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Summary:

The report informs Members of the implications of the provisional Revenue Support Grant Settlement received from the Government on 6 December 2007. 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 (CORP68/07) which is elsewhere on the agenda;

(ii) To delegate any representations on the settlement prior to the closing date of 8 January 2008 to the Director Of Corporate Services in conjunction with the Leader and the Portfolio Holder for Finance and Performance Management.

Contact Officer:
Shelagh McGregor
Ext:
 7290

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: DCLG Provisional Revenue Support Grant Settlement 6/12/07.

CITY OF CARLISLE

To:
The Executive







CORP71/07


17 December 2007

REVENUE SUPPORT GRANT SETTLEMENT 2008/09

1. BACKGROUND INFORMATION AND OPTIONS

1.1
The Provisional Revenue Support Grant Settlement (RSG) was received from the Department for Communities and Local Government (DCLG) on 6 December 2007.  It should be noted that at the time of writing this report, not all of the information to support the settlement data has been made available by the DCLG.

1.2 The implications of the provisional settlement on the City Council’s budget proposals are considered in the General Fund Revenue Budget report (CORP68/07) 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 DCLG by 8 January 2008.  In view of the short time-scale, it is suggested that the responsibility for any response be delegated to the Director of Corporate Services in conjunction with the Leader and the Portfolio Holder for Finance and Performance Management.

1.4 It is anticipated that the final RSG Settlement figures will be issued by the DCLG in late January or early February 2008.

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 
2.1
The current local government finance settlement will be the first under the 2007 Comprehensive Spending Review and covers the 3-year period 2008/09 – 2010/11.

2.1 
The method of allocation within the settlement is based on a four-block option which was introduced for the first time in the two year settlement for 2006/07 and 2007/08 (Report FS35/05 refers). The main factors influencing the grant allocation 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 2008/09 this has been set at 5%.

3.
PROVISIONAL SETTLEMENT - CARLISLE

3.1 In 2007/08, Carlisle received RSG of £1.453m and a NNDR distribution of £8.658m, a total of £10.111m.

3.2  The following table sets out the settlement figures for 2008/09 – 2010/11. 

Formula Grant
2007/08

Final 

Settlement

£
2008/09

Provisional

Settlement

£
Increase

over

2007/08

%
2009/10

Indicative

Settlement

£
Increase

over

2008/09

%
2010/11

Indicative

Settlement

£
Increase

over 2009/10

%

RSG
1,453,006
1,254,823
(13.64)
1,261,097
0.5
1,267,403
0.5

NNDR
8,658,090
9,014,007
4.11
9,059,077
0.5
9,104,372
0.5

Total Actual Grant
10,111,096
10,268,830
1.56
10,320,174
0.5
10,371,775
0.5

3.3 The amount of grant for 2008/09 is therefore 1.56% higher than the grant received for 2007/08. However, in the 2007 Comprehensive Spending Review, the Government announced an increase of 4.2% year-on-year between 2007/08 and 2008/09, broadly equivalent to a 1% increase above inflation. As can be seen the provisional settlement gives an overall increase of 1.56%, rather 4.2%, out of which the Council will have to meet inflationary cost increases in 2008/09 of at least 2%, effectively meaning that the Council will be worse off in financial terms. Further increases of just 0.5% have been indicated for years 2009/10 and 2010/11, which will result in this position worsening in later years. DCLG have not provided a split of the settlements for 2009/10 and 2010/11 between RSG and NNDR, so the split in the above table has been calculated assuming an annual 0.5% increase over each element of the 2008/09 settlement to provide indicative figures. 

3.4 Budgeted projections included in the Medium Term Financial Plan did however assume a nil increase for all three years and so the actual settlement is a slight improvement on those forecasts. 

3.5 Clearly, the Council will have to review its budget forecasts for 2008/09 – 2010/11 in the light of this settlement and will need to ensure that the efficiency agenda, delivering 3% cash savings in each year, is achieved to enable the Council to meet its service priorities and objectives.

3.6 As part of the RSG communication some information concerning Specific Grants was received for Housing Benefit Administration Grant (HBAG), the existing Concessionary Fares scheme and Homelessness.  The HBAG is in accordance with the assumptions in the Summary Budget Report elsewhere on the agenda.  The Specific Grant for concessionary fares is circa £90,000 more than originally anticipated over the next three years therefore the original pressure of £363,000 has now been reduced by this amount in the budget report (CORP68/07). Carlisle has been allocated £40,000 per annum Specific Grant for Homelessness over the next three years which is in the existing base budgets.

3.7 Four Block Option – The FSS calculations are in the allocations of resources across the four blocks. Carlisle’s allocation across these blocks is shown in the following table. 2007/08 figures are provided for comparison purposes.


