Directorate for Local Government and Communities
Local Government & Analytical Services Division

T: [redacted] The Scottish
E: (Redacted) Government
By email to:

Directors of Finance of Scottish Local Authorities

Copy to: (Redacted) , Head of Managing Flood Risk Team, Scottish
Government

Our ref: A13214115
Date: 20 January 2016
Dear Director

DISTRIBUTION OF THE FLOODING COMPONENT OF THE GENERAL CAPITAL GRANT
2016-17

| am writing to advise you that from 2016-17 the distribution methodology for allocating the
flooding component of the General Capital Grant (GCG) will change. This change has been
agreed between COSLA and the Scottish Government.

The new distribution methodology takes account of Local Flood Risk Management (FRM)
Plans required to be produced in accordance with the Flood Risk Management (Scotland)
Act 2009. The distribution methodology agreed to is that 80% of the flooding component is
allocated to large scale schemes and 20% is allocated to all 32 local authorities to contribute
to other flood risk management projects.

Distribution of the 20%

The 20% will be distributed on a needs based methodology. The distribution will be on the
basis of the potential economic damages derived from residential and non-residential
properties (including emergency services and vehicle damages) in each Potentially
Vunerable Area (PVA), but excluding any properties associated with fluvial and coastal Flood
Protection schemes (as these will benefit from the 80% funding element).

Distribution of the 80%

The 80% will be distributed to schemes reflecting the priority placed on any Flood Protection
scheme in the Flood Risk Management Strategies published by the Scottish Environmental
Protection Agency (SEPA) in December 2015.

There is no de minimus value set for any scheme. The invervention rate is 80% of eligible
scheme costs. An eligible scheme cost is expenditure on a scheme which a council can
capitalise in accordance with proper accounting practices. The 80% intervention rate covers
all prior years’ eligible costs.
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We recognise that the priority placed on a scheme and the expenditure profiles for any
scheme will not fit exactly with the funding available each year. To enable us to allocate the
flooding grant component of GCG we require each council with a scheme listed on SEPA’s
Strategy to provide us with an expenditure profile for that scheme. To facilitate the collection
of this information a spreadsheet accompanies this letter setting out the schemes on the
SEPA Strategy in priority order. This includes the value of any scheme reflected in the SEPA
Strategy. However, it may be that some of those costs will not be eligible for funding, and
that some of the schemes will straddle two flood risk management planning cycles and so all
of the costs will not be allocated in the financial years up to 2021. For that reason, there is an
additional column for the estimated eligible costs for future years. Those Councils with
schemes listed in the accompanying spread sheet are asked to indicate the estimated
eligible cost for any scheme, and to profile that estimated cost over the financial years
requested.

Schemes which have previously received funding will not be eligible for the 80% funding but
will be able to use the 20% distribution to contribute to the funding of these schemes. Those
schemes that are not eligible for funding have been identified in the spread sheet.

At this time we plan to allocate grant to projects based on the profile of expenditure provided
by councils. However, the allocation for any scheme at this time is provisional. Scheme
costs will change as more detailed work is undertaken to progress a scheme. Following the
previous approach to funding schemes a council will receive grant at 80% of eligible costs,
but cost increases will not receive grant funding. At this time no decision has been taken as
to when scheme costs are considered fixed for grant purposes. We will provide further
advice on this when we issue the grant allocations.

Grant allocations will be made for a scheme and not just a financial year. The initial
allocation will be based on the amount available for distribution in 2016-17, recognising that
those schemes allocated grant take first call on the flood component of the GCG in future
years. This means that many of the schemes listed will not receive any grant offer/allocation
in 2016-17. However, we still require an expenditure profile for each scheme to enable us to
manage the grant allocation process and to understand the call on the grant in future years.

| would be grateful if you could submit your return as soon as possible but no later than
29 January 2016.

Yours sincerely

[redacted]

(Redacted)
Scottish Government
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Directorate for Local Government and Communities
Local Government and Analytical Services Division

T: [redacted] The Scottish

E: (Redacted) Government
Riaghaltas na h-Alba

By e-mail
To: Local Authority Directors of Finance

Our ref: A14411400
18 July 2016

Dear Director of Finance
GENERAL CAPITAL GRANT-FUNDING FLOOD PROJECTS

The grant offer made to councils on 9 March 2016 included an undistributed amount. The
methodology for the distribution of this component of the grant, being for flood schemes, has
now been agreed by both COSLA Leaders and Scottish Ministers.

