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Title:
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Summary:

The report informs Members of the implications of the provisional Revenue Support Grant Settlement received from the Government on 05 December 2005. It also informs Members of the implications of some other grant settlements received to date.

Recommendations:

The Executive is asked: 

(i) To note the provisional settlement, the implications of which are built into the General Fund Revenue Budget report (FS34/05) which is elsewhere on the agenda;

(ii) To delegate any representations on the settlement prior to the closing date of 11 January 2005 to the Director Of Corporate Services in conjunction with the Leader and the Portfolio Holder for Finance and Resources.

Contact Officer:
Angela Brown
Ext:
 7299

Note: in compliance with section 100d of the Local Government (Access to Information) Act 1985 the report has been prepared in part from the following papers: ODPM Provisional Revenue Support Grant Settlement 5/12/05.

CITY OF CARLISLE

To:
The Executive







FS35/05


19 December 2005

REVENUE SUPPORT GRANT SETTLEMENT 2006/07

1. BACKGROUND INFORMATION AND OPTIONS

1.1
The Provisional Revenue Support Grant Settlement was received from the ODPM on 5 December 2005.  It should be noted that at the time of writing this report, not all of the information to support the settlement data is available on the ODPM website.

1.2 The implications of the provisional settlement on the City Council’s budget proposals are considered in the General Fund Revenue Budget report (FS34/05) which is considered elsewhere on the agenda.

1.3 If the Council wishes to make representations on the proposals, these must be submitted to the ODPM by 11 January 2005.  In view of the timescale with the Christmas period intervening, it is suggested that any response be delegated to the Director of Corporate Services to make in conjunction with the Leader and the Portfolio Holder for  Finance and Resources.

1.4 It is anticipated that the final Revenue Support Grant Settlement figures will be issued by the ODPM in late January or early February 2006.

1.5 This report also considers the impact of some other grant settlements received to date, particularly the Housing Benefit Administration grant.

2. LOCAL GOVERNMENT FINANCE SETTLEMENT CHANGES 
2.1
It has been reported previously that the Local Government Finance System was due to change in 2006/07, with the introduction of three-year settlements.  The announcements on the 5 December 2005 covers the two remaining years of Spending Review 2004 (i.e. 2006/07 and 2007/08).  This change should assist considerably with future years forward financial planning 

2.1 
In addition to the above, the method of allocation has also changed.  The Four-Block Option has been introduced. The intention of the new system is to focus on grant and not on notional measures of spending and council tax, as was previously the case.  The main changes to the system have been detailed in Appendix 1 for information.

2.2 It should be noted that the Government has retained powers to cap local authority budget requirements where they have judged authorities to have set excessive Council Tax increases. For 2006/07 this is anticipated to be 5%.

3.
PROVISIONAL SETTLEMENT - CARLISLE

3.1
The following table sets out the main variations to the 2005/06 settlement. 

Formula Grant
2005/06

Actual  

£000
2006/07

Provisional

Settlement

£000
Increase

%
2007/08

Provisional

Settlement 

£000
Increase

%

Revenue Support Grant
(5,694)
(1,573)




NNDR
(2,942)
(8,193)




Total Actual Grant
(8,636)





‘Adjusted grant’
(721)





Adjusted Total
(9,357)
(9,766)
4.4
(10,095)
3.4

Less 2004/5 and 2005/06 Amending Reports

17






(9,749)




3.2 The amount of grant income for 2006/07 is 4.4% higher than the ‘adjusted’ grant for 2005/06. For 2007/08 the grant is 3.4% higher than the 2006/07 actual grant. Budgeted projections included in the Medium Term Financial Plan was 2.5% for both years and so the actual settlement is an improvement in that particular respect. 

3.3 The Amending Report Adjustment requires that an amount of £17,000 be repaid as a result of changing data being applied retrospectively to the 2004/05 and 2005/06 allocation.   

