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Report To:            

 
Inverclyde Council 

 
Date:          

 
16th February 2017 

 

      
 Report By:  Chief Financial Officer Report No:  FIN/10/17/AP/CM  
      
 Contact Officer: Alan Puckrin Contact No:  01475 712223  
    
 Subject: Inverclyde Council Budget – 2017/18  
   
   
   

1.0 PURPOSE  
   

1.1 The purpose of this report is to provide the necessary information to allow the Council  to 
approve a balanced 2017/18 Revenue Budget, a 2017/20 Capital Programme , approve the 
2017/18 Common Good Budget  and approve the Band D Council Tax for the Financial Year 
2017/18. 

 

   
   

2.0 SUMMARY  
   

2.1 The Policy & Resources Committee has received various reports on the Budget Strategy and 
the Budget Settlement throughout the last 12 months. In addition, the Council received updates 
on the Financial Strategy in June and December, 2016. All the reports have indicated the 
significant financial challenges the Council faces in the short and medium term.  

 

   
2.2 The draft Local Government Funding Settlement for 2017/18 was announced in December,2016 

with extra funding for the Council announced on 2nd February 2017.  The total sum announced 
is lower than had been reflected in the Financial Strategy. In addition the settlement had various 
conditions attached. The Council need to confirm at today’s meeting whether it intends to reject 
these conditions as part of the Budget setting process. The conditions are included in the letter 
from the Cabinet Secretary in Appendix 2. 

 

   
2.3 The draft Settlement also included £120 million extra funding for Schools and Inverclyde schools 

are due to receive £2.464million from this sum in 2017/18. Details on the use and administration 
of this funding are still being developed but it has been confirmed that the funding cannot 
substitute existing Council expenditure.  

 

   
2.4 The overall Scottish Budget included £107million given to Health for Integrated Joint Boards. 

The Government has advised that in light of this funding, Inverclyde Council can reduce the 
contribution to the IJB to a minimum of 2016/17 IJB payment less £1.410million. 
Recommendations in this regard are included in the report. This will require approval by the IJB 
in March. 

 

   
2.5 The latest position of the Revenue Budget shown in Appendix 3 is that there is a projected 

Budget deficit of £1.140 million in 2017/18 which increases to £10.560 million for the period 
2017/19.This is before any potential increase in Council Tax.  

 

   
2.6 The approved Budget Strategy for the February 2017 Budget meeting is to use Reserves to 

balance the 2017/18 budget and to meet approximately 33% of the 2017/19 Budget funding 
gap. This is in lieu of recurring savings, options which are being developed by officers for 
consideration by the new Council later in 2017. The advice of the Chief Financial Officer on this 
approach is contained in Section 13 of the report.  

 

   
2.7 On the basis of the figures in Appendix 3 then there is a projected £5.5 million from Free 

Reserves for the Council to utilise. The recommendations from the Members’ Budget Working 
Group are attached in Appendix 5. 

 



   
   

2.8 The Council’s Common Good Budget has been reviewed to put it on a more sustainable footing  
and it is proposed to move £21,600 of expenditure back into the General Fund Budget from 
2017/18. In this way the Common Good Fund will be able to begin to build up reserves to a 
more appropriate level.  

 

   
2.9 The draft 2017/20 Capital Programme is attached at Appendix 7 and reflects proposals from the 

Environment & Regeneration Committee for 3 areas of increased investment, (Roads Assets, 
Cemetery provision and Open Spaces) plus a proposal from the Members Budget Working 
Group to set aside match funding for an Indoor Sports Facility for tennis and other sports. The 3 
year programme proposed is realistic within the estimated resources available.  

 

   
2.10 Without doubt the Council is facing unprecedented financial challenges and based on the latest 

information from external commentators and using available internal projections, then the new 
Council will require to consider significant service reductions in many areas in addition to 
introducing new and increased charges to the public. A potential scenario for “unprotected” parts 
of the Council’s services is shown in Appendix 8. 

 

   
2.11 It had been agreed that a high level budget consultation take place between November and 

January via a survey monkey.  The purpose of the consultation being to inform the consideration 
of future years budgets.  A summary report on the findings is attached as Appendix 9.  

