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Bob Doris MSP 12 December 2017 
Convener 
Local Government and Communities Committee 
T3.60 
The Scottish Parliament 
EDINBURGH 
EH99 1SP 
 
By email 
 
Dear Mr Doris 
 
Local government in Scotland: Financial overview 2016/17 
 
Thank you for your letter of 29 November 2017 following our session with the Committee on 29 
November when it considered our Financial Overview 2016/17. At that meeting we committed to 
providing further information to clarify some of the points discussed. This information is set out below. 
 
Clarification on paragraph 68 
 
As you now know, we identified an error in our report relating to councils' additional income from council 
tax reforms. The Controller of Audit wrote to you on 4 December to explain the situation. We have 
updated the report to reflect this and have published the explanatory letter on our website. 
 
Further information on funding/budget streams 
 
As part of its budget scrutiny the Committee expressed interest in understanding the overall spending 
power of councils. Exhibit 1 of our report sets out the full range of income that is available in local 
government. The majority of councils' funding comes through grants from the Scottish Government and 
the funding in 2016/17 is shown in Exhibit 2 of our report, along with the additional resource available to 
fund IJBs. Further information on what makes up the local government settlement for 2016/17, including 
the various funding streams by council, is contained in the Local Government Finance Circular 1/2017.  
 
Council tax income is clearly another key source of income to councils and we indicate the overall 
proportion of income attributable to council tax in 2016/17 in Exhibit 1, with the additional amounts due in 
2017/18 in Exhibit 19. Councils also generate spending power through charging for services. Due to 
accounting changes the income from charging is no longer identifiable through annual accounts. 
However, we estimated income from charging in our report in advance of Local Government Finance 
Statistics for 2016/17 being published in early 2018. As shown in Exhibit 1, councils also generate income 
from housing rents and we identify this separately, as that money is only available for spending on council 
housing services. We have provided more information on council's housing finances in our Housing 
Revenue Account 2016/17 supplement, published alongside our Financial Overview 2016/17. 
 
Clarification on Exhibit 23 
 
You asked for clarification regarding Exhibit 23 and the extent to which it takes account of Scottish 
Government funding to IJBs. The calculations used for the scenarios do take the additional £357 million 
IJB funding in 2017/18 into account. As we explained to the Committee at the meeting, the purpose of 
this exhibit is to illustrate what the impact on council funding gaps would be if various income and 
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expenditure scenarios are played out. The illustrative figures in the exhibit are based on councils' 
budgeted net revenue expenditure in 2017/18 and their budgeted income from general government grant 
and taxation.   
 
I hope this further information clarifies the areas in our Financial Overview 2016/17 that the Committee 
had further interest in. 
 
Yours sincerely 
 

 
 
Paul Reilly  
Secretary to the Commission 