3.3 The large ‘adjustment’ to the actual grant received in 2005/06 reflects the changes in responsibility that are to be funded from Formula Grant to aim for a ‘like for like’ comparison. There are 9 main headings nationally, but for Carlisle the most significant adjustment is in respect of Concessionary Fares. Other functions also transferred to local authorities under the heading of Environmental Protection and Cultural Services are Equality for Disabled People, Freedom of Information, Civil Contingencies and Electoral Information.  There are also some adjustments in respect of Capital Financing.

3.4 In addition to the Revenue Support Grant settlement, there are other grant allocations which potentially have a significant effect on the Council’s budget projections. In particular:

(i) The assessment of the Housing Benefit Administration Grant has revealed a shortfall of £25,000 in 2006/07 rising to £106,000 in 2007/08.  Work is underway within the Revenues and Benefits service to provide options as to how this deficit might be contained.  

(ii) There is also a potential shortfall in Planning Delivery Grant of £50,000 for 2006/07. The actual grant allocation will not be known until February, and the Head of Planning Services will report on any implications as and when they become known.

(iii) Changes are also expected to Recycling and Waste Minimisation Grants which again will be reported on when the implications are clearer.

3.5 Four Block Option - The FSS calculations are used in the allocations of resources across the four blocks.  Carlisle’s allocations across these Blocks is as follows:


2006/07 

£m
2007/08 

£m

Relative Needs Amount
4.636
4.692

Relative Resources Amount
-1.377
-1.464

Central Allocation
6.622
7.035

Total Grant
9.881
10.263

Floor Damping
-0.115
-0.167

Total Grant adjusted for damping *
9.766
10.095

2005/06 Formula Grant (Adjusted)
9.357
9.578

2006/07 Grant Increase (Adjusted £m)
0.409
0.517

2006/07 Grant Increase  (Adjusted %)
4.4%
5.4%

* Amount of cash Carlisle will receive.

3. CONSULTATION

4.1 The financial implications of this report will form part of the draft budget proposals issued by the Executive, which will be subject to consultation.

4. RECOMMENDATIONS

The Executive is asked: 

(i) To note the provisional settlement, the implications of which are built into the General Fund Revenue Budget report (FS34/05) which is elsewhere on the agenda;

(ii) To delegate any representations on the settlement prior to the closing date of 11 January 2005 to the Director Of Corporate Services in conjunction with the Leader and the Portfolio Holder for Finance and Resources. 

5. IMPLICATIONS

· Staffing/Resources – As set out in the report.

· Financial – As set out in the report.

· Legal – None.

· Corporate – The issues have been considered by the SMT and SFPG.

· Risk Management – None.

· Equality Issues – None.

· Environmental – None.

· Crime and Disorder – None.

· Impact on the Customer – Potential impact on Council Tax

ANGELA BROWN

Director of Corporate Resources

Contact Officer:
Angela Brown



Ext:
7299

APPENDIX 1

LOCAL GOVERNMENT FINANCE SETTLEMENT CHANGES 

1.1 As previously reported, the Local Government Finance System is changed in 2006/07 with the ODPM moving to three-year settlements.  The announcements on the 5 December 2005 covers the two remaining years of Spending Review 2004 (i.e. 2006/07 and 2007/08).   

1.2 As well as the years covered by the announcement changing the method of allocation has also changed.  The Four-Block Option has been introduced which moves away from the notional spending and tax elements, which were used within the previous grant distribution system.  Therefore there are no longer any published figures for assumed notional council tax (ANCT) or the Formula Spending Share figures. This, in effect, adds an additional layer of calculations on top of the existing Formula Spending Share (FSS) calculations in order to allow a simpler presentation.  The intention of the new system is to focus on grant and not on notional measures of spending and council tax, as was previously the case.  The system is based on four blocks of cash: 

· Relative needs amount

· Relative resources amount

· Central allocation

· Floor damping

1.3 The amount of cash nationally, as with the previous system, is the level of formula grant allocated via Spending Reviews.  The size of the totals of the relative needs block and resources block is set by judgement.

