
 

                                                                                                          
AGENDA ITEM NO. 2                                       

    
 Report To: The Inverclyde Council

   
Date:   9th February 2012  

 Report By: Chief Financial Officer             Report No:  FIN/11/12/AP/LM  
   
 Contact Officer: Alan Puckrin    Contact No:   01475 712223  
   
 Subject:        2012/13 Revenue Budget, 2011/15 Capital Programme and       

                               2012/13 Common Good Budget.          
 

 
1.0 

 
PURPOSE 

 

   
1.1 The purpose of this report is to ask the Council to agree the 2012/13 Revenue Budget, 

2011/15 Capital Programme and 2012/13 Common Good Budget and thereafter to agree 
the level of Band D Council Tax for the financial year 2012/13 

 

   
2.0 SUMMARY  

   
2.1 

 
 
 
 

2.2 
 

The Council agreed a two year Revenue Budget covering the period 2011/13 on 10th 
February 2011. The Revenue Budget for 2012/13 has been adjusted to reflect confirmed 
Government Grant Contributions, updated Service Budgets and updated Saving 
Workstreams Targets. 
 
Engagement with political groupings has taken place and an all Members Briefing on the 
budget took place on the 19th December 2011. 
 

 

2.3 The Policy & Resources Committee received a detailed update in respect of the budget at 
its meeting of the 7th February 2012 and that report is attached as appendix 1.  There are 
however a number of decisions now required by the Council and these are detailed in the 
recommendations below. 

 

   
2.4 Subject to the Council agreeing to the budget today it would be intended that Council Tax 

bills for the period 2012/13 would be issued prior to the end of March 2012. 
 

   
3.0 RECOMMENDATIONS  

   
3.1 It is recommended the Council agree to accept the conditions set out in the letter from the 

Cabinet Minister of Finance, Employment and Sustainable Growth dated 8th December 
2011 (Appendix 2 of the 7th February Policy & Resources Committee Budget report), and 
agree that the Council Leader respond by the deadline of the 11th March 2012.  

 

   
3.2 It is recommended that the Council confirm the 2012/13 General Fund Revenue Budget 

detailed in Appendix 3 of the Policy & Resources Committee Budget report dated the 7th 
February 2012. 

 

   
3.3 It is recommended that the Council agree the 2011/15 Capital Programme.  

   
3.4 It is recommended that the Council agree the use of any unallocated General Fund 

Reserves as at 31st March 2013. 
 

 

3.5 
 
 

3.6 

It is recommended that the Council agree the 2012/13 Common Good Fund Budget as set 
out in Appendix 9 of the Policy & Resources report. 
 
It is recommended that the Council agrees the formal resolution in respect of the Council 
Tax level for 2012/13. 

 

 
  Alan Puckrin 
  Chief Financial Officer 



 

                                              APPENDIX 1 
                                                                                                         AGENDA ITEM NO.  2                           

    
 Report To: Policy & Resources Committee

   
Date:   7th February 2012  

 Report By: Chief Financial Officer             Report No:  FIN/02/12/AP/LM  
   
 Contact Officer: Alan Puckrin    Contact No:   01475 712223  
   
 Subject: 2012/13 Revenue Budget, 2011/15 Capital Programme and  

2012/13 Common Good Budget 
 

 

   
   

1.0 PURPOSE  
   

1.1 The purpose of this report is to provide Committee with the latest position in respect of the 
previously agreed 2012/13 Revenue Budget, 2011/15 Capital Programme and 2012/13 
Common Good Budget in advance of the Special Council on the 9th February 2012. 

 

   
   

2.0 SUMMARY  
   

2.1 
 

 

The Council approved a balanced 2011/13 Revenue Budget on 10 February 2011.  At the 
same time the Council approved a Capital Programme covering the period 2011/14 and a 
Common Good Budget covering the period 2011/13. 

 

   
2.2 

 
 
 

2.3 
 
 
 

2.4 
 
 
 
 
 

2.5 
 
 

2.6 
 
 
 

2.7 
 
 
 
 

2.8 
 
 
 

2.9 

The Scottish Government announced a three year “Flat Cash” settlement for Local 
Authorities in December 2011 however Inverclyde Council is due to receive a year on year 
reduction in Revenue Grant for each of the next three financial years. 
 
With a reduction in Government support and a Council Tax freeze in place then the 
Council faces having to meet increased demands for Services with reducing funding for 
the foreseeable future. 
 
