICES 24 JUNE 2026

2026/27 MILEAGE REIMBURSEMENT RATES
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EXECUTIVE SUMMARY

This report seeks approval from Council to increase the mileage reimbursement rates
paid to Council Members and casual car users’ rate from 45p to 55p per mile for the
first 10,000 business miles reimbursed annually, in line with the revised HMRC
Approved Mileage Allowance Payment rate announced on 21 May 2026 and
backdated nationally to 6 April 2026.

The change would provide fairer reimbursement for members and staff who use
personal vehicles for work across Argyll and Bute’s large rural and island geography,
support lower-paid frontline employees, and help mitigate recruitment, retention and
reputational risks.

Argyll and Bute is Scotland’s second largest council area and has the highest number
of inhabited islands. As part of working sustainably as well as cost efficiently, the
council takes advantage of opportunities through technology to reduce the need to
travel, for example through on-line meetings; and provides pool cars for shared use
by services. However, given the size of the area the council serves, and the range of
services we deliver there are circumstances where individuals have to travel and use
their own vehicles in order to deliver the support communities need.

The estimated additional annual cost is £120k, comprising of £79k for Council
services and £41k for Social Work.
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INTRODUCTION

This report seeks approval from Council to increase the mileage reimbursement rates
paid to Council Members and casual car users’ rate from 45p to 55p per mile, in line
with the revised HMRC Approved Mileage Allowance Payment rate announced on 21
May 2026 and backdated nationally to 6 April 2026.

RECOMMENDATIONS
It is recommended that Council:

a) Approve the increase in the mileage reimbursement rate for Council Members and
casual car users from 45p per mile to 55p per mile from 6 April 2026 in line with
the revised HMRC Approved Mileage Allowance Payment announced on 21 May
2026.

b) Note that officers are engaging with the supplier of the Council’s HR and Payroll
System to assess the most timeous and practical approach to apply the new rate
for mileage claims already processed for the period from 6 April 2026 onwards.

DETAIL

On 21 May 2026, Chancellor Rachel Reeves announced the first HMRC Approved
Mileage Allowance Payment (AMAP) increase in 15 years as part of a range of
interventions intended to alleviate financial pressures on families and workers caused
by the effect on prices of the ongoing Iran conflict. For cars and vans, the rate will rise
from 45p to 55p per mile for the first 10,000 business miles, backdated to 6 April
2026.

The Council's current casual mileage rate matches the previous HMRC allowance of
45p per mile.

Fuel costs in Argyll and Bute

This is particularly significant for Argyll and Bute. Rising oil prices linked to the Iran
conflict have increased fuel costs since late February 2026. With services delivered
across nearly 7,000 km? and 23 inhabited islands, staff must travel widely, widening
the gap between reimbursement and actual costs. While staff are encouraged to use
online technology, pool cars and car share where possible, there remains a
requirement to use their own personal cars and reclaim the associated costs.

Benefits for Elected Members and Casual Users

Increasing the Council's reimbursement rate to 55p per mile would:
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¢ Reduce the gap between reimbursement and actual running costs for those using
their own vehicles for work. Note that 38% of the mileage allowance is assumed
to relate to fuel costs with the remaining 62% meeting other vehicle ownership
and running costs.

e Provide an extra 10p per mile, worth up to £1,000 a year tax-free for someone
driving 10,000 business miles.

e Support lower-paid frontline staff who rely on their own vehicles in rural areas.

e Show the Council's commitment to staff wellbeing, fairness, recruitment and
retention.

¢ Remove the need for staff to claim mileage allowance relief individually through
HMRC self-assessment.

e The Council can increase payments to staff whilst keeping payments tax-free and
avoid any National Insurance liability for the Council by matching the HMRC rate.

Financial Impact

The estimated additional annual cost of adopting the 55p rate for the first 10,000
business miles, based on 2025/26 casual mileage reimbursement costs, would be
£0.120m, £0.079m related to Council departments and £0.041m to Social Work.

IMPLEMENTATION

Council officers are engaging with the supplier of the Council’s iTrent HR and Payroll
System to determine the most appropriate mechanism for implementing the new
mileage rate, should it be agreed by Council. This work includes assessing the most
timeous, practical and seamless solution to adjust year-to-date payments for mileage
already claimed and reimbursed for the period from 6 April 2026 to date.

This report has been circulated to Trade Union representatives and no concerns have
been raised.



6. CONCLUSION

6.1 In response to higher fuel costs arising from the ongoing conflict in Iran, HM Treasury
has increased the Approved Mileage Allowance Payment rate for business travel from
45p to 55p per mile for the first 10,000 miles, effective from 6 April 2026.

6.2 This report acknowledges the impact on Council Members and staff travelling on
Council business across Argyll and Bute and seeks Council approval to increase
mileage reimbursement rates in line with the revised HMRC rates.

7. IMPLICATIONS

7.1 Policy: If Council approves the increased mileage reimbursement
rate, the Travel and Subsistence Policy will be updated
accordingly.

7.2 Financial: The additional annual cost of the mileage reimbursement
increase is estimated at £0.120m, of which £0.079m relates
to Council departments and £0.041m to Social Work.

7.3 Legal: None

7.4 HR: The increase benefits casual users.

7.5 Customer Service: None

7.6 Risk: None

7.7 Climate Change: None

7.8 Fairer Scotland Duty: None

7.9 Equalities protected None

characteristics: None
7.10 Consumer Duty: None
7.11 Islands Communities: None
712 Children’s Rights and None
Wellbeing:
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For further information contact Anne Blue, Head of Financial Services
anne.blue@argyll-bute.gov.uk



