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Summary 
The Council receives an annual Settlement Funding Assessment (SFA) from the 
Government, which is composed of Revenue Support Grant (RSG), Business Rates 
Top-up Grant and the Government’s estimate of the Council’s share of the Business 
Rates income raised in Rotherham.  On 9th February 2016, the then Secretary of 
State for the Department for Communities and Local Government, Greg Clark MP, 
announced the Final Local Government Finance Settlement for 2016/17.  The 
settlement included indicative funding allocations for the subsequent three financial 
years up to and including 2019/20 and confirmed that the Government would offer 
any council wishing to take it up, a Four-year Funding Settlement running from 
2016/17 up to 2019/20.  
 
The central element of the indicative funding allocations is the RSG projections for 
the next 3 financial years.  The Council’s Medium Term Financial Strategy (MTFS) 
assumes significant reductions in RSG (which is planned to be phased out in 2020 
with the introduction of 100% Business Rates Retention). The indicative allocations 
suggest that accepting the Four Year Offer could provide some £9m additional RSG, 
subject to there being no other changes in resource levels.  These additional 
resources have been assumed in the updated MTFS that was approved by Cabinet 
on 11th July.   
 
The Four Year Offer (the Offer) is not without caveats: allocations may change in 
light of “unforeseen events” and it does not include potential changes to several 
significant funding streams (e.g. Public Health, the Improved Better Care Fund and 
New Homes Bonus which, by 2019/20 would together be worth, more than double 
the guaranteed RSG).  Substantial changes in the Business Rates System including 
the 2017 Rates Revaluation are also not reflected in the settlement figures within the 
Offer. 



 
The Government’s stated intention is to phase out government grant funding and 
move towards 100% Business Rates Retention from 2020.  As part of this process, 
authorities will be expected to take on new responsibilities to match the additional 
rates resources they will retain.   
 
Authorities wishing to accept the Offer have until 14th October 2016 to respond but 
will need to submit an “Efficiency Plan”.  Although the format and content of the 
Efficiency Plan are not prescribed, best practice suggests that a short 2–4 page 
narrative based on the Council’s MTFS with clear links to the Corporate Plan, 
Transformation Plan, Asset-Management Plan etc., would be appropriate showing 
how a four-year settlement will bring about opportunities for further savings, generate 
additional income and support financial sustainability.  The DCLG. will judge each 
Plan on its merits.  
 
Mr Clark’s letter and annex made clear that those councils that chose not to accept 
the offer, or which do not qualify, will be subject to the existing yearly process for 
determining the local government finance settlement with the associated uncertainty.  
Future levels of funding will not be guaranteed and “could be subject to additional 
reductions dependant on the fiscal climate”.   
 
It is proposed that Rotherham MBC accept the Four Year Settlement Offer and that 
an Efficiency Plan is prepared for approval by the Council Leader and Chief 
Executive and submitted to DCLG by the deadline of 14th October 2016.   
 
Recommendations 
 
1. That approval be given to submit a request for a Four Year Settlement to the 

Government. 
 

2. That approval be given to the preparation of the required Efficiency Plan.  
 

3. That authority be delegated to the Leader of the Council and the Chief Executive 
to sign off the Council’s Efficiency Plan for submission to the DCLG by the 
deadline of 14th October 2016.   
  

List of Appendices Included.   
None  

Background Papers 

• Final Local Government Finance Settlement 9th February 2016 

• Letter and Annex from Secretary of State 10th March 2016 

• Medium Term Financial Strategy 2016/17 – 2019/20 Cabinet Report 11th July 
2016  

 
Consideration by any other Council Committee, Scrutiny or Advisory Panel 
This report may be considered by Overview and Scrutiny Management Board.   
 
Council Approval Required   
No 
 
Exempt from the Press and Public  
No  
  



Title Response to the Government’s Four Year Settlement Offer  
 
1. Recommendations  
 
1.1 That approval be given to submit a request for a Four Year Settlement to the 

Government. 
 

1.2 That approval be given to the preparation of the required Efficiency Plan.  
 

1.3 That authority be delegated to the Leader of the Council and the Chief 
Executive to sign off the Council’s Efficiency Plan for submission to the DCLG 
by the deadline of 14 October 2016.   

