CALDERDALE MBC

WARDS AFFECTED:
ALL

CABINET 12 JULY 2010

GRANT REDUCTIONS TO LOCAL AUTHORITIES 2010/11
REPORT OF THE HEAD OF FINANCE 
1. ISSUE

1.1. To update Cabinet on the Government’s announcement of reductions in grant payable to local authorities in 2010/11 and to suggest options on action needed in response to these reductions.
2. NEED FOR A DECISION
2.1. A decision is required on the action to be taken in response to the Government’s announcement on reductions in grants payable to local authorities in 2010/11.
3. RECOMMENDATION(S)
3.1. That Cabinet notes the implications of the reduction in grants to Calderdale Council in 2010/11.
3.2. That Cabinet consider the options available with regards to the action required as a result of this reduction in Government grants and make recommendations to Council.
4. BACKGROUND
4.1
Calderdale set its revenue budget for 2010/11 at the Council meeting on 23rd February 2010. Since the Council’s budget was agreed, however, the new Government has put in place plans to make cuts in public sector spending of £6.2bn in the current year. Details of how these cuts would affect local government were released on 10 June 2010 when an announcement was made about the reductions in grants for 2010/11 which would apply to individual local authorities. The budget agreed by Council assumed receipt of Government Area Based Grants which will now reduce by the following amounts:

Table 1
Reductions in revenue grant allocations to Calderdale Council 2010/11
	Revenue Grant
	Previous allocation 2010/11

(£000)
	Reduction in allocation

2010/11

(£000)

	Education Area Based Grants
	5,324
	-1,276

	Supporting People Administration
	115
	-115

	Prevention of violent extremism
	226
	-66

	Cohesion
	205
	-48

	Stronger Safer Communities
	258
	-20

	Young People Substance Misuse
	121
	-10

	Other Area Based Grants
	10,717
	0

	
	
	

	Total
	16,966
	-1,535


4.2
The Government has made reductions to Area Based Grants as indicated above but stated that although certain grants have been chosen for reduction this does not mean that they necessarily expect local authorities to reduce budgets in the same way. The effect of these reductions for Calderdale is that the Council will need to make compensatory savings/reduce costs by £1.535m in 2010/11 in order to re-balance its budget.
4.3
In addition to this reduction in revenue grants, the Government has also reduced the Council’s capital grants for Highway works by £710k as shown below:


Table 2
Reductions in capital grant allocations to Calderdale Council 2010/11
	Capital Grant
	Previous allocation

2010/11

(£000)
	Reduction in

allocation

2010/11

(£000)

	Integrated transport
	2,318
	-580

	Primary Route Network
	630
	-130

	
	
	

	Total
	2,948
	-710


This comprises £580k (a 25% reduction) from the Integrated Transport block of capital funding and £130k (a 20% reduction) from the Primary Route Network grant. The Council will continue to receive the allocation for highway, structures and street lighting maintenance of £4.032m which is funded by supported borrowings. The Council will still, however, need to make compensatory savings/reduce spend by £710k in order to re-balance its capital programme. 
4.4
Although these reductions in capital grant allocations have been highlighted separately, the Government has also announced reductions in capital grants associated with major highway projects, congestion funding and road safety. As a result it is anticipated that Calderdale may also see reductions in the grants for:

· Calderdale received an allocation from the special projects pot of £4.0m for repairs to burr walls across the borough. Due to adverse weather conditions over the winter period, £2.1m of this grant has still to be committed. There is, therefore, a risk that the remaining allocation will be reduced or removed.
· Calderdale received funding for works to ease road congestion of £170k in 2009/10 of which £58k remains unspent. There is a risk that this remaining grant will be reduced or removed.

· Calderdale has received around £73k in capital funding and £118k in revenue funding in previous years for road safety schemes. We have now been advised that the capital funding of £73k will not be available and that the revenue funding will be reduced by £41k.
It is assumed for the purpose of this report that should funding reduce on these programmes then expenditure and works will reduce accordingly.
4.5
In addition to the impact of direct grant reductions for Calderdale, the authority is also likely to suffer from the indirect effects of grant reductions in other organisations. For example, the Government has also announced reductions in funding this year to Yorkshire Forward. It is understood that this will result in a reduction in the amount of financial support available to Calderdale in respect of the Hopwood Lane project (£150k) and Employment growth and retention (£264k). In the case of the Employment growth and retention initiative the impact is compounded by the fact that the scheme attracted £250k of match funding from ERDF. In addition we have now been advised that £400k available from Yorkshire Forward for the Ambitions programme has been withdrawn. The implications for these schemes will need to be considered.

