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Executive Summary 

The purpose of this report is to present elected members with the findings of the Accounts 
Commission report ‘Local Government Financial Overview 2017-18’ and management 
assessment of, and responses to, the issued raised by the Accounts Commission. 

The Accounts Commission report provides a high-level independent analysis of the financial 
performance of councils during 2017-18 and their financial position at the end of that year.  The 
Commission also looks ahead and comments on the financial outlook for councils. 

It is one of two overview reports that the Accounts Commission publishes each year. The 
second report comments on the wider challenges and performance of councils and will be 
published at the end of the financial year, in March 2019. 

Throughout the report, the Accounts Commission identifies examples of questions (at 
Appendix 1) that councillors may wish to consider, to help with understanding their council’s 
financial position and to scrutinise financial performance.  

The management response to the issues raised provides the Panel with assurance that the 
Council is aware of, and is responding appropriately to, the issues and risks identified by the 
Accounts Commission. 

  

 

Recommendations 

The Panel is invited to: 

a) note the key findings of the Accounts Commission report and the management response to 
the issues raised by the report; and 

b) consider whether a further report should be required to be submitted to a future meeting in 
order to obtain assurance that any actions arising from the matters raised by the Accounts 
Commission have been appropriately progressed by management. 

  

Supporting documents 

Council business plan to 2020: 

Having adequate, effective and sustainable financial management arrangements helps support 
the achievement of all of the Council’s ambitions, priorities and planned outcomes. 

Appendix 1 – Questions for elected members 

The full Accounts Commission report can be found at http://www.audit-
scotland.gov.uk/uploads/docs/report/2018/nr_181129_local_government_finance.pdf 

 

http://www.audit-scotland.gov.uk/uploads/docs/report/2018/nr_181129_local_government_finance.pdf
http://www.audit-scotland.gov.uk/uploads/docs/report/2018/nr_181129_local_government_finance.pdf


 

  

 

1. Background 

1.1 In November 2018 the Accounts Commission published ‘Local government in Scotland: 
Financial Overview 2017-18’.  The report provides a high-level assessment of the financial 
performance of councils during, and their financial position at the end of, 2017-18.  It also 
looks ahead and comments on the financial outlook for councils. 

1.2 The report is one of two overview reports that the Commission publishes each year, 
complementing a report on councils’ performance and outcomes that will be published at 
the start of the next financial year in March 2019. 

1.3 The report is intended to inform the public, but is particularly aimed at elected members 
and senior council officials. 

  

2. Key findings 

2.1 The Accounts Commission’s key findings were as follows: 

 Councils depend on Scottish Government funding for a significant part of their 
income. Scottish Government revenue funding to councils reduced in 2017-18, in 
cash terms by 0.6 per cent (£0.06 billion) and in real terms, by 2.3 per cent (£0.22 
billion).  Council tax increases and increased fees and charges were used by 
councils to increase overall budgets by £0.3 billion (cash terms). 

 Between 2013-14 and 2017-18, funding from the Scottish Government to local 
government decreased at a faster rate, 6.92 per cent, than the Scottish 
Government revenue budget at 1.65 per cent. 

 Distribution of funding from the Scottish Government is based mainly on 
population but could be more transparent to ensure clarity about how funding 
distribution reflects factors that drive demand and costs in councils. 

 In 2017-18, councils managed funding gaps of four per cent in their net 
expenditure budgets of £12 billion, mainly through savings and planned use of 
reserves.  Councils are under pressure to find different ways to fund and deliver 
services.  In 2017-18, 24 councils increased council tax, whereas in 2018-19, all 
councils increased council tax. 

 Overall increases in spending in Education and Social Work were offset by 
reductions in other services. 

 Eighteen councils ended 2017-18 with lower levels of usable reserves than they 
had at the start of the year. Total usable reserves fell by £18 million, a relatively 
small amount.  

 Funding to the Integration Joint Boards (IJBs) increased in 2017-18 by three per 
cent in cash terms (1.4 per cent in real terms), including additional funding from 
the NHS.  The majority of IJBs have underlying financial sustainability issues, with 
20 incurring deficits or dependent on additional ('deficit') funding from their 
partners.  Medium-term planning is not used by most IJBs and further 
improvements to financial management should be introduced. 

