
EAST RENFREWSHIRE COUNCIL  

28 October 2020  

Report by Head of Accountancy (Chief Financial Officer)  

UPDATE ON COVID-19 IMPACT ON FINANCIAL PLANNING 

PURPOSE OF REPORT 

1. In view of the COVID-19 pressures now facing services, this report updates Council
on the revenue budget position for the current year and the financial outlook for 2021/22 and
beyond.

RECOMMENDATION 

2. Council is asked to:

(a) note the improved financial position for 2020/21;

(b) note that the recently announced fiscal flexibilities should allow us to bridge
the remaining 2020/21 budget gap; and

(c) note the challenging financial position for 2021/22 and beyond and that further
reports will be brought as more information becomes available.

BACKGROUND 

3. On 24 June Council considered a report setting out a forecast shortfall for 2020/21 of
some £8.4m as a result of COVID pressures faced by services. Further reports were
presented to Cabinet on 27 August and 22 October, taking account of additional funding
streams announced or anticipated to support the COVID response.

4. The latest Cabinet report forecasts a much reduced shortfall of £2.238m for 2020/21.
This is made up of £4.503m of unfunded COVID pressures offset by £2.265m of managed
Council underspends.

5. Some further funding may be made available to the Council in the coming months to
help address the remaining current year shortfall as a result of the pandemic, however the
funding outlook for 2021/22 is less certain.

6. As a result of the ongoing uncertainties relating to both the COVID-19 pandemic and
Brexit, the planned UK budget did not go ahead this year and the outcome of the UK
Spending Review will not be announced until November 2020. It is not yet clear whether this
will result in a delay to the Scottish settlement announcement.

7. In view of the level of uncertainties resulting from the COVID pandemic, Council took
the decision in June 2020 to prepare only a single year budget for 2021/22, rather than
embark on a new 3 year budget exercise. Indicative figures for departmental planning
purposes will, however, continue to be produced as part of the Council’s Outcome Delivery
Plan and 6 year projections will continue to be incorporated into our annual refresh of our
long term Financial Planning document.
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FINANCIAL OUTTURN 2019/20 AND FUNDING POSITION 2020/21  

 
8. In setting the budget for 2020/21 Members agreed that a sum of £3.500m should be 
met from reserves and that £1.278m of savings was still to be identified in year. At that point 
it was expected that some of that shortfall could be covered by a forecast underspend in the 
2019/20 revenue monitoring figures and directors were asked to maximise underspend 
wherever possible in the latter part of the year.  
 
9. A late uplift in the grant settlement for 2020/21 increased our funding by £1.875m, 
eliminating the need for any further savings to be identified in year. 
 
10. The directors’ actions taken to reduce expenditure in 2019/20 were highly successful. 
The initial 2019/20 budget plans were to draw down £4.312m from reserves to balance the 
budget, but the final outturn position (still subject to audit confirmation) required only 
£0.964m of reserves to be utilised - an improvement of around £3.348m.  
  
11. This left the Council’s General Reserve (Non-Earmarked) with a balance of £9.590m 
at 31 March 2020 (3.8% of the annual budgeted net revenue expenditure).  This is only 
slightly below the Council’s most prudent target level of 4%. However the balance will 
significantly reduce as the Council’s budget plans involve use of £3.5m of this during 
2020/21, bringing the reserve down to £6.090m (around 2.4%) by the end of 2020/21. The 
recommended target range for this reserve is 2% to 4%. 
 
12. The Modernisation Fund balance at 31 March 2020 has also reduced slightly and is 
£7.050m, with future plans to use £1m each year to support ongoing transformation projects. 
 

 
COVID IMPACT 

 
13. All of the above plans were made before the COVID pandemic arose. This has had a 
severe impact on the Council’s finances in 2020/21, bringing significant new expenditure 
pressures. Although additional government funding has been announced to assist Councils, 
the full extent of additional grant support is still not clear and a shortfall of around £2.238m is 
presently forecast for the current year. This comprises estimated unfunded COVID 
pressures of £4.503m offset by Council underspends of £2.265m as directors seek to avoid 
all non-essential spend. 
 