 

   
2.12 The Council requires to approve the level of Band D Council Tax for 2017/18. The current Band 

D Council Tax is £1198. Following the end of the 9 year Council Tax Freeze, the Government is 
allowing Councils to increase Council tax by up to 3% in 2017/18. A 3% increase would raise 
approximately £862,000 in 2017/18 and would apply to all Bands and be in addition to the 
“Multiplier” change increases for Bands E-H.  

 

  
 

 

3.0 RECOMMENDATIONS  
   

3.1 It is recommended that the  Council consider the recommendations from the Members’ Budget 
Working Group that:  
 

1. The Council does not reject the conditions as set out in the letter from the Cabinet 
Secretary for Finance and the Constitution dated 15th December, 2016. 
 

2. The Council approves that the payment from the Council to the IJB in 2017/18 be 
£47.380 million after taking into account the extra funding allocated to the IJB via the 
Health Budget. 

 
3. The Council approves the £59,000 reduction in the Inverclyde Leisure Management Fee 

due to IL withdrawing from the SLA with the Council’s HR service. 
 

4. The Council approves the 2017/19 Budget adjustments and allowances in Appendix 3 
and agree that the resulting deficit in 2017/18 will be funded from reserves in line with 
the approved Budget Strategy. 

 
5. The Council approves the use of Free Reserves as detailed in Appendix 5 and notes the 

advice from the Chief Financial Officer in Section 13 regarding the use of Reserves to 
fund the Revenue Budget deficit.  

 
6. The Council approves the 2017/18 Common Good Budget as set out in Appendix 6.  

 
7. The Council approves the 2017/20 Capital Programme as detailed in Appendix 7. 

 
8. The Council notes the potential significant reductions in Council services over the 

medium term.  
 
 

 



 
 
9. The Council supports the retention of current rates paid to apprentices per paragraph 

13.3 
 

10. The Council considers the feedback from the Budget Consultation outlined in Appendix 9 
and notes that this information will be used to inform the development of future budget 
savings. 
 

11. The Council agrees that the level of Band D Council Tax remain at £1198 for 2017/18 
and approves the necessary Resolution. 

 
   
   

 
 
  Alan Puckrin 
  Chief Financial Officer 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 

4.0 BACKGROUND  
   

4.1 The Policy & Resources Committee on 29th September approved the Budget Strategy for the 
February 2017 Council meeting on the basis of no reductions to service delivery over and above the 
savings already agreed and that any remaining funding gap in 2017/18 would be met from Reserves. 
In addition it was agreed in recognition of the difficulty the new Council would face in delivering full 
year savings in 2018/19, that Reserves would be set aside to fund approximately 33% of the 
estimated 2017/19 funding gap. 

 

   
4.2 It had been announced earlier by the Scottish Government that they would only be announcing a 1 

year settlement covering 2017/18 in December, 2016. 
 

   
4.3 Officers have been progressing the development of savings proposals for consideration by the new 

Council. These proposals are intended to provide options totalling approximately £20million and are 
based around Service Reduction, Service Withdrawal and Income Generation. 

 

   
4.4 The Members’ Budget Working Group has continued to meet during the development of the 

proposals to be considered at today’s Council Meeting. The recommendations in the report reflect 
the consensus of the Group. 

 

   
   

5.0 LOCAL GOVERNMENT SETTLEMENT  
   

5.1 The draft Local Government Settlement was announced on the 15th December and resulted in a 
lower than anticipated revenue grant settlement. There has been much debate over the level of the 
settlement due to the ring fencing of extra money for schools, allocation of money to Health for IJBs 
and the assumptions around Council Tax increases.  

 

   
5.2 As part of obtaining support for the budget through Parliament, the Scottish Government announced 

£160 million extra funding for Councils on 2nd February 2017.  Inverclyde Council’s share of this 
funding is £1.983 million (Revenue) and £0.378 million (Capital). 

 

   
5.3 Appendix 1 shows in summary form the impact on the Council of these factors and it can be seen 

that the Council is getting approximately £3.7 million less funding in 2017/18 for the services it 
currently delivers. This is prior to taking into account increased costs arising from Pay Awards, 
Apprenticeship Levy, Auto-enrolment and general cost and demand pressures. 