1.4 Each authority’s cash allocation is based on the total of its allocations across the four blocks.  The calculations of authorities’ block allocations is based on the FSS calculations, population, taxbase and the damping mechanism.

1.5 The Formula Grant allocation to authorities was previously based on an annual calculation of the FSS formulae.  Authorities’ FSS changes were due to either control total, data or methodology changes.  The introduction of the four-block option has seen a fundamental change to the local government finance system, and in particular how authorities’ formula Grant is calculated.  However, grant allocations will still be dependent on changes to:

· the control total 

· data and 

· methodology    

A summary of the key changes in these areas is given in paragraphs 2 to 4 below.

2.
CONTROL TOTALS

2.1 The control totals for the FSS blocks were previously announced through the2004 Spending Review.  The control totals have changed through additional resources, resource equalisation, and transfers in function.

2.2 Additional Resources - In the Pre-Budget Report on the 5 December the Chancellor announced an additional £305m for 2006/07 and £508m for 2007/08 totalling £813m nationally.

2.3 Resource Equalisation - Full resource equalisation has been implemented which is achieved in part by abolishing the interest receipts blocks.  

3.
DATA
3.1 
The FSS formulae apply local data, such as population estimates, in order to calculate individual allocations.  Due to the fixed level of funding nationally, data changes at both a local and national level affect authorities’ grant levels.

3.2
The data used in the 2007/08 provisional settlement calculations is the same as that for the 2006/07 settlement, except for forward projections for taxbase and population.  For previous settlements, actual taxbase and population estimates have been used.  For 2006/07 and 2007/08 projected figures have been used for these two key variables.  It is not the intention to correct any variances between these projections and the actual figures (once known) through Amending Reports.

4.
METHODOLOGY

4.1 The 2006/07 settlement includes a number of methodology changes based on the consultation exercise carried out earlier in the year.  Key changes affecting district authorities are as follows:

4.2
Highway Maintenance - 

Three year average traffic flows have been used.  The net in-commuters variable now uses Census 2001 data (previously Census 1991).  Back Lanes have not been added to the formula.

4.3 EPCS (Environmental, Protection and Cultural Services)

Census 2001 data has replaced Census 1991 data used previously.  The coefficients in the lower tier sub blocks have been adjusted to take into account Concessionary Fare.  The fixed cost element has been updated from £300,000 to £325,000 per authority.  The new data relating to day visitors has not been used.

4.4 Capital Financing – interest receipts elements have been abolished.

In the previous system there was an allowance for debt costs based on an authorities assumed borrowing for capital purposes. It is anticipated that any amount concerning Capital Financing will be paid separately, although confirmation on this is awaited. 

5.
FLOOR DAMPING

5.1
The Capital Adjustment that previously applied to authorities’ base positions has been abolished.

5.2
The 2004/05 and 2005/06 amending reports have implications for the 2006/07 local government finance settlement.
The ODPM still wants to ensure authorities that are adversely affected by the proposed Amending Reports still receive a year –on year increase in formula grant at least as big as the floor guarantee.  The changes to the floor damping methodology implemented in 2005/06 will therefore apply.  Any loss of grant due to the amending reports will be added into the base position for floor damping calculation.  In the case of an increase arising from the Amending Reports; the base position for the floor damping calculation will include the gain made from the amending reports, as the formula grant allocation will be based on the amended FSS calculation.

5.3
The amounts owed due to the Amending Reports will be taken after the damping mechanism, and therefore an authority’s net Formula Grant for 2006/07 will be:

2006/07 Finance Report Formula grant allocation (after damping)

+ 2004/05 Amending Report

+ 2005/06 Amending Report

5.4
Carlisle’s total level of Formula Grant allocation for 2006/07 will be net of adjustments for the 2004/05 and 2005/06 Amending Reports.  
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