14. In recent weeks, some fiscal flexibility measures have been agreed by the UK and 
Scottish Governments, whereby Councils may use capital receipts or a 12 month loans fund 
repayment holiday to meet COVID revenue pressures on a one off basis, or can revise their 
accounting approach to PFI debt repayments to release recurring longer term revenue 
budget savings.  

 
15. The Scottish Government also expects that Councils will make use of their reserves 
to help meet the current pressures. 
 
16. Further details on the new flexibilities are still emerging. Accounting staff are 
currently assessing these flexibilities and expect that these will enable us to address the 
immediate COVID pressures and close off the 2020/21 budget shortfall. If this can be 
achieved, we would avoid further depletion of reserves and retain some scope for utilisation 
of these reserves to assist with the 2021/22 budget pressures. This is illustrated in the table 
below. 

156



 
GEN FUND RESERVE FORECASTS FEB 2019 FEB 2020 OCT 2020 
  £m £m £m 
Actual balance 31/3/2020 10.554 10.554 10.554 
Expected use of reserves 2019/20 -4.312 -2.690 -0.964 
Expected balance 31/3/2020 6.242 7.864 9.590 
Planned use of reserves 2020/21 -1.500 -3.500 -3.500 
Expected balance 31/3/2021 4.742 4.364 6.090 
Unfunded COVID pressures 2020/21     -4.503 
Managed underspend 2020/21     2.265 
Est use of flexibilities 2020/21     2.700 
Revised balance 31/3/21 4.742 4.364 6.552 

 
FUNDING POSITION 2021/22 AND BEYOND 

 
17.  Taking account of the position set out above, and assuming a 1% cash reduction 
in grant, together with a 3% Council Tax increase, and typical non-pay spending 
pressures, an initial budget shortfall of £11.828m was calculated to remain for 
2021/22.  This estimate does not include unfunded COVID pressures. Should the grant 
settlement position worsen and/or the level of pay award increase, the budget shortfall would 
further increase. 
 
18. This shortfall figure will change significantly as more detailed information on the 
2021/22 settlement and spending pressures becomes available and is factored in. This will 
be closely monitored in the next few months. 
 
19. The forecast position for 2021/22 takes account of the full implementation of the 
consolidation of the Living Wage into the Council’s payscales from late March 2020. 
  
20. Given the level of uncertainty around the 2021/22 financial position and any ongoing 
financial support for COVID related pressures, it is expected that a flexible approach to 
addressing the shortfall will be needed, taking cognisance of the emerging picture on COVID 
funding support and fiscal flexibilities and considering a range of options:- 
 

a. Utilisation of reserves, recognising whilst this cannot be regarded as an 
ongoing solution, there is still some potential to use reserves in the next 
financial year; 
 

b. Application of fiscal flexibilities. The flexibilities which are not restricted to 
addressing COVID related pressures are particularly useful in addressing the 
shortfall calculated above with restricted flexibilities available for COVID 
pressures; 
 

c. Consideration of a Council Tax increase above the modelled 3% level, if this is 
permitted in the settlement (a 1% increase generates roughly £0.6m);   

 
d. The application of departmental savings. Directors have been asked to identify 

savings of up to £11.828m. 
 

21. In the past, the Council has published information on How We Spend Our Money, to 
help stakeholders understand the Council’s spending patterns and the scope for savings. 
Appendix 1 sets out an updated graphical illustration of the Council’s current budget to assist 
elected members assess the scope for action. 
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22. The graphs are based on the planned expenditure for 2020/21 as approved by 
Council in February 2020 and do not reflect the impact of COVID-19 on spending plans. 
 
23. From 2022/23 the outlook continues to be challenging. The Council has already been 
made aware of the significant rise in loan charge repayments in the coming years due to our 
ambitious Capital Plan. This position may be exacerbated in future if we apply the available 
short term fiscal flexibilities in relation to capital receipts and loans fund payment holidays. 
 
24. The Council’s capital plans and loan charge position are currently being updated and 
will be submitted for approval in February 2021. 
 
 
CONCLUSIONS  
 
25. Finalisation of the 2019/20 accounts has improved the scope for the use of reserves 
to help address the budget challenges ahead. 
 