4.6
The grant reductions highlighted above represent those grants which have been budgeted for by the Council and therefore the Council will need to take action to reduce spending in order to re-balance budgets. In addition to the grants which the Council has budgeted for, the Government has also announced reductions or removal of grants which the Council could have reasonably have expected to receive: 

· It was estimated that based on current performance against the Local Area Agreement targets, Calderdale would have been entitled to Performance Reward Grant of around £4.482m. The Government has announced that this grant will be reduced by 50% of its original value and Calderdale’s entitlement will reduce accordingly to £2.241m.

· Calderdale received Housing and Planning Delivery Grant of £860k in 2009/10 in respect of its performance against housing and planning targets. This grant has now been deleted and therefore Calderdale will not be receiving any Housing and Planning Delivery grant in 2010/11. This grant has previously been used to support the reductions in Planning income during the economic downturn.
· Calderdale received Local Authority Business Growth Incentive funding of £128k in 2009/10. This grant has also been deleted and therefore Calderdale will not be receiving any LABGI funding in 2010/11.

4.7
Information has been released about further grant reductions or removal since the Government announcement which will have implications for us. For example, the Government has announced subsequently that it will be withdrawing its support for free swimming for children and over 60s from 31 July 2010. This will reduce the grant to Calderdale in the current financial year by around £120k. If charges are re-introduced for swimming from 1st August then there would be little financial impact to the Council. If the free swimming is maintained during the summer period then the additional cost would be around £15k. 
4.8
Grants are also being reallocated by Government. For example, the Education Secretary has just announced that £50m nationally will be reallocated from the Harnessing Technology grant in respect of schools in order to provide capital funding for Free Schools up to 31 March 2011. This will result in a loss of grant to Calderdale of £200k. The implications of this are still being examined.
5. THE IMPLICATIONS FOR CALDERDALE AND OPTIONS AVAILABLE.
5.1
As explained above the Council needs to identify reductions in its revenue spending of £1.535m in the current year in order to re-balance the budget. Directors had previously been asked to consider what the implications of reductions in Area Based Grants might be taking into account the extent to which these grants have been committed on staffing, contracts with external organisations or other provision of services. Based on the responses received the table below sets out one possible option for reducing expenditure in the current year on services funded by Area Based Grant:
Table 3
Potential reduction in revenue Area Based Grant expenditure
	Grant
	Reduction proposed

2010/11

(£000)

	Children & Young People Service
	546

	
	

	Adult Health & Social Care
	115

	
	

	Safer & stronger
	134

	
	

	Economy & Environment
	30

	
	

	Total reduction proposed
	825


5.2
As set out above the most significant area where grant has been reduced by Government is in Children & Young People’s Services. The proposed cuts in Children and Young People’s services cover a wide range of activities including support for schools and direct preventative work with young people. There will be an inevitable reduction in services although wherever possible we will look to ensure that services are reshaped to minimise impact. There is a risk in relation to any service reductions which impact on schools at a time when we have schools considering academy status but it is a harsh reality of the reductions needed and the volume and value of grants that there will be an impact on schools. At this stage we have tried to protect services delivered by the voluntary sector but will be undertaking an exercise in relation to the Children’s Fund which will look at further reductions in this area. It is unlikely that savings can be made in-year on those areas because of contracts but we would be looking to give notice for the cessation of funding for some of these services for 2011/12.

5.3
The loss of £115k in Area Based grants in Adult Health & Social Care will lead to a reduction in the availability of therapy to people with learning disabilities as some temporarily funded hours will be lost, a reduction in the capacity to provide expanded support for carers, and some reduction in the availability of training to staff in the Council and independent sector.
5.4
In relation to grant reductions for Safer and Stronger Communities, these would be met in full from within the programmes for community cohesion, prevent and community safety in 2010/11. This will necessitate some revisions of existing delivery plans. The savings will be delivered through reduction in some elements of police work relating to cohesion and prevent, given that over 50% of the available grant currently supports additional police provision. This would result in the reduction of provision for Safer Schools Partnerships, although provision of PCSOs within schools would be unaffected. The in-year grant reduction would also be met by reduction in planned events, administrative costs, rationalisation of supplies and partial reduction in work with faith communities through the Inter-faith Council.
5.5
In relation to the grant reduction in Economy and Environment, the Government has recently introduced a requirement for local authorities to carry out an Economic Assessment of the area, and has provided a grant of £65k to carry this out. Work has already started to prepare the Economic Assessment but a cut of £30k will have minimal impact on this work.

5.6
Even based on the assumptions listed above, the total saving achieved would only be £825k compared with the target of £1.535m required in order to rebalance the budget i.e. a shortfall of £710k. If the objective is to achieve the total saving required in the current year without impacting adversely on service delivery then it would be possible to achieve the further savings required by:
· Using the £380k saving which has been established by the decision not to continue with the imagination library initiative

· Using the corporate priorities budget of £250k which is provided for each year as part of the Medium Term Financial Strategy.

· Using a saving of £80k in the Deputy Chief Executive’s services which can be achieved through the early implementation of planned savings in 2011/12.