 

   
5.4 As in prior years, the Funding Offer has conditions attached and the letter dated 15th December from 

the Cabinet Secretary, Finance and the Constitution sets these out (Appendix 2). The conditions are: 
 

1. Maintain the overall pupil teacher ratios at 2016/17 levels. 
2. Secure a place for all probationers who require one under the teacher induction scheme. 
3. Increase Council Tax by a maximum of 3% 

 
Whilst a timescale of 20th January was given for the Council to not accept this offer, the Council 
Leader advised the Cabinet Secretary that the Council would not be considering this matter until 16th 
February. The Council therefore requires to agree if it does not want to accept the offer as one of the 
decisions at today’s meeting.  

 

   
5.5 In the event the Council does not accept the offer then it needs to be aware that the Cabinet 

Secretary has advised that “ a revised, inevitably less favourable offer will be made”. The timing of 
this offer is uncertain but would require a special meeting of the Council to consider the implications. 

 

   
5.6 The draft Local Government Settlement also included £120 million extra funding for Schools and 

Inverclyde schools are due to received £2.464million from this sum in 2017/18. Details on the use 
and administration of this funding are still being developed but it has been confirmed that the funding 
cannot substitute this for existing Council expenditure and therefore cannot assist in closing the 

 



budget funding gap. 
  

 
 

 

6.0 CURRENT POSITION OF THE 2017/19 REVENUE BUDGET  
   

6.1 The proposed 2017/19 Revenue Budget is shown in Appendix 3. From this it can be seen that the 
2017/18 funding gap is £1.140million whilst the 2017/19 funding gap is £10.560million.  

 

   
6.2 Both the funding gaps are prior to any increase in the Band D Council Tax. A 3% increase would 

generate approximately £862,000 for each year it was applied. 
 

   
6.3 The funding gaps reflect the latest projected Council Tax base including the on-going reduction in 

Council Tax Reduction costs. It also reflects two budget pressures and a reduction to various 
budgets which are projecting underspends in 2016/17, most of which are continuing on from 
underspends in 2015/16. The Corporate Management Team have agreed that these can be reduced 
with no impact on Service delivery. In one case; ASN travel,  this requires the creation of a 
“smoothing” earmarked reserve” in line with the approach taken for Winter Maintenance and 
Residential Schools, both of which have operated successfully for a number of years.  

 

   
6.4 One adjustment which requires specific approval relates to Inverclyde Leisure who have asked for a 

£59,000 reduction in their Management Fee on the basis that they will no longer receive (or pay for) 
services from HR. The financial net effect of these 2 adjustments is neutral. 

 

   
6.5 The largest single adjustment relates to the reduction in the payment to the IJB and this is explained 

in more detail below.  
 

  
 

 

7.0 CONTRIBUTION TO THE IJB  
   

7.1 The Scottish Government allocated a further £107million to Health for IJBs in 2017/18 to add to the 
£250million allocated in this manner in 2016/17.  

 

   
7.2 The proposed use of this sum is as detailed below: 

 
£50m  - Full year effect of 2016/17 Living Wage agreement to pay £8.25/hr from 1/10/16 
£20m - £20m -  Increase from £8.25 - £8.45 from 1/4/17 
£10m - Extra funding for sleepovers (initial allowance) 
£20m - Sustainability (recognition that not all partners contributed 25% to the 2016 Living 

Wage Uplift and that this was met by Councils) 
£5m - Cost of implementing charging disregards for Veterans War Pensions 
£2m - Initial costs in preparing for the Carers Legislation in 2018/19 
   
£107m   

 

 

   
7.3 The  Government  has advised that Councils can reduce their contribution to the IJBs in 2017/18 to 

no less than their 2016/17 contribution less their share of £80million. For Inverclyde the share 
equates to £1.41million.  

 

   
7.4 In light of the extremely challenging financial position faced by the Council it is proposed that the 

Council reduce the payment to the IJB in 2017/18 as detailed in Appendix 4. The Chief Officer of the 
IJB has confirmed that this level of payment will still allow the current level of Social Care Services to 
be delivered by the IJB in 2017/18 and leave a small contingency for pressures and developments. 

