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 Subject: 2017/18 Funding Settlement  
   
   
   

1.0 PURPOSE  
   

1.1 The purpose of this report is to advise Committee of the detail of the Council’s draft Funding 
Settlement for 2017/18 and to highlight the implications to be considered at the Council meeting on 
16 February, 2017. 

 

   
   

2.0 SUMMARY  
   

2.1 The Scottish Government announced the Draft 2017/18 Budget on 15 December and within this 
was the Local Government Settlement including individual Council draft funding figures for 
2017/18.  

 

   
2.2 Overall core Local Government funding has been reduced and whilst other funding has been 

announced for Schools, Integrated Joint Boards and Councils are retaining the extra income 
coming from the national changes to the Council Tax multipliers, it has been acknowledged by 
external commentators that Local Government received a relatively poor settlement compared to 
most other Sectors.   

 

   
2.3 There are conditions attached to the settlement around the need to maintain teacher numbers, 

provide opportunities for teacher probationers and not increasing Council Tax beyond 3%.  It is not 
clear what sanctions would be applied if these conditions were breached.  The letter from the 
Cabinet Secretary for Finance and the Constitution and the initial response from the Council 
Leader are attached as Appendices 1 and 2. 

 

   
2.4 Based on the figures announced and taking into account subsequent corrections made to the 

Government’s figures, Inverclyde received an estimated £6.812million reduction in General 
Revenue Grant/NDR Income when compared to 2016/17. This is partially offset by a projected 
£1.14million increase in Council Tax due to the increase in Band E–H Council Tax levels. This 
means a like for like reduction in core cash funding of £5.672million as set out in Appendix 3. 

 

   
2.5 The Council has been advised that it will receive £2.464million from the £120million National 

Attainment Fund. Exact details as to how this will be distributed and what it can be spent on are 
awaited however the Government has stated that this funding cannot be used to substitute for 
existing funding. This will therefore increase pressure on remaining areas of the Council budget to 
absorb the like for like cash funding cut.  

 

   
2.6 Out with the Local Government Settlement,  £107million has been allocated to IJBs as part of the 

Health Budget. The guidance from the Scottish Government is that up to £80million of this can be 
used to reduce Council contributions to the IJB. Proposals in this regard will be considered as part 
of the overall Budget on 16 February.  

 

   
2.7 Officers are refining the 2017/18 budget figures and will present the latest 2017/19 Budget position 

to the Council on 16 February taking into account the approved Strategy of using Reserves to 
meet any Revenue Budget funding gap in 2017/18. 

 

   



2.8 The Council received £922,000 more in General Capital Grant in 2017/18 than previously 
estimated in addition to £960,000 Flooding Grant for previously approved projects. This gives the 
Council £9.182million Capital Grant in 2017/18. It should be noted that the £1.443million 
temporarily removed from the Council’s 2016/17 allocation by the Government is due to be 
returned over 2018/20. Proposals for a 2017/20 Capital Programme will be presented to the 
Council meeting on 16 February. 

 

   
   

3.0 RECOMMENDATIONS  
   

3.1 It is recommended that the Council note the Draft Funding settlement received from the Scottish 
Government for 2017/18 and that the Council will decide at its meeting on 16 February whether to 
accept the offer from the Scottish Government. 

 

   
3.2 It is recommended that the Committee note that detailed report on the latest position of the 

Revenue and Capital Budgets will be presented to the Council meeting on 16 February, 2017. 
 

   
 
 
 

Alan Puckrin  
Chief Financial Officer 



 
4.0 BACKGROUND  

   
4.1 The Scottish Government announced the Draft 2017/18 Budget on 15 December and within this 

was the Local Government Settlement including individual Council draft funding figures for 
2017/18. 

 

   
4.2 The Local Government Finance (Scotland) Order 2017 will be considered by the Scottish 

Parliament in late February and it is only after this point that final allocations will be confirmed. 
 

   
   

5.0 SETTLEMENT DETAILS  
   

5.1 The Government circular advises that the overall Revenue Grant Settlement for Local 
Government reduced by £265 million in cash terms between 2016/17 and 2017/18. Local 
Government received the largest reduction in funding of all areas of the Scottish Budget with a 
real terms grant reduction of between 4.5%-5.8% based on analysis carried out by SPICe 
(Scottish Parliament Information Centre). 

 

   
5.2 The real terms cut is partially offset by Councils being able to retain the extra Council Tax income 

generated by the increase in Band E-H Council Tax multipliers and by a further £107million 
funding being allocated to IJBs as part of the Health settlement out of which Councils have been 
advised they can use £80million to reduce contributions to the IJB.  