The Government requires written confirmation that the Council accepts a number of 
conditions before it will formally confirm the level of Grant for 2012/13.  Failure to accept 
these conditions would see the Council Grant being reduced by a further 4-5%.  A 
decision on this matter requires to be taken at the Special Council Meeting on 9th 
February 2012. 
 
The 2012/13 Revenue Budget shows a surplus of £4.053 million.  It is recommended that 
this surplus be retained to offset future years’ projected budget shortfalls. 
 
Based on the latest information the 2012/15 Revenue Funding Gap is £15.6 million which 
is a reduction of £4.1 million from the position reported in the last Financial Strategy 
update. 
 
The Capital Programme has been updated to reflect the confirmed Government Grant 
levels and shows a shortfall in resources of £6.125 million.  It is recommended by the 
Corporate Management Team that £4.0 million of the unallocated General Fund Reserve 
be used to close the funding shortfall to just over £2 million. 
 
Latest projections show that the unallocated General Fund Reserves total £8.8 million (as 
at 31st March 2013).  The use of the unallocated General Fund Reserves will be 
considered by the Special Council Meeting on 9th February 2012. 
 
The Common Good budget for 2012/13 shows a small contingency of £20,000 which it is 
proposed remain unallocated at this time. 

 



   
   
   

3.0 RECOMMENDATIONS  
   

3.1 It is recommended that the Committee note the updated position in respect of the 2012/13 
Revenue Budget, 2011/15 Capital Programme and 2012/13 Common Good Budget. 

 

   
3.2 It is recommended that the Committee note that specific decisions in respect of the budget 

will be considered at the Special Council Meeting on the 9th February 2012. 
 

   
   
   
   
   

 
 
 
  Alan Puckrin 
  Chief Financial Officer



 
   

4.0 BACKGROUND  
   

4.1 The Council approved a balanced 2011/13 Revenue Budget on 10 February 2011.  At 
the same time the Council approved a Capital Programme covering the period 2011/14 
and a Common Good Budget covering the period 2011/13. 

 

   
4.2 It was noted at the time that the Government Revenue Grant figures for the period 

2012/13 and Capital Grant figures for the period 2012/14 were not confirmed and as 
such this aspect of the budget would change and was expected to be clarified by 
December 2011. 

 

   
4.3 There is a statutory requirement for the Council to confirm the level of Council Tax prior 

to each financial year.  It is intended that this will be done at a Special Council meeting 
on the 9th February 2012. 
 
 

 

5.0 THE FINANCIAL SETTLEMENT 
 

 

5.1 The Government announced 3 year Revenue and Capital Grant figures covering the 
period 2012/13 to 2014/15 in December 2011. 
 

 

5.2 Whilst the Scottish Government announced that the settlement for Local Government 
will provide a “Flat Cash” settlement it should be noted that Inverclyde Council is due to 
receive a cash reduction for each of the next 3 financial years.  This reduction is largely 
due to the updating of indicators which distribute grant and which are predominantly 
related to demographics.  In addition the Government has chosen to fund the Council 
Tax freeze by removing grant from areas where Inverclyde Council received a higher 
share of the national grant.  This latter action reduces the Council’s share of overall 
grant by approximately £400,000 in 2012/13 increasing on a compound basis to £1.2 
million by 2014/15. 
 

 

5.3 It should be noted that the Council’s Revenue reduction would have been even greater 
had the “Floor” arrangement not been in place.  The Floor arrangement ensures every 
Council is guaranteed a minimum level of grant.  In practical terms this means that for 
the next 3 years Inverclyde Council is receiving a small amount of funding from other 
Local Authorities to minimise the grant reduction impact. 
 

 

5.4 
 
 
 
 
 

5.5 
 
 
 

5.6 
 
 
 
 
 

5.7 
 
 
 
 

Even had the Council received a Flat Cash Settlement from the Government the 
pressure on Council budgets as a result of global inflationary pressures and specific 
sectoral pressures in Social Care and Environmental Services makes the balancing of 
the overall Revenue Budget extremely challenging.  By receiving a cash grant reduction 
then this further increases the challenges faced by the Council in future years. 
 
Appendix 1 shows the Revenue Grant movement over the period 2011/12 to 2014/15.  It 
can be seen that over the period there is a cash reduction of approximately £2.6 million 
or 1.5%. 
 
In addition, it is a condition of the Council receiving this grant settlement that it accepts 
various conditions as outlined in the letter from the Cabinet Secretary for Finance, 
Employment and Sustainable Growth in Appendix 2.  Were the Council not to agree to 
these conditions then the Government has indicated that it would reduce the Council’s 
2012/13 Grant allocation by approximately £9 million. 
 