 
2. Background 
  
2.1  Funding from Government - The Council receives an annual Settlement 

Funding Assessment (SFA) from the Government, which is composed of 

Revenue Support Grant (RSG), Business Rates Top-up Grant and the 

Government’s estimate of the Council’s share of the Business Rates income 

raised in Rotherham.  The MTFS which was approved by Council in March 

2016, included the working assumption that the Council will have to manage a 

reduction in its government funding allocation of on average 9% a year for the 

years 2016/17 to 2018/19 – a 27.2% reduction overall.   

 

2.2 On 9th February 2016, the then Secretary of State for the Department for 

Communities and Local Government, Greg Clark MP, announced the Final 

Local Government Finance Settlement for 2016/17.  As well as 2016/17 

allocations the Settlement included indicative funding allocations for the 

subsequent three financial years up to and including 2019/20.   

 

2.3 It was also confirmed that the Government would offer any council wishing to 

take it up, a Four-year Funding Settlement running from 2016/17 up to 2019/20 

(the Offer).  Authorities wishing to accept the Offer have until 14th October 2016 

to respond but will need to submit an “Efficiency Plan” with their request.  The 

Efficiency Plan should show how a four-year settlement will bring about 

opportunities for further savings and deliver benefits for the Council and 

community.  No further details on how the Offer would work were provided in 

the Settlement.    

 
3. Key Issues 
 
3.1  On 10th March 2016 the then Secretary of State for Communities and Local 

Government sent a letter and annex to authorities.  This confirmed the terms of 

the Four Year Settlement Offer and provided further information for authorities:  

 

• This is expected to be the only time in the course of the current 
Parliament that a multi-year settlement will be offered;   

 



• The deadline for applying for the Offer is 5pm on Friday 14 October 2016 

an authorities should apply by email or letter, together with a link to an 

efficiency plan to MultiYearSettlements@communities.gov.uk.   

 

• The Offer covers the figures for Revenue Support Grant (RSG) 

Transitional Grant; and Rural Services Delivery Grant provided in the 

Final Local Government Finance Settlement published on 9th February.    

 

3.2 Although the Council has made no decision as yet on whether to accept the four-

year offer, the table below sets out the projections for RSG from the Indicative 

Settlement figures released in February and the projections within the Council’s 

Medium Term Financial Strategy (MTFS) covering the 3 Years 2016-2019 that 

was approved as part of the 2016/17 Budget Strategy.   

 

Revenue Support Grant (RSG) 2016/17 

£m 

2017/18 

£m 

2018/19 

£m 

2019/20 

£m 

RSG Estimates 39.405 27.666 17.649 11.300 

Indicative Four-Year Settlement offer 

RSG  

39.405 28.943 21.923 14.857 

Difference  0.0 1.277 4.274 3.557 

 

 

3.3 As the table suggests, over the next 3 years, the indicative four year funding 

allocations would give the Council some £9.1m additional RSG resources 

over and above those that will be received if the Council does not accept the 

four year offer. The updated MTFS that was approved by Cabinet on 11th 

July included the figures from the Multi- year Settlement Offer in the 

financial planning assumptions.   

 

3.4 Although the Offer provides some certainty on the Council’s levels of RSG 

in the next 3 financial years, it provides less assurance about other 

government funding streams.     
 

3.5 The Multi Year Settlement does not cover – several other significant 

funding streams:     
 

• New Homes Bonus (NHB), which is at present under review.  Proposed 

changes to the grant regime include: reducing the length of payments 

from 6 years to 4 years; introducing a drag factor or minimum qualifying 

growth level of 0.25% pa.  Consultation on the proposals closed in 

March 2016 and the results are awaited.   Pending the publication of 

proposals the Council’s MTFS has been revised to include prudent 

assumptions of reduced funding levels– from £6.1m in the current 

financial year to around £3.2m in 2019/20.  

 

• Public Health Funding – Rotherham’s Public Health Grant allocation for 

2016/17 was £17.157m. A further £0.4m reduction is anticipated for 



2017/18 and national totals are expected to reduce by 2.6% a year in 

both 2018/19 and 2019/20 but firm details of allocations for later years 

are not known at this time.  

