
 

                                                                                                          
AGENDA ITEM NO.      2                                  

    
 Report To: The Inverclyde Council

   
Date:          10 February 2011  

 Report By: Chief Financial Officer             Report No:  FIN/14/11/AP/GJ  
   
 Contact Officer: Alan Puckrin    Contact No:   01475 712223  
   
 Subject: Revenue Budget 2011/13 and Capital Programme 2011/14 

 
 

   
   

1.0 PURPOSE  
   

1.1 The purpose of this report is to confirm the information provided to Members to date, to set 
out the decisions required by the Council in respect of the Budget and thereafter for the 
Council to agree the 2011/13 Revenue Budget, 2011/14 Capital Programme and the 
2011/13 Common Good Budget. 

 

   
   

2.0 SUMMARY  
   

2.1 The Council received notification of its Grant Settlement in December 2010.  This covered a 
one year period (2011/12).  In addition the Scottish Government attached conditions to the 
receipt of the announced level of Revenue Grant and advised that failure to comply with 
these conditions would result in Inverclyde Council’s Grant being reduced by a further 
£7.512 million.   

 

   
2.2 Using the information provided by the Scottish Government, Members have received 

various reports and briefings from the Chief Financial Officer and the Corporate 
Management Team which will enable Members to set a legal and balanced 2011/13 
Revenue Budget and 2011/14 Capital Programme. 

 

   
2.3 At the Policy & Resources Committee on 8 February it was confirmed to Members the 

decisions that would be required at the Special Council meeting on 10 February 2011.  The 
decisions required are as follows: 
 
(a) To agree a legally balanced 2011/13 Revenue Budget. 
 
(b) To agree the 2011/14 Capital Programme. 
 
(c) To agree the 2011/13 Common Good Budget. 
 
(d) To take decisions in respect of the General Fund Reserve. 

 

   
2.4 The Council took various decisions in respect of the 2011/13 Revenue Budget at its meeting 

in December 2010.  In addition Members were advised of a reassessed position in respect 
of the Council’s Saving Work Streams at an all Member briefing on 13 January 2011.  
Finally it was confirmed as part of the Policy & Resources report on 8 February 2011 that 
the final Joint Board Requisitions would be £390,000 lower than built into the Base Budget.  
The net effect of all these adjustments is shown in Appendix 2 which confirms a two year 
funding gap of £3.476 million remaining to be closed by decisions at today’s meeting. 

 

   
   
   
   
   
   



2.5 The Council’s Savings Work Stream targets and phasings were reassessed and reported at 
an all Member briefing on 13 January 2011.  Appendix 3 highlights those Work Streams 
where savings remain to be delivered over the 2011/13 period.  Future reports to the Policy 
& Resources Committee will provide detail on progress and advise of any amendments to 
either targets or phasings.  It was reported to the Policy & Resources Committee on 8 
February 2011 that some £15.38 million of the overall 2010/14 Work Stream Savings target 
has already been achieved.  Proposals to fill the £1.06 million Funding Gap in 2013/14 will 
be brought to Members during 2011/12. 

 

   
2.6 Appendix 4 shows the projected 2011/14 Capital Resources position and confirms that the 

Council requires to remove £2 million from the current Capital Programme in order to retain 
overall affordability.  Alternatively the Council may decide to increase the level of Prudential 
Borrowing or the use of Capital Finance from Current Revenue (CFCR).   

 

   
2.7 In addition 3 major Capital Projects have been referred to the budget process for a decision.  

These projects are as follows: 
 
(a) Rankin Park – Leisure Proposals. 
 
(b) Watt Complex Refurbishment. 
 
(c) New Depot Proposals. 

 

   
2.8 As reported to the Policy & Resources Committee on 8 February 2011 the Council is 

projected to end 2010/11 with Non Earmarked General Fund Reserves of £7.336 million 
which is £3.136 million more than the minimal level of Reserves of £4.2 million 
recommended by the Chief Financial Officer.  It is recommended by the Chief Financial 
Officer that Members should not use General Fund Reserves to balance the 2011/13 
Revenue Budget but should Members wish to utilise the surplus reserves then it should be 
utilised on one-off items or to supplement the overall Capital Programme.  Various uses of 
some of this surplus General Fund Reserve have already been either agreed by Committee 
or are recommended by the Corporate Management Team as shown in Appendix 5.   

 

   
2.9 The Council are recommended to set a two year Budget for the Common Good Fund.  It 

can be seen from Appendix 6 that currently expenditure is outstripping income in the 
Common Good Fund leading to a reduction in balance which if allowed to continue would 
lead to the exhausting of balances in a few years time.  It is therefore recommended that 
expenditure needs to be reduced by £20,000 per year.   

 

   
2.10 The Council needs to decide whether it wishes to accept the conditions set out by the 

Scottish Government when setting its 2011/13 Revenue Budget.  It so the Council is asked 
to note that the Council Leader will require to confirm this in a letter to the Scottish 
Government by 28 February 2011.   