26. Although the COVID pandemic has brought significant additional financial burdens in 
the current year, the recently announced fiscal flexibilities should allow these to be 
addressed without excessive depletion of reserves. The position for 2021/22 and beyond is 
less certain but will be clarified in the coming months. 
 
27. Given the continuing uncertainty in relation to the financial outlook, a single year 
budget should be set for 2021/22 and a flexible approach adopted to closing next year’s 
budget shortfall. 
 
28. The outlook for 2021/22 and beyond remains challenging, however the potential 
introduction of multi-year settlements in future will help with longer term planning. 
 
 
RECOMMENDATIONS 
 
29. The Council is asked to: 
 

(a) note the improved financial position for 2020/21; 
 
(b) note that the recently announced fiscal flexibilities should allow us to bridge 

the remaining 2020/21 budget gap; and 
 
(c) note the challenging financial position for 2021/22 and beyond and that further 

reports will be brought as more information becomes available. 
 
 
 
 
   
 
Margaret McCrossan  
Head of Accountancy (Chief Financial Officer)  
16 October 2020 
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How we spend money

• In 2014 we prepared a brochure for residents on how we spend our money
• The pie charts which follow are an updated version of the figures in the 

brochure, based on our planned net expenditure for 20/21 (pre Covid-19)
• The first pie chart breaks down the spend by department 
• The following charts break down departmental spend 
• Because of the size and complexity of the education spend an appendix is 

included which breaks down education spend in more detail
• Appendix 2 contains additional HSCP information 
• This information provides background for council to support decision 

making for budget setting for 21/22 
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East Renfrewshire Council 
Total Net Expenditure 2020/2021 (£k)

Total East Renfrewshire Council Net Expenditure 2020/2021 (£k) - £253,757

Miscellaneous Services 
(including Joint Boards), 

£3,869

Capital Financing Costs, £8,863

Chief Executive's Office, £2,912

Department of Corporate & Community 
Services, £19,291

Department of Environment, 
£25,402

HSCP, £49,565

Culture & Leisure, £6,382

Department of Education, 
£137,473
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Education and Culture and 
Leisure

163



 

 

 

164



Department of Education (Excluding Culture & Leisure)
Net Expenditure vs Total Net Expenditure excluding Education (£k)

Department of Education 

Total Net Expenditure (£k) £137,473 (54.2%)

Total FTE 1,969.9

Department of Education 
(excluding Culture & Leisure), 

£137,473

Total net expenditure 
excluding Department of 

Education, £116,284
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Department of Education (Excluding Culture & Leisure)
Net Expenditure 2020/2021 (£k)

Other Services (including Music Services, Modern 
Apprenticeships & Vocational Programme), £3,372

Other (School Crossing 
Patrollers & Clothing Grants), 

£558

Psychological Services, £888

Transport (Excluding Special), £1,146

Cleansing & Janitorial Services, £3,648
Catering Services, £3,026

Education Admin & Support Services 
(including  Leadership Team, QIO Team, 

Budget Unit, Business Support & Leading 
Change, Education Provision 

Management & Adult Literacy), £3,365

Pre-Five Education, £15,075

Primary School, £38,800

Secondary Education, 
£47,231

Education PFI/PPP, £13,498

Special Education, £6,866
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East Renfrewshire Council –Culture and Leisure
Net Expenditure 2020/2021 (£ 6.382k, 2.5%)

Property Costs (including repairs & 
maintenance, utilities, Carbon Reduction 

Commitment for buildings which are 
occupied/operated by ERCL), £1,135

Supplies & Services (including 
insurance, equipment 

maintenance & budget for loss 
of income due to planned 

capital works), £183

Service Fee, £5,064
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IJB contribution/HSCP
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HSCP, £49,565

Total net expenditure 
excluding HSCP, £204,192

HSCP
Total Net Expenditure (£k) £49,565 (19.5%)
Total FTE 582.1

HSCP Net Expenditure vs Total Net Expenditure excluding HSCP (£k)
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Children & Families, £9,392

Intensive Services (including 
Bonnyton House, Older People's 

Day Care, Care at Home & 
Telecare), £9,423

Older People (including residential & 
nursing care, direct payments and 

Dementia Services), £12,384

Adult Physical/Sensory Disability 
(includes provision of aids & 

adaptations & equipment such as 
stairlifts & specialist beds), £4,722

Adult Learning Disability, 
£7,692

Recovery Services - Mental Health 
& Addictions, £1,856

Criminal Justice, £615

HSCP Finance & Resources (ncludes Finance, Commissioning, Planning, 
CareFirst, Health Improvement, Corporate Management Team, Health & Care 