 

• Improved Better Care Fund – one of the reasons for the review of the 

NHB is to identify resources to part fund the Improved Better Care 

Fund.  Indicative allocations included with the Final Local Government 

Settlement suggested that Rotherham could receive:   

 

• 2017/18    £1.1m  

• 2018/19   £6.3m 

• 2019/20          £10.8m  

 

However, as details of the allocation method and terms and conditions 

associated with the fund are not currently known, the Council’s resource 

projections do not include any estimated additional income from this 

source.  

3.6 It is estimated that these grants would total around £29.9m in 2019/20, just 

over twice the guaranteed RSG of £14.9m in the indicative settlement, but 

at this stage no guarantees are offered in relation these resources.  

 

3.7 The Four Year Settlement offer does not include protection from:  

 

• The extra responsibilities and functions that might need to be 

accepted by local government as part of the move to 100% Business 

Rates Retention; 

 

• Future transfers of functions to or between local authorities; 

 

• The impact of mergers; and  

 

• Any other unforeseen events.  

 

3.8 Guidance has not been provided on the following:  
 

• The governance arrangements for the application for a Four-year 

Settlement Offer - in the absence of statutory or non-statutory guidance, 

councils will need to determine for themselves: who within the authority 

will make the decision as to whether the council should apply for a four-

year settlement, the degree of political involvement in making this 

decision; and who should submit the formal request.   In Rotherham’s 

case it is anticipated that any decision would rest with Cabinet this report 

seeks the approval of Cabinet to make the request.  The report also seeks 

approval for the sign off of the Efficiency Plan to be delegated to the 

Council Leader and Chief Executive.     



  

• Whether an authority which has asked for, and been given, a four-year 

settlement can subsequently withdraw from the arrangement and in doing 

so what the implications would be.   
 

• How fixed the indicative allocations are and what ‘unforeseen events’ might 

be.  This may not become clear until the Autumn Statement later this year, 

which will include the Government’s forecasts and Departmental Spending 

Plans.  

 

3.9 Not accepting the Four year Offer - The Secretary of State’s letter and annex 

stated that those councils that chose not to accept the offer, or which do not 

qualify, “will be subject to the existing yearly process for determining the local 

government finance settlement” with the associated uncertainty and impact on 

budget planning.     Future levels of funding will not be guaranteed and “could 

be subject to additional reductions dependant on the fiscal climate and the 

need to make further savings to reduce the (Government’s) deficit”.   
 

3.10 Efficiency Plans – if the Council is to accept the Four-year Settlement Offer it 

will need to have an Efficiency Plan.   No guidance has been issued by the 

Secretary of State on the content of Efficiency Plans “they should be locally 

owned and locally driven” and authorities are urged to collaborate with 

neighbours and partners and to link their Efficiency Plans into devolution deals.   

It is understood that each Council’s submission will be judged on its own merits. 

 

3.11 Best practice would suggest that the plan would be a short 2 – 4 page narrative 

founded on the MTFS.  Although the Efficiency Plan needs to be about more 

than just money, it also needs to have clear links to the Council’s Corporate 

Plan and other documents such as the Transformation Plan and Asset-

Management Plan (but councils will be free to decide how to compile their 

Efficiency Plan and which supporting documents that they choose to include).   

The Plan should recognise that the Authority is involved in key partnerships, 

and linked into devolution deals where appropriate such as progress towards 

an SCR Combined Authority.   

 
3.12 The cornerstone of the Efficiency Plan would be the Medium Term Financial 

Strategy (MTFS) for the full four years of the Offer setting out what the Council 

intends to do to address the challenge of financial sustainability and where it 

hopes to be at the end of the period demonstrating:  

 

• How a balanced Budget will be achieved ;   

• Plans to increase efficiency for the four year term;  

• How the greater certainty provided by the Four Year Settlement could bring 

about further savings;  

• The use  of incentives, assets and resources, including reserves 

• Clear targets, well defined outcomes, realistic projections, caveats for areas 

of uncertainty, contingencies to manage risk, and  



• The benefits of the settlement for the Council and  community 

 

3.13 The Efficiency Plan should include financial management modelling and a risk 

assessment around its delivery; this could also be submitted to evidence 

monitoring arrangements and mitigation plan but it should not simply be a 

stand-alone MTFS submission to DCLG but should be linked to key/existing 

public documents already put together by the Council, allowing the Council’s 

current plans and aspirations to be understood fully.   There is not, however, a 

defined list of documents that every council in the country is simply asked to 

submit.  As every council in the country is different, no two efficiency plans are 

likely to include the same issues and it is expected that each will be judged on 

its own merits. 