The Council Leader had to send an initial response to the Government accepting these 
conditions by 20 December 2011 however a formal decision on whether to accept these 
conditions will require to be taken by the Council on the 9th February 2012.  Once this 
decision is taken a final response has to be sent to the Government no later than 11th 
March 2012. 
 

 



6.0 2012/13 REVENUE BUDGET 
 

 

6.1 Appendix 3 shows the latest position of the previously approved 2012/13 Revenue 
Budget.  Committee will note that there is a significant surplus of £4.053 million in 
2012/13.   
 

 

6.2 This positive position has arisen from 3 main factors as follows: 
 

a) Loans Charge Savings – The Budget for loans charges has been reduced by 
£1.5 million (net) in line with the 2011/12 projection.  The main reasons for this 
have been the improved investment returns achieved by the Council, improved 
cashflow, capital slippage, continued low interest rates making any borrowing 
cheaper than previously budgeted and the impact of the removal of supported 
borrowing by the Government and replacing this with Capital Grant. 

 
b) Earlier delivery and increases in Workstream Savings – A separate report on the 

agenda shows the latest position in respect of workstream savings and 
compares this with the position when the 2011/13 Revenue Budget was 
approved in February 2011.  It can be seen that there is a £1.54 million increase 
in savings achieved from that approved in February 2011. 

 
c) Grant Income -The approved Financial Strategy took a prudent approach in 

terms of the amount of Government Grant the Council was expecting to receive 
in 2012/15.  For 2012/13 the actual grant awarded is approximately £1.46 million 
more than built into the Financial Strategy. 

 

 

6.3 
 
 
 
 
 
 
 

7.0 

Whilst the surplus on the 2012/13 Revenue Budget is welcome and confirms that no 
further savings are required in order to balance the 2012/13 Revenue Budget, 
Committee is asked to note that this surplus equates to less than 50% of the anticipated 
Revenue Funding Gap in 2013/14.  As such it is important that this surplus is retained to 
offset future pressures which will have to be addressed as part of the 2013/15 Revenue 
Budget. 
 
 
MEDIUM TERM REVENUE POSITION 
 

 

7.1 Now that the grant settlement figures for the Council have largely been confirmed for the 
period 2012/15 it is appropriate that the Medium Term Revenue Budget which forms 
part of  the Financial Strategy is updated and reported to Committee.  Appendix 4 shows 
the latest position on the basis of the latest government grant figures and the 2012/13 
Budget figures.  From this Committee will note that the anticipated funding gap over the 
period 2012/15 has reduced from £19.7 million to £15.6 million. 
 

 

7.2 On the basis that the Council achieves the Workstream Savings of £4.2 million over the 
next 2 financial years then this leaves an estimated funding gap of £11.4 million which 
will require to be addressed as part of the 2013/15 Budget.  This will require budget   

 

 reductions of approximately 5% over the period 2013/15 and result in some difficult 
decisions in terms of Service prioritisation to be taken by the new Council after May’s 
election. 
 
 

 

8.0 2012/15 CAPITAL PROGRAMME 
 

 

8.1 The current Capital Programme covers the period 2011/14 and had a funding shortfall of 
approximately £1.6 million at the November Policy & Resources Committee.  This is 
within acceptable parameters. 
 

 

8.2 Given that the Government has now announced firm Capital Grant figures covering the 
period 2012/13 to 2014/15 it is recommended that the Council agrees to extend the 
current Capital Programme to encompass the financial year 2014/15. 
 

 



8.3 Following the Finance Settlement it is apparent that the cuts to Inverclyde Council 
Capital Funding are greater than factored into the existing Capital Programme.  This is 
due to 2 specific factors namely  
 

a) The Government rephasing £220 million of Capital Grant from 2012/14 to 
2014/16. 

 
b) The Scottish Government removing Flooding Capital Grant from individual Local 

Authority Settlements. 
 

 

8.4 Appendix 5 shows the position of the 2011/15 Capital Programme following inclusion of 
the Government’s announced grant figures and rolling forward the General Capital 
allocations for Property, ICT, Roads, School Estates, Scheme of Assistance and Police 
Grant for a further year.  In addition a sum of £1 million has been added in respect of the 
Watt Museum refurbishment programme. 
 

 

8.5 It can be seen from Appendix 5 that there is a projected current shortfall in resources of 
£6.125 million.  The advice of the Chief Financial Officer and supported by the 
Corporate Management Team is that such a shortfall in resources is too large and it 
would be prudent to reduce this shortfall to nearer £2 million. 
 