 

   
2.11 Throughout the budget process the Corporate Management Team and Unions have 

engaged via the Joint Budget Group.  This has once again proven to be a useful forum for 
identification and resolution of many matters which understandably arise during the budget 
process.  Work has already commenced in progressing those savings agreed by the 
Council in December 2010 and will commence as soon as practical after this meeting in 
respect of any further savings agreed. 

 

   
   

3.0 RECOMMENDATIONS  
   

3.1 It is recommended that the Council agree the 2011/13 General Fund Revenue Budget.    
   

3.2 It is recommended that the Council agree the 2011/14 Capital Programme.  
   

3.3 It is recommended that the Council agree the 2011/13 Common Good Fund Budget.  
   

3.4 It is recommended that the Council agree the use of the General Fund Reserve.  



   
3.5 It is recommended that the Council consider and approve the recommended Work Streams 

and associated targets as recommended by the Corporate Management Team as shown in 
Appendix 3. 

 

   
3.6 It is recommended that the Council agree to sign up to the Scottish Government’s 

Conditions attached to the 2011/12 Grant Settlement and ask the Council Leader to advise 
the Scottish Government  of the Council’s agreement to these Conditions by the deadline of 
28 February 2011. 

 

   
3.7 That the Council note the Risk Register shown in Appendix 7.  

   
3.8 That the Council agrees the impact on Council Tax levels of the approved proposals in 

2011/12 and 2012/13 and notes that the formal resolution in respect of the Council Tax level 
2011/12 will be approved as part of this meeting. 

 

   
   
   
   
   
   

 
 
 
  Alan Puckrin 
  Chief Financial Officer



 
   

4.0 BACKGROUND  
   

4.1 The UK Government announced its comprehensive spending review for the period 
2011/15 in October 2010.  This was followed by the Scottish Government announcing a 
single year budget covering the period 2011/12 on 17 November 2010.   

 

   
4.2 Inverclyde Council received its Grant figures from the Scottish Government on 9 

December 2010 which showed on a like for like basis a cash reduction of 3.75% 
between 2010/11 and 2011/12.   

 

   
4.3 Attached to the Grant Settlement were various Conditions set by the Government which 

were reported to the Full Council meeting on 14 December 2010.  The failure by the 
Council to sign up to these Conditions would result in a further £7.512 million (4.2%) 
reduction in Grant. 

 

   
4.4 In late January the Scottish Government announced illustrative settlement figures for 

Local Government as a whole for the years 2012/13 to 2014/15.  This announcement 
has been reviewed by the Centre for Public Policy for Regions who have confirmed that 
there is too little in the figures for any meaningful conclusions to be drawn and as such it 
is recommended that the figures provided in the Council’s own Financial Strategy 
remain the best guide for future Grant Settlement levels. 

 

   
   

5.0 INFORMATION PROVIDED TO MEMBERS  
   

5.1 Throughout the budget process a significant amount of information has been provided to 
all Members via budget briefings (17 November 2010 and 13 January 2011), formal 
reports to Members (Full Council 14 December 2010, Policy & Resources Committee 8 
February 2011) and specific discussions with individual Political Groupings.  

 

   
   

6.0 DECISIONS NEEDED  
   

6.1 The Policy & Resources Committee on 8 February 2011 were advised of the main 
decisions required as part of the budget process.  These decisions are as follows: 
 
(a) 2011/13 Revenue Budget. 
 
(b) 2011/14 Capital Programme. 
 
(c) 2011/13 Common Good Budget. 
 
(d) The General Fund Revenue Reserves. 

 

   
6.2 In addition the Council needs to decide whether it wishes to accept the Scottish 

Government’s Conditions attached to the 2011/12 General Grant Settlement.  These 
Conditions were outlined in a letter which formed part of the 14 December 2010 Budget 
report and a copy of the Council Leader’s response to the Cabinet Secretary for Finance 
& Sustainable Growth is attached as Appendix 1.  The Council is asked to note that the 
response from the Cabinet Secretary sought in the letter has not, at the time of writing 
the report, been received.   

 

   
   

7.0 2011/13 REVENUE BUDGET  
   

7.1 Following confirmation of the 2011/12 Grant Settlement, all Members were advised that 
the 2011/13 Revenue Funding Gap was £13.429 million.   

 

   
   



7.2 Following decisions taken at 14 December 2010 Full Council meeting, confirmation of 
the Final Joint Board’s Requisitions, a review of the Saving Work Streams targets and 
phasings, the savings required reduced to £3.476 million. 

 

   
7.3 The calculation of this figure and a comparison of this against the available savings 

identified by the Corporate Management Team is shown in Appendix 2.   
 