 
3.14 Political approval of plans is needed but in most cases, the Efficiency Plan will 

be based upon and reflect existing policies and published plans, which will 

already be in place.  Councils will be free to decide the approval process for 

their plans.  It is suggested in Rotherham’s case that the Efficiency Plan would 

be submitted jointly by the Council Leader and Chief Executive.  Best practice 

suggests that a sign off from the Chief Finance Officer could be incorporated to 

confirm that the Council will achieve and sustain a balanced budget position.  

 
3.15 It is intended that an Efficiency Plan consistent with the above requirements will 

be prepared for sign off by the Council Leader and Chief Executive prior to 

submission to the DCLG by 14th October.   

 
4.  Options considered and recommended proposal 
  
4.1  With respect to the Four-year Settlement Offer the Council has two options 

either to accept the Offer and submit and Efficiency Plan or to decline the Offer.   

4.2   Accepting the Offer – The Secretary of State indicated that this is expected to 

be the only time in the course of the current Parliament (which is expected to sit 

until 2020) that a Multi-year Settlement will be offered.  Accepting the Four Year 

Settlement offer would provide the Council with certainty as to the RSG it could 

expect to receive over the next 3 financial years and could offer protection from 

further reductions in resources.   

 

4.3    As set out above, (section 3.2) it is estimated that the Government’s offer would 

provide up to £9.1m additional RSG resources over and above those assumed 

if the council did not accept the offer.   In the longer term from 2020, the 

Government’s stated intention is to phase out government grant funding and 

move towards 100% Rates Retention with authorities expected to take on new 

responsibilities to match the additional rates resources, meaning such Multi –

Year Settlement Offers are unlikely.   

 

4.4   The only condition applying to the Multi-year Settlement Offer is that the 

Council would need to produce an Efficiency Plan.  

 



4.4  Not accepting the Offer - as stated, councils either choosing not to accept the 

offer or not qualifying will continue to be subject to the existing yearly process 

for determining the local government finance settlement with the related 

uncertainty.    These authorities’ future levels of funding will not be guaranteed 

and could be subject to additional reductions dependant on the fiscal climate 

and the Government’s deficit reduction plans, which would increase the 

financial challenge facing the Council   

 

4.5 Although the Offer does not cover several significant funding streams and does 

not reflect substantial changes in the Business Rates System, it is considered 

that  the benefits of accepting outweigh the risks of not doing so.  It is therefore 

recommended that Rotherham accepts the Government’s Four-Year 

Settlement Offer (as it is understood are most authorities including those in 

South Yorkshire).  

 

4.6 Accepting the Offer means that the Council will need to prepare an Efficiency 

Plan.  As this will be based upon the Council’s MTFS, which is being revised as 

part of the Budget process and  the recently approved Corporate Plan it is 

recommended that staff from the Council’s Finance and Policy teams 

collaborate in producing the Plan.    

 

5. Consultation 

5.1 The Secretary of State’s letter of March 10th urged authorities to collaborate in 

their submission and link Efficiency Plans with devolution deals where 

appropriate. The Council is working with Sheffield City Region partners to 

become a pilot region for 100% Rates Retention and as it is understood that the 

other South Yorkshire authorities are also likely to accept the Offer, will 

collaborate on linking their Efficiency Plans to the devolution proposals.   

6.  Timetable and Accountability for Implementing this Decision 

6.1  Authorities have until 14th October to accept the Offer.    

 

6.2  The current political insecurity and confusion may mean that a clear picture of 

the Government’s plans for local authority spending beyond this year may not 

be clarified until the announcement of the Autumn Statement in the late 

autumn, however it would seem prudent for the present to assume that the 

current timetable set out for the Offer will continue to apply.   