 The financial outlook is for reductions in Scottish Government revenue funding to 
councils.  This will mean continued and increasing financial pressures on council 
services, especially those that are not protected.  Many councils are in the early 
stage of delivering transformational change. 

 The impact of EU withdrawal is not yet clear, but councils need to identify the risks 
and develop contingency plans to manage these risks.  

  



 

 

2.2 There are no specific recommendations contained within the Accounts Commission 
report.  The Commission have issued a ‘scrutiny tool’ which contains a number of 
questions for councillors and which is designed to help elected members better 
understand their council’s financial position and to scrutinise financial management and 
performance.  A copy of the ‘scrutiny tool’ is at Appendix 1 of this report. 

  

3. Management commentary 

3.1 North Lanarkshire Council’s position in relation to the key issues highlighted by the 
Accounts Commission are set out in the paragraphs below which have been provided 
by relevant senior management. 

3.2 In February 2017, following a 1.3% like for like cash reduction in Scottish Government 
funding, the Council approved a balanced revenue budget for 2017-18 of £752.390m.  
This included savings of £25 million and £14m planned use of reserves.  The use of 
reserves included one-off assistance to the Integrated Joint Board (IJB) of £3 million 
and £11 million to reduce the impact on funding cuts on the community with the 
commitment of replenishing these through savings plans for delivery during 2018-19. 
In addition the Council agreed not to impose an increase to Council Tax for 2017-18 
however due to increasing reductions in funding received from Scottish Government, a 
3% was approved for 2018-19. 

3.3 The Council remains committed to long term financial planning and recognises through 
its Medium Term Financial Plan the challenges facing the Council including the likely 
levels of resources available.  The Scottish Government's approach of producing one 
year settlements has made longer term budgeting more difficult, although they have 
recently confirmed they will bring forward a three year funding settlement for local 
government from the 2020-21 budget onwards.  This will enable the Council to improve 
the integration of planning and budgeting over a longer term period. 

3.4  Over the next 4-6 years, the Council will embrace and expand the use of new 
technology to create a more collaborative way of working and deliver services that meet 
the changing needs and expectations of customers.  Digitisation of Council Services is 
also at the core of the Council’s transformational change that is expected to deliver 
efficiencies over time. 

3.5 As regards operational financial management, the Council received an unqualified 
opinion on their 2017-18 accounts with no significant weaknesses identified in the 
underlying key financial systems or financial controls. 

3.6 A Corporate Brexit Preparedness Group has been established to assess the potential 
impact of Brexit with particular focus currently being given to a potential ‘No deal’ and 
likely impacts on the work force and on supplier continuity.  There remains a high 
degree of uncertainty surrounding a number of the UK and Scottish Government 
planning assumptions but where it is considered appropriate and/or cost-effective, 
actions are being progressed to mitigate risks. 

___________________________________________________________________ 

4. Equality and Diversity 

 Fairer Scotland  No relevant issues identified 

 Equality Impact Assessment There are no impacts relevant to this report 

___________________________________________________________________ 

  



 

 
5. Implications 

5.1 Financial Impact  None identified 

5.2 HR/Policy/Legislative Impact There are no impacts relevant to this report 

5.3 Environmental Impact There are no impacts relevant to this report 

5.4 Risk Impact Any weaknesses or deficiencies in the Council’s 
arrangements could result in a failure to deliver 
Best Value and/or to achieve planned outcomes. 

 

 
6. Measures of success 

6.1 The Council has adequate, effective and sustainable financial management 
arrangements to enable it to support the delivery of best value services and the 
Council’s strategic priorities and ambitions. 

 

Ken Adamson, Audit and Risk Manager 
For further information please contact Ken Adamson, Audit and Risk Manager on 01698 302188 

 



 

Appendix 1 Local government financial overview 2017-18: Scrutiny tool for councillors 

This toolkit is designed to provide councillors with examples of questions they may wish to consider, helping them consider how informed they are of their 
council's financial position to support them to scrutinise financial performance. 

Questions for councillors to consider 
What do I know and do I need to 
ask further questions? 

