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Summary:

The Chancellor announced on the 24th May 2010 details of £6.2bn of cuts across the public sector in 2010/11.  The Secretary of State for Communities and Local Government made a further announcement on the 10th June 2010 detailing local government’s share of these cuts.  This report provides details of these cuts and the local government grants that will become unringfenced in 2010/11.

Recommendations:

(i) Executive is asked to note and comment on the proposed and actual reductions in funding and other announcements affecting for the Council in 2010/11.

(ii) Note that an addendum to the report will be circulated (as appendix 2) detailing the impact of 22 June budget on the Council.

(iii) Note the action to be taken to assess the impact of Government announcements to date and the budget of 22 June 2010 on the Council’s Capital Programme and Medium Term Financial Plan.
	Contact Officer:
	Peter Mason
	Ext:
	7270
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NEW GOVERNMENT ANNOUNCEMENTS AFFECTING COUNCIL BUDGETS, INCLUDING BUDGET OF 22 JUNE 2010
1. BACKGROUND INFORMATION
Since the General Election the new Government has been making almost daily announcements affecting Local Authority business.

1.1
Specifically the Chancellor announced on the 24th May 2010 details of £6.2bn of cuts across the public sector in 2010/11.  The Secretary of State for Communities and Local Government made a further announcement on the 10th June 2010 detailing local government’s share of these cuts.  This report provides details and implications of these cuts and other announcements affecting Local Government to date.

1.2
Contained within the £6.2bn are £1.166bn of cuts relating to local government.  These will be made in local government by reducing grants to local authorities.  There will be no reduction to Revenue Support Grant.

2. FINANCIAL IMPACT ON CARLISLE CITY COUNCIL

2.1
AREA BASED GRANT
The impact on Carlisle City Council of these cuts is an immediate reduction in the amount of Area Based Grant (ABG) that the Council will receive in 2010/11.  The Council’s budget set in February, anticipated that £105,000 ABG would be received.  This is to be reduced by £18,000 to £87,000 and represents a 0.2% reduction in our overall revenue grant settlement.

2.2
HOUSING PLANNING DELIVERY GRANT
Housing and Planning Delivery Grant (HPDG) has been cancelled for this year.  The Council received £131,640 in 2009/10, no allocations were budgeted for in 2010/11 as the grant is not usually announced in time for the Council setting its budget.
The reduction in HPDG will have a significant impact on the Council Planning Services due to the amount that has been received historically.  This grant has been used to support various projects and also to contribute to 2 staffing posts within the Council.

2.3
LABGI
Local Authority Business Growth Incentive (LABGI) is also proposed to be under threat.  The Council is budgeting to receive £33,000 in 2010/11. Again in the past such grant has supported Economic development activities such as Business Support, tourism projects etc.
2.4
RINGFENCING

None of the grants that have had the ringfence removed for 2010/11 are receivable by the Council so there is no impact from this change in policy.

2.5
CAPITAL GRANTS

The Government are also reviewing all capital grants approved since January 2010, and may rescind these approvals if they can be removed.  The Government also announced that funding for Gypsy and Traveller sites would be removed for 2010/11, however, the Council has already received its funding for setting up Low Harker Dene so there will be no reduction.
3. OTHER CONSIDERATIONS

3.1
Although there is no reduction in Revenue Support Grant for 2010/11, it is not yet known what level of reduction will be incurred in future years.  In the budget for 2010/11 the Council built in a potential 5% reduction in grant.  However, it is likely that this reduction will be much more severe and could be closer to 20%.  An additional 15% reduction in grant would cost the Council around £1.5million per annum.

3.2
There is also a proposal to freeze Council Tax for a period (although no details have yet to be received).  If Council Tax were to be frozen for 2011/12, without additional government grant to compensate, then this would cost the Council approximately £950,000 over the following 5 years by reducing the current MTFP targets down from 3.5% to 0% increase in 2011/12.

4. BUDGET 22 JUNE 2010
Details of the budget  to be announced on 22 June will be analysed to determine where the possible the impact on Council finances from 2011/12 onwards will be.  An addendum to the report detailing the budgets implications will be circulated before the meeting.

5. NON FINANCIAL IMPACT ON THE COUNCIL
5.1
The Local Area Agreement reward grant is being reduced. The anticipated £12million (based on some estimates of performance) for Cumbria is likely to by cut by 50%. The mechanism for allocating these monies is being worked out by the Countywide Strategic Partnership.
5.2
Countywide, Crime and Disorder Reduction Partnerships (CDRP) are expecting a £50k cut in funding this year, this is yet to be confirmed. Next year it is anticipated that there will be a 15 – 25 % cut in funding. Coupled with the impact on the PRG this will have a negative impact on the funding of the CDRP and the wider Carlisle Strategic Partnership.
5.3
The Regional Planning Board is likely to be abolished and will leave a gap in policy for housing/planning and economic development strategy as well as a general resource which supported regional level research.  This was prepared regionally and will therefore have a knock on consequence but at present this is difficult to quantify. It will mean more work required at the local level but it is difficult to determine as the strategies that they promoted are also being abolished.

6. MANAGING THE REDUCTIONS ON CAPITAL AND REVENUE FUNDING

6.1
As advised to the Executive at its last meeting the proposed fundamental review of the Capital Programme timetabled for July-September 2010 will take account of all Government announcements on capital grants.

6.2
Senior Management Team will undertake an urgent review of the impact of government announcements to date and the budget of 22 June on the council, both in respect of its Medium Term Financial Plan and its ‘transformation’ programme.  A report detailing the outcomes of the review being prepared for the Executive of 26 July 2010.

7. CONSULTATION
SMT have considered the items raised in this report.
8.
RECOMMENDATIONS

8.1
Executive is asked to note and comment on the proposed and actual reductions in funding and other announcements affecting for the Council in 2010/11.

8.2
Note that an addendum to the report will be circulated (as appendix 2) detailing the impact of 22 June budget on the Council.

8.3
Note the action to be taken to assess the impact of Government announcements to date and the budget of 22 June 2010 on the Council’s Capital Programme and Medium Term Financial Plan.
8. REASONS FOR RECOMMENDATIONS

As stated above.

9. IMPLICATIONS

· Staffing/Resources – To be determined as part of the proposed review.
· Financial – Contained within the main body of the report

· Legal – Not applicable

· Corporate – SMT have been involved in the preparation of this report.

· Risk Management – Risk to future years budget and development of ongoing impact of issues identified will be monitored carefully in budget monitoring reports and appropriate action taken

· Equality Issues – Not applicable

· Environmental – Not applicable

· Crime and Disorder – Not applicable
11. 
IMPACT ASSESSMENTS

Does the change have an impact on the following?

	Equality Impact Screening
	Impact Yes/No?
	Is the impact positive or negative?

	Does the policy/service impact on the following?
	
	

	Age
	No
	N/A

	Disability
	No
	N/A

	Race
	No
	N/A

	Gender/ Transgender
	No
	N/A

	Sexual Orientation
	No
	N/A

	Religion or belief
	No
	N/A

	Human Rights
	No
	N/A

	Social exclusion
	No
	N/A

	Health inequalities
	No
	N/A

	Rurality
	No
	N/A


If you consider there is either no impact or no negative impact, please give reasons:

PETER MASON
Assistant Director (Resources)
	Contact Officer:
	Steven Tickner
	Ext:
	7280
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