 

   
7.5 The Council is however asked to note that the Council’s contribution will require approval by the IJB 

at its meeting on 14th March 2017. 
 

  
 

 

8.0 GENERAL FUND RESERVES  
   

8.1 As indicated above, the approved Budget Strategy is that any funding gap in 2017/18 plus  



approximately 33% of the estimated funding gap over 2017/19 should be funded by Reserves on a 
one off basis. Based on the figures in Appendix 3 this will require £4.63million to be set aside for this 
purpose. 

   
8.2 Officers had separately identified ways to potentially free up reserves and on the basis the Council 

approve all the proposals in this report, then there is approximately £5.5 million available for 
allocation. The Members’ Budget Working Group has considered proposals and its recommendations 
are shown in Appendix 5.  

 

   
8.3 The Chief Financial Officer previously advised the Policy & Resources Committee regarding the 

factors which need to be considered when allocating significant sums from reserves to balance the 
Revenue Budget. That advice is repeated in the Financial Implications section of the report. 

 

   
   

9.0 2017/18 COMMON GOOD BUDGET  
   

9.1 The Council was required to review the sustainability of the Common Good Budget due to the on -
going pressures on its income and the low level of balances. Officers have carried out a review and 
propose that the funding of the Christmas Lunch/Vouchers for the elderly be transferred to the HSCP 
from 2017/18. An equivalent amount of funding has been allocated to the IJB to compensate. 

 

   
9.2 This action should ensure that the Common Good Fund begins to generate annual surpluses and 

build up its balances to a more appropriate level.  
 

   
9.3 Appendix 6 contains the detail of the proposed 2017/18 Common Good Budget.   

   
   

10.0 2017/20 CAPITAL PRGRAMME  
   

10.1 The Council’s current Capital Programme runs to 2017/18. The Policy & Resources Committee 
agreed that officers develop a draft 2017/20 Capital Programme for consideration as part of the 
February 2017 Budget.  

 

   
10.2 Appendix 7 shows the draft 2017/20 Capital Programme. The programme reflects to 2017/18 

announced level of capital grant plus an estimate of capital grants for 2018/20 including the return of 
£1.4million borrowed by the Government from the Council in 2016/17. In addition the programme 
includes 3 new proposals around continued investment in Roads Assets, expansion of the Cemetery 
provision and investment in Open Spaces. All of these have been the subject of reports to the 
Environment & Regeneration Committee in recent months.  

 

   
10.3 Additionally the Members Budget Working Group propose the inclusion of £350,000 to match fund 

the creation of an Indoor Sports Facility for tennis and other indoor sports.  Officers will report on this 
in more detail to the appropriate Committee. 

 

   
10.4 Members are asked to note that there is a 5% over provision of projects against estimated  (non-

SEMP) resources to allow for either increased resources or cost reductions. In the event neither of 
these occur then funding from 2020/21 will be required to complete the Programme. Officers will 
regularly report to Committee on progress. 

 

   
   

11.0 MEDIUM TERM FINANCIAL POSITION  
   

11.1 The current Council Budget Strategy was that on the basis that the Council receives more than a one 
year settlement in December 2017 then it would intend to agree a 2018/20 Revenue Budget in 
February/March, 2018. 

 

   
11.2 The Financial Strategy provides some scenarios for the funding gap over the 2017/20 period with the 

mid-range scenario estimating a funding gap of £22.5million over the period. The proposed budget 
closes this funding gap by approximately £2.2 million.  Now the 2017/18 settlement is known this 
level of funding gap is still viewed as being realistic especially on the basis that it is estimated that 
the Scottish Block will reduce in real terms over the next 2 financial years.  

 



  
 
 
 

 

11.3 Appendix 8 outlines the potential scenario based on the mid-range assumptions continuing to 
2021/22 and assuming the continued protection of Education and Social Care budgets. From this it 
can be seen that the impact on unprotected budgets is severe and supports the requirement that the 
new Council will have to have a fundamental review of the services the Council delivers as part of the 
preparation of the 2018/20 Budget.  