Centres and other office budgets), £3,481

HSCP Net Expenditure 2020/2021 (£49,565k)172



Environment
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Department of Environment, £25,402

Total net expenditure excluding 
Department of Environment, £228,355

Department of Environment

Total Net Expenditure (£k) £25,402 (10%)

Total FTE 392.8

Department of Environment Net Expenditure vs Total Net Expenditure (£k)175



Directorate (including Director & Environment 
Management Team,  Business Intelligence Team, 
Energy Management & Climate Change), £1,553

Planning & Building Standards 
(including Outdoor Access, Country 

Park and Whitelee), £568

Economic Development (including City Deal 
Team), £667

Prevention Services (Environmental 
Health & Trading Standards), £896

Housing Services (including Homelessness 
& Landlord Services - excluding Council 

Housing), £1,493

Roads (including Maintenance, 
Street Lighting, Winter Maintenance, 

Resurfacing & Patching & Flood 
Prevention), £5,188

Neighbourhood Services (Parks, Cleansing, 
Waste Management & Vehicle Services), 

£8,701

Environment PFI (GSO/M77), 
£3,885

Accommodation (cost of shared buildings eg 
Eastwood & Barrhead, and non-operational 
accommodation, managed by Environment 

Department, £1,256

Property & Technical Services (including Property Maintenance, 
Estates Management Team, Council Officers, Technical Services & 

Corporate Health & Safety Unit), £1,195

Department of Environment Net Expenditure 2020/2021 (£25,402k)176



Neighbourhood Services Net Expenditure 2020/2021 (£k)

Parks Services, £1,207

Waste Management (including Vehicle 
Services), £4,774

Cleansing, £2,720
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Corporate and Community
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Department of Corporate & Community Services

Total Net Expenditure (£k) £19,290 (7.6%)

Total FTE 308

Department of Corporate & Community Services
Net Expenditure vs Total Net Expenditure excluding C&CS (£k)

Department of Corporate & Community 
Services, £19,291

Total net expenditure excluding 
Department of Corporate & 

Community Services, £234,466
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Other (C&CS Directorate, Programme Management Office & 
1 Head of Service), £395

Community Safety (CCTV, Wardens & Telecare), £1,164

Democratic Services (including Elected Members costs, 
Member Services, Committee Services & Elections), £1,122

MART - Money Advice/Income Maximisation & 
Welfare Rights Teams, £711

Strategic Services (including Best Value, 
corporate policy, partnership working/ 
community empowerment & poverty, 

performance, equalities & data 
protection/systems.), £921

Communities (including statutory 
operational services such as Community 
Learning & Development (CLD), locality 
planning support, participatory budget 

planning, youth work.  Also includes 
Auchenback Resource Centre (ARC) & small 

community grants.), £1,048

Communications & Printing, £573

Customer First (including Registrars & Council 
Tax Enquiries/Cleansing & Housing enquiries), 

£1,026
* Housing Benefits (including the administration cost of 

the service and includes the budget for paying out 
Housing Benefit and Grant Income received from 
Department of Work and Pensions (DWP), £504

* Benefits & Discretionary Payments , £594Human Resources & Payroll, £1,681

Revenues (including Debtors, Insurance, Creditors & 
C&CS Business Support), £923

* Council Tax Discount & Non-
domestic Rates Relief, £3,716

Digital Services (ICT) (including all ICT 
contracts for the Council), £4,913

Department of Corporate & Community Services Net Expenditure 2020/2021 
(£19,291k)

* Unable to influence
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Chief Executives Office and 
Miscellaneous Services
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Chief Executive's Office, £2,912

Total net expenditure excluding Chief 
Executive’s Office, £250,845

Chief Executive’s Office

Total Net Expenditure (£k) £2,912 (1.1%)

Total FTE 53.2

Chief Executive’s Office Net Expenditure vs Total Net Expenditure 
excluding CEO (£k)
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Legal Services (including Licensing), £405

