ADDENDUM TO REPORT CORP 71/07

FURTHER INFORMATION ON THE REVENUE SUPPORT GRANT SETTLEMENT

1. This paper provides some additional information in respect of the 2008/09 RSG settlement, particularly:

· The overall settlement for Carlisle,

· Damping and grant floors,

· Specific revenue grant allocations,

· Potential capital grant allocations.

2. The overall settlement for Carlisle

The main report (paragraph 3) outlines the provisional financial settlement for Carlisle. The percentage increase between 2007/08 and 2008/09 is stated as being 1.56%. However, further examination of the figures has revealed that this increase includes an amount of £56,000 for funding previously provided through specific grants as follows: -

· Waste Performance Efficiency Grant - £45,297,

· Stray Dog control - £6,926,

· New conduct regime for lower-tier authorities - £2,851, 

· Contaminated Land - £989.

After discounting these amounts, the overall increase for 2008/09 is just 1%, with increases of 0.5% p.a. for years 2009/10 and 2010/11.

This means that the settlement is the minimum that the Council could expect to receive i.e. it is at the grant floor (see paragraph 3 below). Essentially therefore, the Government is telling the Council that it will get a 2% increase in total over the next three years despite being faced with general inflation pressures of around 2.75% per annum. This, in effect, means a real term decrease in funding of 1.75% in 2008/09 and 2.25% in years 2009/10 and 2010/11. In addition this, potential increases in other areas are well over this amount e.g. Audit Commission fees are forecast rise by 33% over the same period.

An analysis of the settlement by the Local Government Association reveals that 94 shire districts will now receive the minimum settlement, around one-third of the total across the country, representing a 47% increase over 2007/08. Whilst it is not clear exactly why this has happened, there is no doubt that there has been a significant shift in resources to authorities dealing with Education and Social Services, reflecting Government priorities. 

This settlement is the most severe for shire districts for a number of years. The challenge for the Council is to deliver better services for local people with less money in the next three years and beyond.

3. Damping and grant floors

Damping is a mechanism, based on a grant floor (or minimum increase), which guarantees every local authority an increase in its RSG year-on-year. In the 2006/07 settlement (for years 2006/07 and 2007/08) the floor was set at 2.7% for shire districts – giving them a minimum increase of 2.7% increase in RSG in those two years.

As all the RSG paid to local authorities must come from a finite pot, the cost of providing the guaranteed floor must also be met from this pot. This is achieved by scaling back grant increases above the floor, which is then used to pay the grant floor guarantee.

The grant floors for 2006/07 – 2010/11 are as follows:


2006/07
2007/08
2008/09
2009/10
2010/11

Education/Social Services authorities
2.0
2.7
2.0
1.75
1.5

Shire districts
3.0
2.7
1.0
0.5
0.5

Fire authorities
1.5
2.7
1.0
0.5
0.5

Police authorities
3.1
3.6
2.5
2.5
2.5

Overall the guarantee set by the floor mechanism has been much reduced since the last settlement. Shire districts and fire authorities have suffered the most, to the benefit of shire counties, unitaries, met-districts and police authorities, who have responsibility to meet government targets for education, social services and crime reduction. 

Currently therefore Carlisle is sat at the grant floor for the three-years of the 2008/09 settlement with assumed increases of just 1% in 2008/09 and 0.5% in 2009/10 and 2010/11. The Council is however a net recipient of resources in years 2008/09 – 2010/11 through the grant floor mechanism (see paragraph 3.7 of the main report). 

If a 2.7% increase had applied over the period 2008/09 – 2010/11 then the Council could have expected to receive additional funding as follows: -

Year
RSG with

Floor @ 2.7% p.a.
Actual
Difference

2008/09
£10,384,095
£10,268,830
(£115,265)

2009/10
£10,664,465
£10,320,174
(£344,291)

2010/11
£10,952,405
£10,371,775
(£580,630)

These figures exclude any amounts previously paid as a specific grant but now included in the RSG settlement.

4. Specific revenue grant allocations

In addition to the RSG settlement, the Council has been notified of some specific grant allocations for the period 2008/09 – 2010/11. These are: -

Description
2008/09

£’000
2009/10

£’000
2010/11

£’000

Concessionary Fares (new scheme)
492
504
518

Housing Benefits Admin.
818
  798a
N/A

Homelessness
  40
  40
  40

Area Based Grant (Cohesion)b
  26
  49
  75

Notes:

a - Indicative amount only

b - The Area Based Grant represents new funding to help provide stronger local leadership, encourage greater resident participation in decision-making and develop an enhanced role for community groups, with the overall aim of promoting community cohesion.

5. Potential capital grant allocations

The Council also receives specific grants for capital spending. These allocations have not yet been received and are not expected until the new year. However it is likely that allocations will be received for

· Disabled Facilities [2007/08 £425,000].

· Regional Housing Pot [2007/08 £1,519,000].

Additionally, Government announced through the Children’s Plan on 11 December 2007 a further allocation of £225million over the period 2008/09 – 2010/11 “to create more safe areas to play”. This will offer every local authority capital funding that will allow up to 3,500 playgrounds to be rebuilt or renewed and made accessible to children with disabilities. Information on how this funding will be accessed is not available at the time of writing and may be dependent on a new national strategy for play expected in the first half of 2008. Members will be kept informed of future developments as they arise.  