 

   
   

12.0 COUNCIL TAX  
   

12.1 Members will be aware of the changes to Council Tax brought in by the Scottish Government from 
2017/18 which see increases to the multipliers for Bands E-H and changes to the Council Tax 
Reduction scheme. The multiplier changes have already been communicated to impacted 
households. 

 

   
12.2 In addition the Council has the flexibility to increase Council Tax by up to 3% from 2017/18 with the 

Government’s stated aim being that this arrangement remains in place for the full term of this 
Parliament. A 3.0% increase in Council Tax is estimated to raise £862,000 net of Council Tax 
Reduction.  

 

   
   

13.0 IMPLICATIONS  
   

13.1 Finance  
   
 The Local Authority Accounting Panel (LAAP) Bulletin 99 on Reserves and Balances provides 

guidance to Chief Financial Officers in the area of using Reserves to fund recurrent expenditure as 
follows;  
 
“It is not normally prudent for reserves to be deployed to finance recurrent expenditure. CIPFA has 
commented that Councils should be particularly wary about using one off reserves to deal with 
shortfalls in current funding. Where such action is taken, this should be made explicit, and an 
explanation given as to how such expenditure will be funded in the medium to long term. Advice 
should be given on the adequacy of reserves over the lifetime of the medium term financial plan, and 
should also take account of the expected need for reserves in the longer term” 
 
This report, supported by the current Reserves Policy, meets the requirements of this guidance but it 
is important that members understand that the proposed use of reserves as outlined in this Budget 
Report is a short term, one off measure and is justifiable on the basis of the level of reserves 
currently held by the Council and that there will be a fundamental review of Council Services, 
Eligibility Criteria and Charging Policies over the next 12 months. 

 

  
Financial Implications:  
 
One off Costs 
 

Cost Centre Budget 
Heading 

Budget  
Years 

Proposed 
Spend this 
Report £000 

Virement 
From 

Other Comments 

Reserves  General 
Fund  
 

2017/19 
 
 
 
 
 
 
 
 

4630 
 
 
 
 
 
 

5500 
 

 
 

Reserves to be used 
on a one off basis as 
part of the budget 
strategy and prior to 
any Council Tax 
increase. 
 
Free Reserves 
available for use as 
part of the 2017/18 

 



Budget 
 
 
 
 
Annually Recurring Costs/ (Savings) 
 

Cost Centre Budget 
Heading 

With 
Effect 
from 

Annual Net 
Impact £000 

Virement 
From (If 
Applicable) 

Other Comments 

N/A 
 

 
 

 
 

 
 

 
 

 
 

 

   
13.2 Legal  

  
There are no direct legal implications arising from this report. 

 

   
13.3 Human Resources  

  
The Policy & Resources Committee at its meeting on 15 November 2016 agreed that consideration 
be given to reviewing hourly rates paid to apprentices within the Council as part of the 2017/18 
budget.  This matter has been reviewed by the Corporate Management Team and the Members’ 
Budget Working Group and, based on the increased cost and the fact that our modern apprentice 
rates compare favourable to most other Councils in Scotland, it is recommended that there should 
not be any increase to apprentice rates at this time.  In addition, it is likely that the forthcoming 
national pay award from April 2017 will be bottom loaded which will result in a higher percentage 
increase on apprentice rates. 

 

   
13.4 Equalities  

   
 Has an Equality Impact Assessment been carried out? 

 
 Yes  See attached appendix 

  
This report does not introduce a new policy, function or strategy or recommend 
a change to an existing policy, function or strategy.  Therefore, no Equality 
Impact Assessment is required. 

X No 
 

 

   
13.5 Repopulation  

  
The impact on the Council’s repopulation agenda has been considered when developing the 
proposals in this budget and in particular the proposals for the use of Free Reserves.  

 

   
   

14.0     CONSULTATIONS  
   

14.1 The proposals in this report have been subject to consultation with the Members’ Budget Working 
Group, Corporate Management Team and with the Trades Unions via the Joint Budget Group.  

 

   
   

15.0 LIST OF BACKGROUND PAPERS  
   

15.1 None  
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