  

7. Financial and Procurement Implications  
 
7.1 In the Council’s case the Offer applies only to Revenue Support Grant.  

Comparing the Indicative Settlement figures within the Offer with the Council’s 

projections should it not take up the offer, indicates that additional RSG 

resources of £9.1m could be available to the Council in the next 3 financial 

years.  This has already been incorporated within the financial planning 

assumptions and the updated MTFS that was approved by Cabinet on 11th 

July.    



 

8.  Legal Implications 
 
8.1  None directly from this report. 
 
9.      Human Resources Implications 
 
9.1  None directly from this report. 
 
10.    Implications for Children and Young People and Vulnerable Adults 
 
10.1  None directly from this report. 

 
 
11     Equalities and Human Rights Implications 
 
11.1 The Council must be mindful of the potential impact on service users.  Section 

149 of the Equality Act 2010 in particular imposes an obligation on Members to 

have due regard to protecting and promoting the welfare and interests of 

persons who share a relevant protected characteristic (such as: age; disability; 

gender re-assignment; marriage and civil partnership; pregnancy and maternity; 

race; religion or belief; sex and sexual orientation). 

 
12.    Implications for Partners and Other Directorates 
 
12.1 None directly from this report. 
 
13.    Risks and Mitigation 
 
13.1 There remain caveats about what is covered by the Offer and the significant 

funding sources that are not protected: -  

• the Council’s Business Rates income will be affected by the results of the 

2017 Rates Revaluation and the changes to Small Business Rates 

announced in the Chancellor’s March 2016 Budget Statement;  

• Some funding streams are not covered by the Offer and there is 

considerable uncertainty about reform of the New Homes Bonus regime and 

the introduction of the Improved Better Care Fund from 2017. 

 

13.2 Nevertheless, the Four-year Settlement Offer provides some certainty with 

respect to levels of RSG.  Not accepting the Offer would leave the Council 

exposed to the possibility of further additional reductions in resources and as 

the Council would continue to be subject to the yearly local government finance 

settlement process, it could be more difficult to plan for such reductions.    

 

13.3 The Sheffield City Region Pilot of 100% rates retention, if agreed, would 

supersede this offer but this is not currently in place.   Accepting the Four-year 

settlement would, however provide a baseline for the guarantee requested by 

the City Region that participating in the pilot would not disadvantage individual 

authorities in terms of the resources available to them.  (Pilots are to be 



“without Detriment” to the level of resources currently available under the 

present local government finance regime).   A Four-year Settlement would also 

serve to lock in funding forecasts protecting them from further reductions.   

13.4  It is proposed that the Council continue to work with City Region Partners on 

the Devolution Pilot whilst preparing a request for a Four-year Settlement 

(including an Efficiency Plan).  This approach would allow the Council to keep 

its options open for the time being.  It is understood that the other South 

Yorkshire Authorities are intending to accept the Government’s Four-year 

Settlement Offer and do not regard the potential Business Rates pilot as an 

issue/problem in this regard.   

 

13.5 The intention is now for the SCR to complete and finalise its devolution 

proposals in August and it is anticipated that the City Region should know by 

the end of the summer whether its approach is acceptable.  Details of the 

devolution agreement will be worked up through the autumn and though to the 

2017/18 Local Government Finance Settlement.   

 

13.5  The outcome of the June 23rd EU Referendum has given rise to considerable 

political uncertainty.  The new Prime Minister and Cabinet may wish to review 

current policies on Local Government Finance and Rates Devolution Pilots in 

the light of revised economic forecasts in the wake of the decision to leave the 

EU.  Consequently, it is possible that the Four-year Settlement Offer and the 

Local Rates Retention Pilots may be withdrawn.  Alternatively, revised 

forecasts could be regarded as ‘unforeseen events’ and the Four-year 

Settlement Offer could be revised.  In either case, should this arise, the 

Council, like other authorities, will need to review its position.   

 

14.  Accountable Officer(s) 
 
 Anne Ellis – Strategic Finance Manager.  Telephone 22019   

 email anne.ellis@rotherham.gov.uk  

 

Approvals Obtained from:- 

Strategic Director of Finance and Customer Services: - Judith Badger   

 

Director of Legal Services: -   

 

Head of Procurement (if appropriate):- Not Applicable  
 
This report is published on the Council's website or can be found at:- 
 
http://moderngov.rotherham.gov.uk/ieDocHome.aspx?Categories 

 
 

 


