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Report To: Inverclyde Council Date: 3 December 2020
Report By: Corporate Director Report No:  1C/06/20/MM
Environment, Regeneration and
Resources
Contact Officer:  Martin McNab Contact 01475 714246
No:
Subject: Withdrawal from the European Union - Update
PURPOSE

The purpose of this report is to update the Council on the current risks arising from the UK's
withdrawal from the European Union.

SUMMARY

Members will be aware that the UK formally withdrew from the European Union at the end of
January this year. Since then negotiations have been ongoing between the UK and the EU on a
future trade deal. The UK is subject to transitional arrangements up until December 31 this year.

If a deal is not reached, the transitional arrangements will end and the UK will be trading with the
EU on World Trade Organisation (WTO) terms.

The Council's Crisis & Resilience Management Team (CRMT) met on 9 November to consider
the risks arising from a no-deal EU Exit and update the risk register. It had been hoped at that
meeting that we would be in a position where we had a definitive answer regarding the status of
negotiations. By this point however, this remains unknown at the time of writing.
RECOMMENDATION

That Members note the contents of this report.

That a report is brought back to the February 2021 meeting of Inverclyde Council updating on the
short-term outcome of withdrawal.

Martin McNab
Head of Public Protection & Covid Recovery
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6.1

BACKGROUND

The UK formally left the EU at 11 pm on 31 January 2020. Since then however the UK has been
subject to transitional arrangements maintaining the status quo while negotiations proceed on a
future trade agreement. These transitional arrangements end on 31 December 2020 following
which, if a deal has not been concluded, the UK will revert to dealing with the EU on World Trade
Organisation (WTO) terms.

In the run up to the various EU withdrawal deadlines in 2019, a risk register was produced
outlining the risks of a “no-deal Brexit” to Inverclyde. Officers have reviewed this and are confident
that the individual risks identified remain valid. Obviously these have since been overlain by the
impacts of COVID-19 which will have an effect on the overall resilience of communities and the
economy. The current Risk Register is attached at Appendix 1.

Members will also recall that the Scottish Government produced an assessment of Local Level
Brexit Vulnerabilities in October 2020. At the time, 35 of the 114 data zones in Inverclyde featured
in Decile 1 to 3 of the vulnerability rankings, mainly on the basis of income deprivation. Obviously
since this was produced, the SIMD data has been updated together with the COVID-19 pandemic.
There have been no new assessments since the October study.

PLANNING FOR A NO DEAL SCENARIO

Planning continues both within Inverclyde and nationally to deal with the possibility of a ‘no deal’
Brexit. The corporate arrangements for this remain as previously reported to the Committee.

The Council’'s Resilience Management Team (CRMT) met in November 2020 and considered the
Council’'s risk assessment for a no-deal scenario. In general the risks were found to be little
changed from those pertaining in 2019 however they are clearly now overlain with the impact of
the Covid-19 pandemic. Workshops have been held with other authorities in the Joint Civil
Contingencies arrangements to look at the impact of a no-deal EU exit occurring concurrently with
the ongoing pandemic response.

The process of planning across Scotland has obviously been affected by the ongoing process of
negotiations. At the time of writing this report, we are still awaiting the updated EU Exit
Contingency Plan. This situation obviously affects planning for either a No-deal EU EXxit or an exit
with a limited deal and is obviously complicated further by the need to plan for concurrent risks.

Members may be aware of current issues around the replacement of EU programmes between
the Scottish Government and the UK Government. These programmes were previously funded on
a seven year basis to allow long-term planning. At this stage there is a lack of clarity on funding
periods for replacement programmes such as the Shared Prosperity Fund, obviously complicated
by the Chancellor's one year funding review. There is also an issue around subsidiarity with
concerns from the Scottish Government that previously devolved funding programmes will now be
managed at a UK level. A letter from the Scottish Cabinet Secretary for Finance to the Chancellor
of the Exchequer is attached at Appendix 2.

IMPLICATIONS
Finance

There are no immediate financial implications arising from this report.