2007/08

£m
2008/09

£m
2009/10

£m
2010/11

£m

Relative Needs Amount
4,685
4,442
4,467
4,497

Relative Resources Amount
-1,463
-1,631
-1,687
-1,733

Central Allocation
7,048
7,389
7,426
7,455

Total Grant
10,270
10,200
10,206
10,219

Floor Damping
-0.159
0.069
0.114
0.152

Total Grant adjusted for damping *
10,111
10,269
10,320
10,371

* Amount of cash Carlisle will receive.

3. CONSULTATION

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 (CORP68/07) which is elsewhere on the agenda;

(ii) To delegate any representations on the settlement prior to the closing date of 8 January 2008 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 will be 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:
Shelagh McGregor



Ext:
7290

APPENDIX 1

LOCAL GOVERNMENT FINANCE SETTLEMENT CHANGES 

1.1 As previously reported, the Local Government Finance System has changed with effect from 2008/09 with the DCLG moving to three-year settlements.  The announcements on the 6 December 2007 cover the three years of the 2007 Comprehensive Spending Review (i.e. 2008/09 to 2010/11).   

1.2 The settlement is based on a four-block option, introduced in 2006/07, with the intention to focus on grant allocations rather than on notional measures of spending and council tax, as was the case in settlements in earlier years.  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 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, allowing for movements in population and the Council’s taxbase.

1.5 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 have been previously announced through the 2007 Comprehensive Spending Review.  The control totals reflect changes due to additional resources, resource equalisation, and transfers in function.

2.2 Overall, the Government has provided the following sums for net aggregate external finance i.e. the sum of RSG and redistributed NNDR:


2008/09

£m
2009/10

£m
2010/11

£m

Net aggregate external finance
24,081
24,920
25,763

Increase over previous year
  961
839
843

% Change
4.2%
3.5%
3.4%

This funding includes grant to support PFI schemes and if these sums are excluded the increase in general grant is as follows:


2008/09

£m
2009/10

£m
2010/11

£m

Net aggregate external finance
22,557
23,404
24,067

Increase over previous year
847
663
627

% Change
3.8%
2.8%
2.6%

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 2009/10 and 2010/11 settlement calculations is the same as that for the 2008/09 settlement, except for forward projections for taxbase and population. For 2009/10 and 2010/11 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 are known and therefore the level of grant will remain static over the next three years.

4. METHODOLOGY

4.1      The 2008/09 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, together with information on road lengths.  The net in-commuters variable now uses Census 2001 data (previously Census 1991).  Back Lanes are not included in the formula.

4.3       EPCS (Environmental, Protection and Cultural Services)

(a)  ONS population forecasts in September 2007 form the main element of the basis of the grant allocation. This is used to assess the basic needs of the Council. As regards Carlisle the following forecasts have been incorporated into the settlement:

2008      
104,071

2009     104,463   
+392  (0.37%)

2010     104,856
+393  (0.37%) 

(b) The second important element relates to the Council Tax-base, which is used by the Government as a guide to determine how much income it can raise locally through Council Tax. The indicative figures for 2008/09 to 2010/11 are as follows: 

2008              34,829

2009 
  35,345     + 516 (1.48%) 


2010   35,868   
+ 523 (1.48%)

(c)  Other data used in the settlement calculation is as follows:

· Population Density (2001 Census updated to June 2006) – 0.2% reduction 2007/08 to 2008/09

· Net in-commuters (2001 Census) – no change from 2007/08.

· Day visitors / Annual Visitors (2005 English Leisure Visits Survey & ONS mid 2006 population survey) – no change from 2007/08

· Country of Birth of Residents (Census 2001) i.e. foreign nationals – no change from 2007/08.

· Unemployment Benefit Claimants (DWP information May 2004- Feb 2007) – 1.2% reduction from 2007/08

· Income support (DWP information May 2004- Feb 2007) – 4.2% increase over 2007/08.

· Older People on Income Support (DWP information May 2004- Feb 2007) – 14% increase over 2007/08.

These indicators are used to reflect changes to needs within the Council area such as levels of deprivation, the impact of an ageing population, temporary population changes e.g. due to tourism and employment,  and the effects of immigration. 

4.4      Capital Financing. 

Currently based on historic debt calculations and under review.

5.
FLOOR DAMPING

5.1
The DCLG still wants to ensure authorities that are adversely affected by the proposed RSG settlement still receive a year –on year increase in formula grant at least as big as the floor guarantee. 

5.2 There have been some changes to the process, including removing sub-block damping from Personal Services and the introduction of a “per head” approach to grant damping. 

5.3 Further analysis of the relationship of the respective weightings of the four blocks  (see 1.2 above) is proposed to equalise the allocation of grant in the future.
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