5.7
Other options which could be considered for cost reductions or savings in the current year include:

· Increasing charges for services provided by the Council, for example an increase in parking charges from October for off street parking could generate additional income of around £150k. Increasing charges for other services where it is believed there is potential include home care but the implications of this may take longer to consider.

· Using ‘one off’ funding such as Balances or reserves such as the Economic Fighting Fund. Balances currently stand at £8.8m but with £1.1m earmarked for supporting the Council’s budget over the next three years. The uncommitted element of the Economic Fighting Fund currently stands at around £1.2m. In both examples there is clearly the potential to support the budget in the current year to manage part of the reduction in grant but this approach would not be sustainable as it is envisaged that the grant reductions in the current year will continue (or more likely increase significantly) in subsequent years.
· Identifying efficiency savings elsewhere within Services (outside of Area Based grants). Whilst there may be opportunities to find efficiency savings most of those readily available have already been incorporated into budget proposals for 2010/11. 
5.8
The Council also needs to identify reductions in capital spending of £710k in line with the Government announcement. The Director of Economy and Environment has examined the implications of this reduction in capital funding and advises:
· A reduction of £580k from the Integrated transport block would need to be managed by deferring some capital schemes until 2011/12 and re-prioritising once the LTP settlement for that year is known. If casualty reduction and road safety schemes are prioritised in the current year in line with the Council’s LAA objectives, then the slippage would need to be in the delivering accessibility and district centre programmes. The Accessibility programme includes schemes relating to cycling paths, pedestrian routes, crossings, bus stops etc. The district centre programme for 2010/11 focuses primarily on Mythomlroyd, Todmorden and King Cross. Deferring schemes in this way would impact primarily on the work contracted with Amey and other contractors but would also have consequences for the fees which could be earned by the Council’s Engineering staff.
· A reduction of £130k in the Primary Route Network could be accommodated by slipping the scheme for the repair of Sandbeds bridge, Todmorden and from savings in other schemes but clearly the whole programme would need to be reconsidered in the light of future years’ LTP settlements.

· The impact of potential reductions in the major schemes (burr walls), congestion and road safety programmes can only be understood once the new funding allocations have been determined.

5.9
At this stage the Government’s announcement on capital funding has been followed through into Calderdale’s capital programme. The Council has the discretion to vary the budget reductions between revenue and capital expenditure and within the different types of expenditure. For example, Members considered that the impact of reductions in Highway capital expenditure were not acceptable then they could agree further reductions in revenue expenditure or reduce capital expenditure in Education, Housing or the remainder of the capital programme.
6. CONSULTATION

 6.1
Directors have been consulted on the implications of the grant reductions referred to in this report.
7. FINANCIAL IMPLICATIONS
7.1
The financial implications of the Government’s announcement on reductions in grant funding for Calderdale in 2010/11 are set out in the report. In summary the reduction in grant requires:
· A reduction in revenue spending (or increased income) of £1.535m in order to re-balance the revenue budget

· A reduction in capital spending of £710k in order to re-balance the capital programme

· Revisions to the Medium Term Financial Strategy to reflect the loss of LAA Performance Reward grant, Housing and Planning Delivery grant, and Local Authority Business Growth Incentive grant.

Potential options for achieving this are set out in paragraph 5.

7.2
The implications of the reduction in funding are becoming more evident on a daily basis as some of the details of changes to previous grant allocations are announced. The indirect affect of reduced funding to other public sector organisations is also only just becoming clearer. The financial implications of the grant reductions will continue to be updated and Members informed as necessary.
8. CORPORATE IMPLICATIONS

8.1
The in-year grant reductions are the starting point for a sustained reduction in public expenditure over the next few years. The Council will receive forecasts of the potential position in reviewing the Medium Term Financial Strategy and will need to develop a plan for how to achieve the necessary savings and cost reductions.

9. CONCLUSIONS
9.1
This report suggests a strategy for reducing expenditure in line with the Government reductions in grant funding for 2010/11. The proposed approach would allow this reduction to be sustainable in future years but would also have implications for service delivery as outlined in the report. Other options are also available but would equally have service and staffing implications. It is clear, however, that local government can expect further reductions in its funding in order for Government to tackle the public spending deficit. A further report will be prepared for Cabinet on the potential impact of the Chancellor’s budget announcement on 22nd June on the Council’s Medium Term Financial Strategy. A strategy and plan will need to be determined to examine the Council’s priorities and budgets in order to be able to respond to these further reductions.
FOR FURTHER INFORMATION ON THIS REPORT CONTACT:

Nigel Broadbent 01422 393505    nigel.broadbent@calderdale.gov.uk
DOCUMENTS USED IN THE PREPARATION OF THIS REPORT:

DOCUMENTS ARE AVAILABLE FOR INSPECTION AT:

Finance Service, Princess Buildings, Halifax
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