The allocation of the flood component is to be distributed as follows:

e Based on the SEPA prioritisation of flooding schemes and works set out in the Flood
Risk Management Strategies.

e There is no de minimus threshold for funding.

e The grant intervention rate is 80%. The grant will be fixed at 80% of costs when
scheme costs are confirmed after tender acceptance. Should the final cost be lower, a
council will be required to return any excess of grant which exceeds the 80%
intervention rate. If final costs are higher no additional grant is payable.

e Grant is only payable on eligible costs, eligible cost being those costs which are
capitalised in accordance with proper accounting practices.

There are 40 eligible schemes on SEPA’s prioritised list, which was published in December
2015. For each eligible scheme, the relevant council has provided the Scottish Government
with a cost profile for that scheme. The allocation of grant for 2016-17 is based on the
expenditure profiles provided. The value of grant available for 2016-17 is sufficient to
provide grant aid at 80% for both prior years’ costs and expenditure profiled for 2016-17. The
remaining grant available in 2016-17 has been allocated to the priority 1 scheme in
accordance with the agreed distribution methodology.

In future the expenditure profile for the various flood protection schemes is unlikely to match
exactly the funding available in that financial year. Lower priority schemes may not therefore
receive grant funding in the year the expenditure is incurred, but in a later year.

To try, as far as possible, to match funding to need, in this case the expenditure forecast for
each year, councils will be asked to update their cost profiles each year. This will inform the
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next year’s allocation and provide indicative allocations for the remainder of any spending
review period.

Future grant will be allocated to that years cost profile in the priority order. Any grant that
remains after this allocation will be allocated to lower priority projects which incurred
expenditure but did not receive funding in prior years. For any year where grant remains
after this allocation, this will be allocated according to need and reflect actual spend to date

for individual projects.
Funding assurance

The annual grant offer letter will include the allocation for flood projects for that financial year
only. This letter is to advise councils that all 40 eligible schemes in the first flood risk
management planning cycle will receive full grant funding, based on the criteria set out
above, subject to the caveat that these remain viable projects.

To provide a funding assurance it has been agreed that the value of the flood component of
the capital grant within the local government settlement is set at a minimum of £42m per
annum per year until the 40 projects prioritised in the first cycle are funded, subject to the
caveat that these remain viable projects.

Grant offer 2016-17

Annex A sets out the grant awards for 2016-17. Councils with grant awards will be sent a revised
General Capital Grant offer letter.

Should you have any queries please do not hesitate to contact me.

Yours faithfully

(Redacted)

(Redacted)
Head of Local Authority Accounting
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2016-17
Priority [Council Scheme £m

1|Falkirk Council Grangemouth FPS 1.978
2[Dundee City Council Broughty Ferry 0.788
3|Inverclyde Council Inverclyde FPS - Glenmosston Burn 0.020
4|Inverclyde Council Inverclyde FPS - Coves Burn 0.320
5[/Dundee City Council Dundee 4911
6|Orkney Islands Council Kirkwall 1.388
7|Perth & Kinross Council Comrie 0.603
8|Fife Council Kinness Burn 0.000
9|Inverclyde Council Inverclyde FPS - Bouwerie Burn 0.016
10{North Ayrshire Council Millport Coastal 0.280
11|East Lothian Council Musselburgh 0.376
12|North Ayrshire Council Upper Garnock FPS 1.400
13[East Dunbartonshire Council  |Park Burn 0.180
14{Combhairle nan Eilean Siar South Fords 0.320
15|Argyll & Bute Council Campbeltown 0.080
16{Scottish Borders Council Hawick 1.342
17{Angus Council Arbroath 2.003
18[{Dumfries & Galloway Council |Dumfries/ River Nith/ Whitesands FPS 1.360
19[Perth & Kinross Council Milnathort 0.159
20| The Highland Council Smithton and Culloden 1.338
21|Dumfries & Galloway Council |[Stranraer work item 4 &6 0.000
23| The Highland Council Caol and Lochyside 0.716
24|Dumfries & Galloway Council [Langholm 0.056
25|Dumfries & Galloway Council |Newton Stewart/ River Cree 0.120
26|Glasgow City Council White Cart Water Phase 3 0.400
27|East Ayrshire Council New Cumnock 0.880
28|Perth & Kinross Council South Kinross 0.038
29|West Dunbartonshire Council |Gruggies Burn 0.000
30|North Ayrshire Council Mill Burn Millport 0.000
31|Highland Council Drumnadrochit 0.243
32|Aberdeenshire Council Stonehaven 3.031
33|Aberdeenshire Council Huntly 3.888
34|Perth & Kinross Council Scone 0.013
35]Stirling Council Bridge of Allan 0.504
37|East Lothian Council Haddington 0.320
38|Moray Council Newmill 1.480
39|Glasgow City Council Camlachie Burn 0.160
40(Stirling Council Stirling 0.400
41 |Inverclyde Council Quarrier’s Village 0.016
42|Stirling Council Callander 0.252
Total 31.379
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