Cost Budget Budget Proposed Virement Other
Centre Heading Years Spend this | From Comments
Report
£000
N/A




Annually Recurring Costs/(savings)

Cost Budget With effect | Annual net | Virement Other
Centre Heading from impact From Comments
£000
N/A
6.2 Legal

There are no immediate legal issues arising from this report.
6.3 Human Resources

There are no immediate HR issues arising from this report.

6.4 Equalities

(@) Has an Equality Impact Assessment been carried out?

YES (see attached appendix)

NO - This report does not introduce a new policy, function or strategy or
X recommend a substantive change to an existing policy, function or strategy.
Therefore no Equality Impact Assessment is required.

(b) Fairer Scotland Duty
If this report affects or proposes any major strategic decision:-

Has there been active consideration of how this report’s recommendations reduce inequalities of

outcome?
YES — A written statement showing how this report’s recommendations reduce
inequalities of outcome caused by socio-economic disadvantage has been
completed.
X NO

(c) Data Protection

Has a Data Protection Impact Assessment been carried out?

YES - This report involves data processing which may result in a high risk to the
rights and freedoms of individuals.

X NO

6.5 Repopulation
There are no impacts on repopulation arising from this report.
7.0 CONSULTATIONS

7.1 The Corporate Management Team has considered this report and the current risk register.



8.0 BACKGROUND PAPERS

8.1 Withdrawal From the European Union, Environment & Regeneration Committee March 2018
ENV018/19/MM

Withdrawal from the European Union - Update, Environment and Regeneration Committee
August 2019 ENV043/19/MM

Withdrawal from the European Union - Update, Environment and Regeneration Committee 17
October 2019 ENV050/19/MM

Withdrawal from the European Union - Update, Environment and Regeneration Committee 31
October 2019 ENV049/19/MM

Withdrawal from the European Union - Update, Environment and Regeneration Committee
January 2020 ENV009/20/SA/MM

Withdrawal from the European Union - Update, Environment and Regeneration Committee
August 2020 ENV025/20/MM
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APPENDIX 2

RUnaire a’ Chaibineit airson lonmhas G ‘ Scottish Government
Ceit Fhoirbheis BPA > 4
Cabinet Secretary for Finance A gov.scot

Kate Forbes MSP

T: 0300 244 4000
E: scottish.ministers@gov.scot

Rt Hon Rishi Sunak MP
Chancellor of the Exchequer
1 Horse Guards Road
London

SWI1A 2HQ

23 November 2020
Dear Rishi,

Ahead of the UK Government’s Spending Review announcement on 25 November, | would
like to put on record the Scottish Government’s serious concerns in relation to the replacement
of EU programmes funding.

| echo my Welsh counterpart’s disappointment that the Chief Secretary to the Treasury’s letter
of 13 October did not address our concerns about the way in which the UK Government is
proposing to replace EU funding, with insufficient consideration of Devolved Administration
(DA) views.

We have been clear and consistent in our position that we expect full replacement of EU funds
from the end of December to ensure no detriment to Scotland’s finances, and we expect the
UK Government to fully respect the devolution settlement in any future arrangements. This is
in line with promises made during, and following, the EU referendum campaign, that Scotland
would not be worse off as a result of EU Exit.

| am deeply concerned that | am yet to see any evidence that the UK Government are
committed to replacing EU funding in full. A clear example of EU funding not being replaced in
full is rural support. A paper shared between Her Majesty’s Treasury (HMT) and DA Finance
officials on 25 September set out the proposal to replace Common Agricultural Policy funding,
purportedly meeting the 2019 Conservative manifesto commitment to guarantee the current
annual budget to farmers in every year of the next Parliament. This funding, as | set out with
Fergus Ewing MSP in our letter of 23 October, fails to meet our expectations and in several
areas brings us short of what is required to match lost EU funding.

Another key concern is the continued lack of engagement my officials have had, where in
some cases Whitehall Departments even in recent days continue to refuse to share
information crucial to our own preparations.
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The lack of meaningful engagement has been evident across a number of programmes
including fisheries, structural funds, and competitive programmes such as Erasmus Plus and
Horizon Europe.