 

8.6 This shortfall in resources could be reduced by reducing spend on projects or increasing 
resources allocated to the Capital Programme from reserves.  As part of the overall 
consideration of the use of the General Fund Reserves it is recommended by the 
Corporate Management Team that £4 million be added to the Capital Programme 
resources from the General Fund Reserves for the period 2012/15. 
 

 

8.7 Whilst this action will largely address the shortfall in Capital Programme resources for 
the period 2012/15 it is clear that the Council will need to seriously consider how it 
balances Capital Programme expenditure against resources after this period.  Appendix 
6 clearly shows that the current recurring programme spend is well in excess of future 
projected resources and the Financial Strategy has over the last number of years 
stressed the need for spend to match resources in the medium to longer term.  This 
matter will require to be addressed as part of the Budget in February 2013. 
 

 

9.0 GENERAL FUND RESERVES 
 

 

9.1 Appendix 7 shows the latest position in respect of the General Fund Reserves taking 
into account the 2011/12 Period 8 projection reported elsewhere on the agenda. 
 

 

9.2 From the appendix and after setting aside £4.2 million as the recommended level of 
unallocated General Fund Reserve in line with the recommendation of the Chief 
Financial Officer, then it can be seen that the Council could elect to spend £8.8 million 
on one off items. 
 

 

9.3 In deciding how to utilise the free reserves Members are asked to avoid projects which 
will result in ongoing revenue expenditure.  This advice is given in order to avoid 
increasing the already significant financial pressures which the Council faces from 
2013/14 onwards. 
 

 

9.4 The Corporate Management Team have considered possible usages of the Unallocated 
Reserves and would recommend that Members set aside £4.3 million for the issues 
identified in Appendix 8.  If Members were to agree to this then this would leave 
approximately £4.5 million for utilisation on Policy priorities.   
 

 

9.5 Final decisions on the allocation of the General Fund Unallocated Reserves will be 
taken at the Special Council Meeting on 9 February 2012. 
 
 
 
 

 



10.0 COMMON GOOD BUDGET 2012/13 
 

 

10.1 Appendix 9 shows the adjusted Common Good Budget 2012/13 after taking into 
account the latest projections for 2011/12.  From this it can be seen that the Common 
Good Budget for 2012/13 has a small contingency of £20,000.  It is recommended that 
this be retained meantime. 
 

 

10.2 
 
 
 
 
 

11.0 
 

11.1 
 
 
 
 

11.2 
 
 

11.3 
 
 

11.4 

The projected fund balance as at 31 March 2013 is £123,640 and it is recommended 
that the balance be maintained at at least this level given the current economic climate 
and the reliance which the Common Good Budget has on shop rental income from Port 
Glasgow Town Centre plus the short term nature of one of its rental streams. 
 
 
IMPLICATIONS 
 
The Financial Implications are outlined in the body of the report and the associated 
appendices.  The approval of 2 year budgets and a rolling 3 year Capital Programme 
helps the Council with its medium term financial planning and allows projects and 
savings to be delivered in a managed fashion. 
 
HR Implications – There are no new decisions required as part of this budget which will 
have direct implications for either employee numbers, terms and conditions or pay. 
 
Legal Implications – There are no direct legal implications arising as a result of this 
report. 
 
Equalities – The Council carried out a full equality impact assessment when approving  
the 2011/13 Revenue Budget therefore no further equality impact assessment is 
required as a result of this report. 
 
 

 

12.0 CONCLUSIONS 
 

 

12.1 
 
 
 
 

12.2 

The Council’s 2012/13 Revenue Budget is showing a surplus of £4.053 million which 
represents just under 2% of turnover.  This encouraging position gives the Council a 
head start in addressing the significant financial pressures which it will face over the 
next 2 year budget covering the period 2013/15. 
 
The Strategy of setting 2 year budgets has proven extremely successful in terms of both 
financial and workforce planning.   
 

 

12.3 The Council’s Capital Programme is under increasing pressure and it is recommended 
that the 2011/15 Capital Programme be supplemented by significant contribution from 
the General Fund Reserves.  The longer term sustainability of the overall Capital 
Programme will require to be addressed as part of the next budget round. 
 

 

12.4 The Common Good Budget has a small contingency which it is recommended be 
retained. 
 
 

 

13.0 CONSULTATIONS 
 

 

13.1 The report has been produced in full consultation with the Corporate Management Team 
who have endorsed its contents. 
 

 

13.2 Throughout the budget process the Trades Unions have been fully involved in the 
development of the budget via the Joint Budget Group.  The Trade Unions have no 
issues with any of the proposals contained in this report. 
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