Chief Executive's Office and …

Procurement, £321

Internal Audit, £267

Accountancy , £1,501

Chief Executive’s Office Net Expenditure 2020/2021 (£2,912k)186



Miscellaneous services £3,869K (1.5%) 

• Joint boards    £2,352K 
• Welfare contingency £200K
• Superannuation costs £1,036K
• Restructuring costs £343K
• Miscellaneous £360K
• Late grant unapplied £597k
• Adjustment for Central Support recharged to HRA (£1,019k)
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Appendix 1 – Education details
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Teachers' Staffing, 38,188

LGE Staffing, 4,306

Ring Fenced Grant (PEF)
(for staff, resources), 360

Schools classroom supplies, 
support for quality, SQA etc 
(net of savings targets), 625

Non-DSM & funds devolved 
during year based on needs, 

155

Property, 3,597

Secondary Schools: Revised Net Expenditure 2020/21 £47,231 
(£'000)

Property:
Rates 2,088
Utilities & Carbon Reduction 1,256
Grounds Maintenance & Waste 149
Repairs and maint (managed by PATS)   104
& CEEF. (Net of cont repairs & renewals)
Subtotal 3,597
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Teachers' Staffing, 31,507

LGE Staffing, 3,253

Ring Fenced Grant (PEF)
(for staff, resources), 852

Schools classroom supplies, 
support for quality etc (net of 

savings targets), (85)

Non-DSM & funds devolved 
during year based on needs, 37

Property, 3,236

Primary Schools: Revised Net Expenditure 2020/21 £38,800 
(£'000)

Property:
Rates 1,639
Utilities & Carbon Reduction 1,161
Grounds Maintenance & Waste 222
Repairs and maint (managed by PATS)   214
& CEEF. (Net of cont repairs & renewals)
Subtotal 3,236
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Teachers' Staffing, 1,753

LGE Staffing, 6,229

Ring Fenced Grant (II40 hours)
(for staff/resources), 5,849

Schools classroom supplies, 
support for quality, SQA etc 
(net of savings targets), 148

Payments to Agencies (e.g. ELC 
Partner Providers), 666

Non-DSM & funds devolved 
during year based on needs, 

269

Property, 161

Early Learning & Childcare: Revised Net Expenditure 2020/21 £15,075  
(£'000)
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Insurance, 649

Superann Additional 
Allowances, 607

Education network 
costs (ICT 

recharge), 489

Music Service, 465 

Vocational programme, 256 

Modern Apprentenships, 151 

Computer systems rental 
(SEEMiS, Parentpay), 142

Nursery Milk scheme, 117

SG Initiative - 1+2 Languages, 71

SG initiative - Free sanitary 
products in schools, 57

Other, 368

Other: Revised Net Expenditure 2020/21 £3,372  
(£'000)
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Teachers' Staffing, 3,200

LGE Staffing, 1,577

Ring Fenced Grant (PEF)
(for staff/resources), 111

Schools classroom supplies, 
support for quality, SQA etc 
(net of savings targets), 119

Payments to Agencies (e.g. ASN 
external placements, Speech & 

Lang Therapy), 913

ASN Transport, 773

Non-DSM & funds devolved 
during year based on needs, 24

Property, 149

Special Education: Revised Net Expenditure 2020/21 £6,866 
(£'000)
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Appendix 2 – HSCP details
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Nursing , £5,090

Residential , £2,754

Free Personal Care , £1,885

Free Personal Nursing Care , 
£2,610

Direct Payments & Respite , £2,446

Social Work , £2,600

NHS Funding & Other 
Income , -£5,001

Older People Expenditure £12,384 (£k)
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Bonnyton House , £1,802

Care at Home & Telecare in House, 
£4,820

Care at Home Purchased, £2,645

Reablement, £1,302

Day Care & Community Team, £882

NHS Funding & Other Income , -
£2,028

Intensive Services Expenditure £9,423 (£k)
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Residential, Respite & Direct 
Payments , £1,977

Fostering, Adoption, Kinship & 
Throughcare, £2,074

Commissioned Services, £1,156
Learning & Development , £343

Childrens Social Work , £3,842

Children & Families and Public Protection £9,392 (£k)
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