On fisheries, my officials continue to wait for sight of a paper from HMT that was promised in
late September. Contrary to early discussions with Defra, HMT have indicated that the
replacement for EU funding will not be available immediately following the end of the
Transition Period, leaving a gap from January to March 2021. It is our understanding that the
UK Government’s commitment was to meet the multi-year replacement of the European
Maritime and Fisheries Fund. Such funding will be available to support competing seafood
businesses, the marine environment and coastal communities within the EU. It is therefore
crucial that the UK Government provides the necessary multi-year funding from the start of
2021 and this should not be offset against any financial compensation that may form part of a
fisheries agreement with the EU that is currently being negotiated.

In relation to structural funds, the UK Government’s proposed Shared Prosperity Fund (SPF) is
set to replace European Structural Funds post-EU Exit, however we are just over a month
away from the end of the Transition Period and the UK Government has failed to meaningfully
engage with us. As you know, regional economic development policy is a matter of devolved
competence. As a result, we have consulted with our stakeholders to develop concrete
proposals on how future funding for this purpose should be deployed. The delays and lack of
clarity threaten years of hard work we have undertaken with stakeholders across Scotland to
develop new arrangements. It also runs the real risk of undermining our efforts to support
economic development in Scotland.

We published Scotland’s position on the replacement for structural funding earlier this month.
In the past these have been funded by a 7-year European Multiannual Financial Framework.
The structural funding, including European Territorial Cooperation, must be replaced in full in
regards to funding, scope and governance. Funding should be spread over a duration of at
least five years to enable recipients of these valuable funding streams to achieve any real
impact.

On competitive programmes, our very strong preference is to continue fully funded
participation in EU programmes. We are very concerned that, on programmes that relate to
devolved interests, UK Government is currently assessing the VFM case for participation with
no involvement from Devolved Governments. The lack of funding clarity and engagement also
continues to be evident across the work on potential replacements of competitive programmes.
One of several examples of this is in relation to the proposed replacement scheme for
Erasmus Plus, currently being developed by Department for Education (DfE) officials. My
colleague Richard Lochhead MSP wrote to Michelle Donelan MP on 17 September, giving
conditional consent to the DfE proposal, with several caveats. None of the concerns raised
have since been addressed, and the separation of the business case for the scheme into the
preferred options of HMT, DfE, and then the DAs, implies a pre-judged outcome for this
process; namely that HMT’s preferred option will be chosen, or at least a scenario that falls
short of what is required, and was promised, leading to the launch of a deficient, reduced,
poorer imitation of Erasmus Plus should negotiations fail.

My concerns are only exacerbated by provisions in the draft Internal Market Bill and the
decision to reduce the Spending Review to a single year.
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The Internal Market Bill represents a clear assault on our devolved spending powers. The
provisions presume Whitehall control over the delivery of EU programme funding
replacements in Scotland, which Scottish Ministers have delivered successfully for decades.
Any attempt to bypass the Scottish Parliament or Government would be unacceptable. The UK
Government have so far offered no explanation on why these powers are required.

Finally, a 1-year Spending Review creates significant planning uncertainties for all
programmes after the Transition Period which have been funded by a 7-year European
Multiannual Financial Framework in the past, and will be again for the 2021-27 period. This
decision moves us further away from an understanding of how the UK Government will meet
its manifesto commitments on farming, fisheries and structural funds.

It is vital that the UK Government meets its commitment to fully replace EU funding streams
and engage meaningfully with the Devolved Administrations to ensure that any decisions fully
respect the devolution settlement. | join Rebecca Evans in seeking your commitment to work
with the Devolved Administrations to strengthen co-operation across our four nations on areas
of shared interest and to ensure the post-EU UK fiscal arrangements operate transparently
and in a way that is fair to all parts of the United Kingdom.

| have outlined a number of concerns above and | would welcome your response to these as a
matter of urgency, especially where the Spending Review does not address them in full.

| am copying this letter to the Cabinet Secretary for Constitution, Europe and External Affairs,
the Welsh Minister for Finance and Trefnydd, and the Northern Ireland Minister of Finance.

KATE FORBES
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