   
   

8.0 SAVINGS WORK STREAMS  
   

8.1 An update in respect of the Savings Work Streams was presented to the Policy & 
Resources Committee on 8 February 2011.  This update advised that of the overall 
Savings Work Stream target of £22.8 million for the period 2010/14, £15.38 million will 
have been achieved and built into approved budgets following the agreement of the 
2011/13 Revenue Budget. 

 

   
8.2 The update also noted that there remains £3.448 million of Saving Work Streams to be 

achieved during the 2011/13 Budget period and these are shown in Appendix 3.  
Members are advised that regular updates on the progress in delivering these Savings 
Work Streams will be provided to the Policy & Resources Committee who will also be 
advised of any changes to either phasings or savings targets. 

 

   
8.3 As previously advised Members are also asked to note that following the reassessment 

of the Savings Work Streams targets there remains a shortfall of £1.06 million in the 
Savings Work Streams target for 2013/14.  The Corporate Management Team will bring 
proposals back to the Policy & Resources Committee during 2011/12 advising how this 
shortfall can be addressed.   

 

   
   

9.0 CAPITAL   
   

9.1 As part of the budget agreed in February 2010 a significant reduction in Capital support 
from the Scottish Government was built in leading to £5 million being removed from the 
Capital Programme.  Following the confirmation of the Council’s 2011/12 Capital Grant 
Settlement the Policy & Resources Committee were advised of the need to remove a 
further £2 million from the current Capital Programme.  The calculation of this is shown 
in Appendix 4. 

 

   
9.2 In addition to this the Council has already agreed to increase its level of contribution to 

the KNCCC Project by a further £150,000 and this requires to be added to the overall 
Capital reduction required. 

 

   
9.3 Several large Capital Projects were remitted to the Budget process for consideration 

and these were: 
 
(a) The Leisure proposals for the Rankin Park and associated sites. 
 
(b) The Refurbishment proposals in respect of the Watt Complex. 
 
(c) Proposals in respect of the Council’s new Depot. 
 
In developing their 2011/14 Capital Programme proposals Members are asked to take 
all these factors into account. 

 

   
   

10.0 GENERAL FUND RESERVES  
   

10.1 The Council’s agreed policy in respect of Reserves is to adhere to the advice of the 
Chief Financial Officer that 2% of the Council’s Revenue turnover should be set aside as 
a reserve for unforeseen emergencies/exceptional events. 

 

   



   
10.2 As at 31 December 2010 the Policy & Resources Committee were advised that the 

Council is projecting a surplus against this minimum level of reserves of £3.136 million.  
Therefore Members have the option of utilising this excess sum as part of the current 
budget process. 

 

   
10.3 The firm advice from the Chief Financial Officer is not to utilise any of this sum to 

balance the 2011/13 Revenue Budget but rather, if Members wish to utilise this sum 
then it should be allocated to one-off projects or to support the overall Capital 
Programme. 

 

   
10.4 Appendix 5 outlines the position in respect of the General Fund Reserve utilisation 

which includes decisions recently taken by the Policy & Resources Committee and a 
recommendation from the Corporate Management Team. 

 

   
   

11.0 2011/13 COMMON GOOD BUDGET  
   

11.1 It can be seen from Appendix 6 that the Common Good Budget is returning an annual 
deficit.  This is caused by a combination of the addition of the Comet Festival to the list 
of events supported by the Common Good Fund but also a downturn in shop income 
and interest on the Common Good Fund’s balances. 

 

   
11.2 It is the recommendation of the Chief Financial Officer that Members bring the Common 

Good Fund annual expenditure and income back into balance by removing £20,000 
worth of expenditure. 

 

   
   

12.0 CONSULTATION  
   

12.1 As has been the case for the last number of years the Corporate Management Team 
has engaged with the Unions via the Joint Budget Group throughout the budget 
process.  This forum has proven of great use in identifying at an early stage issues in 
respect of budget proposals and has led to modification of some of the original 
proposals developed by the Corporate Management Team.   

 

   
12.2 In addition discussions on the impacts of proposals contained in this report have been 

discussed with officers from Inverclyde Leisure and Riverside Inverclyde.   
 

   
12.3 The Council also consulted on its budget proposals via the “Closing the Gap” document.  

Finally various representations directly from members of the public were circulated to all 
Members. 

 

   
   

13.0 BUDGET RISKS  
   

13.1 The approval of an annual Budget of approximately £250 million and a Capital 
Programme in excess of £120 million is a significant decision for the Council and as 
such it is appropriate that a Risk Analysis is carried out.   

 

   
13.2 The Analysis is contained in Appendix 7 which identifies the main risks, the likelihood 

and impact of these risks and mitigating factors put forward by officers. 
 

   
   

14.0 EQUALITIES  
   

14.1 The Council is required to carry out an Equalities Impact Assessment of the Budget and 
this has been prepared by the Corporate Director of Education & Communities.   
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