 

   
5.3 There are conditions attached to the settlement around the need to maintain teacher numbers, 

provide opportunities for teacher probationers and not increasing Council Tax beyond 3%.  It is 
not clear what sanctions would be applied if these conditions were breached.  The full letter from 
the Cabinet Secretary for Finance and the Constitution detailing the settlement and the initial 
response from the Council Leader are attached as Appendices 1 and 2. 

 

   
5.4 Appendix 3 shows the position for Inverclyde Council from which it can be seen that the reduction 

in General Revenue Grant plus NDR Income between 2016/17 and 2017/18 is £6.812million 
(4.16%). This is before adding back an estimated £1.14million of increased Council Tax arising 
from the increase in Band E-H multipliers. Once this has been netted off, the cash funding 
reduction is £5.672million. 

 

   
5.5 The Council has been advised that it will receive £2.464million from the £120million National 

Attainment Fund. Exact details as to how this will be distributed and what it can be spent on are 
awaited however the Government has stated that this funding cannot be used to substitute for 
existing funding. This will therefore increase pressure on remaining areas of the Council budget 
to absorb the like for like cut in cash funding. 

 

   
5.6 The net funding reduction is approximately £2.87million greater than had been factored into the 

Budget Strategy and officers are refining figures and developing proposals to reduce the funding 
shortfall however, in line with the approved Budget Strategy, a significant level of Reserves will be 
needed to be used on a one off basis in 2017/18 to deliver a balanced budget.  

 

   
5.7 The Committee is asked to note that this report only deals with the funding part of the Council 

budget. On the expenditure side there are increased costs associated with Pay Awards, Living 
Wage, Auto enrolment, Apprenticeship Levy, increases in demand for services and general 
inflation which require to be funded from a reduced funding settlement. 

 

   
5.8 The Council received £922,000 more in General Capital Grant in 2017/18 than previously 

estimated in addition to £960,000 Flooding Grant for previously approved projects. This gives the 
Council £9.182million Capital Grant in 2017/18. It should be noted that the £1.443million 
temporarily removed from the Council’s 2016/17 allocation by the Government is due to be 
returned over 2018/20. Proposals for a 2017/20 Capital Programme will be presented to the 
Council meeting on 16 February 

 

  
 
 

 



6.0 IMPLICATIONS  
   

6.1 Finance  
 The 2017/18 Revenue and 2017/20Capital Budgets will be considered by the Council on 16 

February, 2017. As part of this meeting, the Council will approve the Band D Council Tax level for 
2017/18. 

 

   
 Financial Implications:  

 
One off Costs 
 

Cost Centre Budget 
Heading 

Budget  
Years 

Proposed 
Spend this 
Report £000 

Virement 
From 

Other Comments 

N/A 
 

 
 

 
 

 
 

 
 

 
 

 
Annually Recurring Costs/ (Savings) 
 

Cost Centre Budget 
Heading 

With 
Effect 
from 

Annual Net 
Impact £000 

Virement 
From (If 
Applicable) 

Other Comments 

N/A 
 

 
 

 
 

 
 

 
 

 
 

 

 

   
6.2 Legal  

   
 There are no legal issues arising from this report.  
   

6.3 Human Resources  
   
 There are no direct HR issues arising from this report.  
   

6.4 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 
 

 

   
6.5 Repopulation  

   
 One factor impacting on Inverclyde’s poorer than average settlement is its continued reduction in 

population. Whilst more recent figures have shown a slowdown in the rate of reduction this will 
continue to have a negative impact on the Council’s overall grant settlement for the foreseeable 
future. 

 

   
   

7.0     CONSULTATIONS  
   

7.1 None  
   
   

8.0 LIST OF BACKGROUND PAPERS  
   

8.1 Local Government Finance Circular No 9/2016  
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Appendix 2



FIN_09_17 App3

Appendix 3

£m Notes

General Revenue Grant 134.586 Per Circular
Non-Domestic Rates 20.804 Per Circular

155.390

Add=Estimated Funding to be Distributed
Discretionary Housing Payments 0.668 2016/17 Sum - Note 1
Council Tax Reduction-Held back 0.683 Based on 1.9% Share

156.741

Equivalent Figure for 2016/17 163.553
Reduction in Government Grant (6.812) Excludes Ring Fenced Grants

Add = Impact of Band E-H Changes 1.140 Net of CTR
(5.672) Notes 2/3

1

2

3

2017/18 Funding Settlement
Like for Like Comparison

Notes
Excludes Council  share of funding previously met by DWP.  In 2016/17 this amounted to £232,000.  There  
is also new funding of £22.5 million for Temporary Accommodation transferred from DWP not yet allocated.

Excludes additional funding of £80 million allocated to IJB which Councils can access.  Council share to  
be confirmed but estimated to be £1.42 million.

In addition there is £2.464 million for Attainment allocated to schools.  This cannot be used to substitute
existing spend and therefore does not help offset other pressures.

AP/LA
10/01/2017
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