Financial planning and budgets  

1. Does your council have a long-term financial strategy (ten years or more) that reflects the anticipated changes in 
demographics and demands on services?  

 

2. Do medium and long-term financial plans include a range of potential funding and financial scenarios?  

3. What is your council's financial position? What particular challenges does the council face?  

4. What new financial pressures are there for 2018-19 and 2019-20 and how much will these cost?   

5. How do you engage with the budget setting process and ensure you have the opportunity to influence the 
development and content of a strategic budget? 

 

6. How does annual budget setting link to medium and long-term financial planning in your council?  

Savings and transformation plans  

7. Does your council have a savings plan? What are the options to close future funding gaps? How well are you kept 
informed about progress in delivering those savings?  

 

8. Which service areas are under the most pressure to make savings? What impact will savings have on the delivery 
of services and outcomes for service users, the wider community and the local economy? What are the potential 
risks?   

 

9. Does your council have transformation plan? Does it clearly set out the aims and objectives and how and when 
these will be achieved?  

 

10. Does the transformation programme of work aim to make positive change to improve outcomes for communities?  

Is it about seeking opportunities to do things differently to maintain or improve performance or is the focus only 
on make savings?   

 

  



 

Appendix 1 Local government financial overview 2017-18: Scrutiny tool for councillors (continued) 

Questions for councillors to consider 
What do I know and do I need 
to ask further questions? 

Savings and transformation plans (continued) 

11. Are projects within the transformation programme achieving their aims in terms of service quality, performance and 
cost? 

 

12. How effectively are you engaged and informed about the council’s transformation programme and kept informed 
about progress? 

 

13. Are detailed options appraisals or business cases set out for changes to services planned within transformation 
activity? 

 

Reserves 

14. What is the Council’s reserves policy?  

15. What have reserves been used for in recent years?  Supporting services and bridging the funding gap or 
transforming services?  

 

16. What are the different types of usable reserves your council holds?  Do you know what these can be spent on?  

17. What is the likely use of unearmarked reserves for 2018-19? How does the remaining unearmarked reserve 
compare to forecast funding gaps? 

 

18. What are the plans for using the different reserve funds in 2019-20 and beyond?  Are these plans appropriate and 
reasonable?   

 

19. Is it clear that the reserves are needed for the purposes they are assigned?  Are the reserves sufficient for those 
purposes?  Could the reserves be better used for something else?    

 

Levels of debt and affordability  

20. What is the council’s current debt position?  Do you have clear information about the potential need for future 
borrowing when agreeing authorised borrowing limits? 

 

21. What share of the council’s budget is taken up with interest payments and debt repayment?  

22. What proportion of the council’s debt is linked to inflation or at fixed rates?  What does this mean for longer term 
affordability?   

 

  



 

Appendix 1 Local government financial overview 2017-18: Scrutiny tool for councillors (continued) 

Questions for councillors to consider 
What do I know and do I need 
to ask further questions? 

Budget outturn reports and management commentaries 

23. Do budget monitoring reports clearly explain financial performance against plans and any changes to plans, 
including the reasons for change? 

 

24. Does the management commentary clearly explain the council’s financial performance and the changes to plans 
and reasons for those changes? 

 

Financial scrutiny  

25. What additional training would you like to receive to develop your knowledge and skills for financial scrutiny?  

Charging for services 

26. Does your council have a charging policy?  Is this in line with corporate plans and objectives?  When was this last 
reviewed? 

 

27. Do you receive sufficient information about the potential impact on the service and the wider community when 
making decisions about changing fees and charges?  

 

28. What information do you need to be able to explain increases in fees and charges to your constituents?  

Integration joint board 

29. What is the IJBs financial position?  Is it financially sustainable?  

30. What are the levels of reserves held by the IJB?  Are these in line with the IJB’s reserve policy?  

31. What does the IJBs financial position mean for the council and for the delivery of services?   

EU withdrawal 

32. What planning and measures has your council undertaken in preparation for EU withdrawal?  

33. What are the risks and potential impacts of EU withdrawal for the function of your council and for the communities 
of your council area? In terms of workforce, regulation and funding.  

 

 

 


